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November 21, 1995

Mr. Lawrence Noble
Federal Election Commnission
999 E Street, NW
Washington, D.C. 20463

Dear Mr. Noble:

'C At the suggestion of Craig Donsanto of the Department of Justice's public Integrity
Section, I am referring a matter involving a Member of Congress from this District.

Recent news articles have reported that United States Representativ Helen Chenoweth
obtained a personal loan fro West One Bank in Boitse, Idaho. T1he loan was purportedly given
on Mrs. Chenoweth's sg atue loe and, initially, was not reported in her required diclosures.
According to news accounts, the loan was thereftler1 used for capinmatters and should have
been reported. Apparently, the loan is now being reported adqetoshave arisen as to
whether the loan was, in fact, an arms length traiatin

My initial review inicates, that, while the loan was not reported, it was not necessarily
made outside the normal course of baning business. At this juncture, the loan does not appear
to be of a corrupt nature such as would normally warrant a criminal investigan. Thus, I am
referring this matter for admIsrtv review under Title 2 U.S.C. § 237(g)(a). Should you
receive information that suggests that the loan was corrupt in any respect or made outside
banking procedure as a favor to a Member of Congress, please advise me.

If this office can assist in any way, please do not hesitate to let me know.

Sincerely,

BEITY H. RICHARDSON

United States Attorney

TERRb LDEN
Criminal Chief

TLD/1h

E
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FEDERAL ELECTION COMMISSION
%A-*S4t%L.TO% DC 21461

11V -- November 29,, 1995

Betty N. Richardson, U.S. Attorney
U.S. Department of Justice
United States Attorney - District of Idaho
Box 32
Boisee, Idaho 63707

RE: Pre-MUR 323
U.S. Representative
Helen Chenoweth

Dear Ms. Richardson:

The letter is to acknowledge receipt of your letter dated
November 21f 199S. advising us of the possibility of a violation
of the Federal Election Campaign Act of 1971, as amended ("the
Act), by U.S. Representative Helen Chenoweth. We are, currently
reviewing the matter and will advise you of the Commission's

C determination.

if you have any restions or additional information, please
call at (202) 219-360 Our file number for this matter is
Pre-RUR 323.

Pursuant to 2 U.S.C. 5 437g(a)(4)(B) and 5 437g(a)(12)(A)f
the Commission's review of this matter shall remain confidential
until the file has been closed.

Sincerely,

Lawrence M. Noble

General Counsel

J9 9C-
BY: Lois G. Lerner

Associate General Counsel
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REFERRAL:

RESPONDENTS:

RELEVANT STATUTES:

FEDERAL ELECTION COMMISSION
999 E Street, N.W.

- Washiagpom, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

MUR
Pre-MUR
Date Complaint filed:
Date Pre-MUR received:
Date Activated:
Staff Member:

Williamn L. Mauk, Chair
Idaho Democratic Party

U.-S.- Department of Justice

Helen Chenoweth
Chenoweth for Congress Committee and

Wayne Crow, as treasurer
West One Bank
Consulting Associates. Inc.

21 U.SC. § 434
2 U.S.C. §439a
2L-S-C § 441b

INTERNAL REPORTS CHECKED. Disclosure Reports

FEDERAL AGENCIES CHECKED None

I. GENFEATION Of MAIrFR

MUR 4283 arose from a complaint recci~ed on November 21. 1995 bY the

Federal Election Commission ("Commission) William L. Mlauk. Chair of the Idaho

Democratic Party (-Complainant-) alleged that I elen Chenoweth and her campaign

committee. Chenoweth for Congress Committee and Wkayne Crowh. as treasurer,

("Chenoweth Committee" or "Committee") and WKest One Bank violated provisions of

SENSITIVE
4283
323
November21. 1995
November 27. 1995
January 26, 1996
Stephan 0. Kline



the Federal Election Campaign Act of 197 1. as amended, ("Act" or "FECA").

Respondents Helen Chenoweth, the Chenoweth Committee, and West One Bank were

notified of the complaint on November 29, 1995. Respondents Helen Chenoweth and the

Chenoweth Committee ("'Chenoweth Respondents"') responded to the complaint on

December 15. 1995, and West One Bank responded to the complaint on January 18,

1996.

On November 27. 1995. the Commission received Pre-MUR 323, a referral from

the Department of Justice, U.S. Attorne,- for the District of Idaho, concerning the same

allegations arising in MUR 4283. On January 16. 1996. the Commission received an

amended complaint in MUR 4283 addressing additional violations of the Act.

Respondents Helen Chenoweth. the Chenoweth Committee, and Consulting Associates,

Inc. (collectively, with West One Bank, "Respondents") were notified of the amendment

to the complaint on January 23. 1996. The Chenoweth Respondents responded on

Ferur 12. 1996.

111. FACTUAL AND LEGAL ANALYSIS

A. LAX

1. Corporate Contributions

It is unlav~ful for an% corporation to make a contribution or expenditure in

connection %Aith a federal election, or for any candidate or political committee to

knowingly accept any prohibited contribution 2 U.S.C. § 441 b(a). A contribution or

expenditure includes any direct or indirect payment, distribution, loan, advance. deposit,

or gift of money or any services, or anytilng of value. 2 U.S.C. § 44 1b(b)(2).



The regulations exclude from the definition of contribution and expenditure

"[amny activity which-i specifically permitted by Part 114."' 11 C.F.R. § 1 14.1(aX(2Xx).

Activity which is permnitted by Part 114 and which is particularly relevant in this case is

the "[u~se of corporate or labor organization facilities" by certain persons under certain

circumstances. Stockholders or emploYees of a corporation who engage in volunteer

activity may make occasional. isolated or incidental use of corporate facilities in

connection with a federal election without causing the corporation to make a contribution.

I I C.F.R. § I I14.9(aX 1). For those activities fitting within this provision. stockholders or

employees must reimburse the corporation to the extent that overhead is increased. If a

stockholder or employee makes more than occasional. isolated, or incidental use of

corporate facilities for individual volunteer activity,. the stockholder or employee must

reimburse the corporation within a commercially reasonable time for the normal and

usual rental charge of the facilities.

I1I C.F.R. § I114.9(c) provides that: -Any person who uses the facilities of a

corporation or labor organization to produce materials in connection with a Federal

election is required to reimburse the corporation or labor organization wkithin a

commercially reasonable time for the normal and usual charge for producing such

matenals in the commercial market." Similarly. persons. other than corporate employees

or stockholders, who use corporate facilities such as telephones or typewriters in

connection with federal elections must reimburse the corporation within a reasonable

ti me for the normal and usual rental charge. I I C.-F -R. § 11I4.9(d).- The term 6'usual and



normal charge"' for goods means the price of those goods in the market from which they

ordinarily would have-been purchased at the time of the contribution or expenditure.

I I C.F.R. § lO.7(a)(l XijjXB) and I I C.F.R. § lO.8(aXlIXivX(B).'

I1I C. F. R. § I1I6.3(b). which is part of the regulatory scheme addressing debts

owed by political committees or candidates, provides that a corporation in its capacity as

a commercial vendor may extend credit to a candidate, political committee, or another

person on behalf of a candidate or political committee provided that the credit is extended

in the ordinary course of the corporation's business. I I C.F.R. § 116. 1(c) defines

"commercial vendor"' as "any person providing goods and services to a candidate or

political committee whose usual and normal business involves the sale, rental, lease or

provision of those goods or services.*

C2. Bank Loans

Pursuant to 2 U.S.C. §§ 431(gSXBXvii) and 441b(bX(2). and

I I C.F.R. §§ lOO.7(b)( 11) and I 00.8(bX 12). a loan by a bank is not a contribution if such

loan is made in accordance with applicable banking laws and regulations and is made in

the ordinary course of business. A loan %%ill be deemed to be made in the ordinary course

of business if it meets four cnitena: 1 ) the loan bears the usual and customary interest rate

of the lending institution for the categorn% of loan involved, 2) the loan is made on a basis

'A hich assures repayment.- 3) the loan is evidenced by a wriltten instrument, and 4) the

Since the time the activities at issue In this MUR took place. the Commission has
promulgated new regulations on corporate facilitation. These regulations appear at
]II C.F.R. § 114.2(f).



05

loan is subject to a due date or amortization schedule. 2 U.S.C. §43 l(8X(BXvii) and

I1I C. F.-R. § 100. 7(b)(41I).

A loan will be considered to have been made on a basis which assures repayment

if it is obtained using one of two sources of repayment or a combination of both. The

first possible source of repay ment is if the lending institution has perfected a security

interest in collateral owned by the candidate or political committee receiving the loan,

and the fair market value of such collateral, less any liens, is equal to or greater than the

loan amount. The second possible source of repayment is if the candidate or political

committee provides the bank with a written agreement pledging future receipts such as

public financing, contributions, or interest income, the amount of which is equal to the

loan. I1I C.-F.-R. § 100O.7(b X I I)i). I f these cri teria are not met, the Commission will

consider the totality of the circumstances on a case-by-case basis in determining whether

-~ a loan was made on a basis which assures repayment.

I I C.F.R. § 1O.7(bX(I )(ii).

Pursuant toll C.F.R. § 101.2(a) anycanidate who obtains any loan in

connection with his or her campaign shall be considered as having obtained such a loan

as an agent of his or her authorized committee.

3. Reporting Requirements

FECA requires the pnncipal committee of each candidate for federal office to

report each person who makes a loan to the reporting committee during the reporting

period together with the identification of an%- endorser or guarantor of the loan, the date

the loan was made, and the value of the loan. 2 L.S.C. § 434(b)(3)(E). In addition. the



committee is required to report each person who receives a loan repayment from the

reporting committee during the reporting period, along with the date and amount of each

such loan repayment. 2 U.s.c. § 434(bX(5Xd). The term "1person" is defined as "an

individual, partnership, committee, association, corporation, labor organization, or any

other organization or group of persons. .... "2 U.S. C. § 43 1(11).

Under the Act, a bank loan obtained by a candidate is a receipt which must be

reported to the Commission in the first report following a political committee's receipt of

the loan. The regulations require that along with the report, the campaign must file a

Schedule C- I containing several types of information including: the date and amount of

the loan. the interest rate and rate of repayment; the type and value of collateral used to

* - secure the loan; whether the security is perfected; and an explanation of the basis upon

which the loan was made if not made on the basis of traditional collateral or other

Permititted sources of repayment. The Schedule C- I must also contain certification from

the lending institution stating that the terms of the loan as reported are accurate; that the

lending institution was aware of the Commission's loan regulations. that the loan is made

on a basis that assures repay-ment. and that the loan 'has made vith no more favorable

rates or terms than other loans. I I C.F.R. § 104.3(d). Pursuant to 2 U.S.C. § 434(b)(4), a

committee must also report all disbursements made during the reporting period.

4. Personal Use

Excess campaign funds are those amounts received by a candidate as

contributions which the candidate determines are in excess of an,,- amount necessary to

defray his or her campaign expenditures. II C.F.R. § 113.1I(e). Pursuant to
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2 U.S.C. § 439a, excess campaign funds may be used to support any ordinary and

necessary expenses incurred in connection with the recipient's duties as a holder of

Federal office; and may be used for any other lawful purpose, including transfers without

limitation to any national. state or local committee of any political party. No such excess

funds may be converted by any person to any personal use. New regulations define

"6personal use"' to include any use of funds in a campaign account of a present or former

candidate to fulfill a commitment, obligation or expense of any person that would exist

irrespective of the candidate's campaign or duties as a Federal officeholder.

I I C. F. R. § 113. 1(g). The Commission has interpreted Section 439a so as to prohibit the

use of campaign funds "'to confer a direct or indirect financial benefit on such individual

except in those situations where the financial benefit is in consideration of valuable

services performed for the campaign." AO 1987-1 and AO 1986-39.

B. £mdint snid frral

Complainant William L. Mauk. Chair of the Idaho Democratic Party, filed a

complaint with the Commission on November 21. 1995. He alleges that Helen

Chenoweth. the Chenoweth for Congress Committee and Wayne Crow, as treasurer, and

C West One Bank violated FECA by receiving or mAking an -illegal" bank loan.

Complainant alleges that Helen Chenoweth received a bank loan of $40.400 from West

One Bank, which was made without collateral or other security and thus did not meet the

Act's requirement that it be -made on a basis which assures repayment." Complainant

further alleges that the loan Initially was reported on Committee reports as a personal loan

from Helen Chenoweth to her campaign committee and not as a bank loan from West



One Bank and originally was reported as bearing an interest rate of ten and one-uarter

percent.

On November 27, 1995. Betty H. Richardson, United States Attorney for the

District of Idaho, referred the same loan issue to the Commission as Pre-MUR 323.

According to Ms. Richardson, "questions have arisen as to whether the loan was, in fact.

an arms length trasaction.... My initial rceew indicates that, while the loan was not

reported. it was not necessarily made outside the normal course of banking business. At

this juncture, the loan does not appear to be of a corrupt nature such as would normally

warrant a criminal investigation. U.S. Department of Justice Referral (November 27,

1995).

On January 16. 1996. Complainant amended his complaint alleging that during

the 1993-1994 election cycle. Congresswoman Chenoweth and her campaign committee

were engaged in a series of transactions with Consulting Associates, Inc. ("Consulting

Associates") involving corporate contributions and the conversion of campaign funds to

the candidate's personal use. Complainant enclosed FEC reports filed by the Cheomweth

for Congress Committee recording a S 1.750 loan by Consulting Associates to candidate

Chenoweth which was later repaid w ith campaign funds. Complainant al-, included a

copy of a FEC report containing a S2.500 disbursement to Consulting Associates labeled

-travel disbursement." Consulting Associates is an Idaho corporation and Helen

Chenoweth is a principal owiner, officer, and employee of this corporation. During the

1993.94 campaign. expenditures by the Chenoweth Committee to Consulting Associates

totaled over S3 5.000 and included payments for rental, phone expenses, office/equipment



9S

rental and consulting fees. During this period, "'the candidate was the secretary and

treasurer of the corpoaation and relied upon its consulting and other services as her

principal, if not exclusive, source of income." Supplemental Complaint at 2 (January 16,

1996).

According to Complainant, during vigorous 1994 primary and general election

campaigns, "Public appearances and reliable information from close observers are that

these campaigns were virtually full-time commitments by the candidate. Despite this,

surprisingly, the House Financial Disclosure Statements reflect that Ms. Chenoweth's

salary from Consulting Associates increased during her 1994 campaign, as compared to
110

the prior. non-election year."' U at 3. Complainant notes the Committee first declared a
S8.349.1I I debt to Consulting Associates in i ts 1994 year-edrpr u htti eti

labeled "consulting primary." Complainant concludes by stating: 'All indications from

the available public records are that Ms. Chenoweth was paying herself directly or

indirectly for "consulting' services to her own campaign. By funneling money from her

campaign through Consulting Associates. Inc.. it appears that Ms. Chenoweth was able to

-' launder political contributions for her personal gain"- a
C. Respose

L. Helen Chenoweth
Chenoweth for Congress Committee and Wayne Crow, as treasurer

Helen Chenoweth and the Cheno-veth Committee responded to the initial

complaint on December 15. 1995 Counsel contends that the 1994 WVest One Bank loan

..was not a contnibution wP.Ithin the meaning of the FEC laws, as it was done in the normal

course of the bank's business based upon Nis. Chenoweth's creditworthiness, her assets
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that far exceeded the obligations involved, and her long term relationship with the bank.

and that the loan was-in accordance with all applicable laws." Chenoweth Response at I

(December 15, 1995).

According to this response. the listing of the loan at S40,000 instead of $40,400 (a

base loan of $40.000 and $400 in transactional fees) on FEC forms was "inadvertent."'

The Committee also states that the loan's initial interest rate was 10%, which was the

usual and customary interest rate for the loan. The Committee originally reported the loan

as coming from Ms. Chenoweth, however. in January, 1995. the Committee treasurer

obtained a statement from the West One Bank loan officer, provided the statement to the

FEC. and disclosed details of the loan. "The record clearly shows that there was never

any attempt to falsify or "hide' the loan, and any errors made in reporting the loan were

harmless mistakes based on a plain reading of the relevant guidelines." d

-~ The Chenoweth Respondents state that Ms. Chenoweth had banked with West

One Bank and its predecessor-in-interest (Idaho First National Bank) for twenty years

and she had received financing for various projects from the bank. "Her ability to obtain

a loan of $40.000.00 was nothing new with West One Bank." IdL The Chenoweth

Pespondents insist that Ms. Chenowe-th's assets -far exceeded what she owed on such a

loan.- noting that she only owed S30.000 on her home which was assessed at S72,000

and is presently valued at $91 .000. Ms. Chenovecth contends that she met her interest

obligations in 1995 and the loan was paid off b% refinancing and securing the new loan

w'Ith a second mortgage on her residence. Respondents note 'that in response to concerns

raised in the news media regarding the loan, Mirs. Chenoweth promptly went the extra



mile by securing the loan with a second mortgage on her residence."' Ud at 2. "'Prior to

becoming a candidate-for Congress, it was not unusual for Ms. Chenoweth to sign a

personal guarantee in the form of a promissory note for a loan, credit line, or credit card

on behalf of the corporation she worked for and whom she was the secretary-treasurer."

LL
Counsel states that, although in news reports Ms. Chenoweth was quoted as

saying her campaign was in touch with lawyers. in fact this was a misstatement and the

Committee had received advice from the National Republican Congressional Committee.

Counsel also states that he posed questions to a "non-lawyer on the FEC stf...

regarding the same scenario involving the loan in question, and the response was that a

'4,' loan involving only a promissory note was completely legal as long as it was in the

normal course of business of the bank and bore the customary interest rate." a
On February 12. 1996. counsel for Ms. Chenoweth and the Chenoweth

Committee responded to the amended complaint.2 Counsel initially notes that the issue

of the Chenoweth Committee's acceptance of loans from Consulting Associates was

previouslyv -asked and answeed InMR404 The Chenoweth Respondents contend

that the S.2.500 "travel rermburscment" to Consulting Associates was "a payment on

account at Consulting Associates. Inc. for serv ices and expenses relating to

The Commission did not receive a response from Consulting Associates.
In MUR 4034. complainant Bill Miauk. Chair of the Idaho Democratic Party and

the complainant in this matter, alleged that Helen Chenoweth and the Chenoweth for
Congress Committee violated FECA b% accepting two loans totaling $1,750 from
Consulting Associates. Inc. Because that matter involved less significant issues relative
to other matters pending before the Commission, a limited amount of money, and because
the respondents had undertaken remedial action, the Commission took no action and
closed the file effective November 14. 1994.



consultation.."Chenoweth Response at 1 (February 12, 1996). Counsel denies that

Ms. Chenoweth used corporate resources to circumvent campaign finance laws and states

that payments by the campaign to Consulting Associates were not converted to

Ms. Chenoweth's personal use.

Counsel included monthly billing records from Consulting Associates to the

Chenoweth campaign. The following chart is derived from the records:

BillMnth Riti Rp~i -.pust £anmte Mr Reenmro

September $506.25 $782 $187.50 $2,400 -

199 (75%)4 11/93-10/94

October $506.25 $782 $187.50 -- -

199 (75%)

November $600 $949.55 $200 $200 $1,208.42
I99 (9W/O) (50(M)

December $600 $ 1.042.02 $200 $200 $1,537.50
19940/0 '

k ; -)7

January $506.25 $332 $6.75 $100 S332
1995 (750/) (5001) (15%)

Attachment 4.

The Chenoweth Respondents state that Consulting Associates had more than

enough income to pay Nis. Chenovweth's salary from sources other than the Chenoweth

Committee. These sources included prior political clients and current governmental

affairs clients. Counsel refers to U.S House of Representatives financial disclosure

4 The percentage wkithin parentheses alleged ly is the portion of the Consulting
Associates' resources used by the Committee in that month. Apparently. Consulting
Associates billed the Chenoweth Committee for a percentage of the amount that the
corporation actually paid for the Item

ft
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statements which had been attached to the amended complaint to list Ms. Chenoweth's

income received from-Consulting Associates. In 1993 she earned $25,350. In 1994 she

earned $33,150, S23,450 prior to May 1, of that year. Counsel contends: "Mr. Mauk

alleges that Rep. Chenoweth received a substantial increase in income and thereby creates

an illusion Consulting Associates. Inc. had little or no income of its own during 1994,

that Rep. Chenoweth was not working during the campaign, and that her private business

had come to a complete halt. This is simply not true. Such bald assertions are not

supported by the facts." LL at 3.

Counsel then lists all income for 1993 and all income for 1994

.He

states:

Ms. Chenoweth continued to work full time well into the
year at Consulting Associates, Inc. as a consultant helping
with the clients of CA. Inc. Her chief client provided
regular retainers to CA. Inc. for Mrs. Chenoweth's work.
She managed that client's various efforts to work with the
government on his projects and to manage his attorneys
relative to a major lawsuit in question. She traveled quite a
bit for this particular client and spent many, many hours
during the 1994 campaign working for him. As her own
campaign became more tense, she had to draw away from

her full-time work in August/September, 1994, and she
went into full-time campaigning for the U.S. Congress in
September, 1994. Yet, even in September of 1994, she did
some work for her client, assisting him in obtaining other
consultants and in closing down her work for him.

aat 7. Counsel insists that in the last quarter of 1994 there were no salary payments or

bonuses from Consulting Associates to Ms. Chenoweth and there have been none since

she assumed office.
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According to the response. the two principals of Consulting Associates - Ven

Ravenscroft and Helen Chenoweth - "were politically involved. The company they

started, Consulting Associates, Inc., used their expertise to consult and manage political

campaigns, as well as lobbying the state legislature and dealing with governmental

officials." Uii at 2. Consulting Associates was started in 1979 and began to wind down

in January. 1995: Counsel contends it was difficult to gather information for this

response because Mr. Ravenscroft lives 100 miles from him and Wayne Crow, the

Committee treasurer, has had colon cancer and "has been out of commission"" since early

December. 1995.

2. West One Bank

West One Bank responded to the complaint on January 18, 1996. The bank

contends that "if there was any violation of the FECA by West One Bank, such a

violation was a technical one. at best. and now has been rectified"' - the loan to

Ms. Chenoweth was restructured in November, 1995. when she obtained a second

mortgage on her residence. W~est One Bank Response at 1, (January 18, 1995). Prior to

receiving the 1994 bank loan from WVest One Bank, Ms. Chenoweth had been a customer

of Wecst One Bank for five years. During that period she maintained an account with the

bank, took out two loans, and had a line of credit. "Her payment history as to those loans

and the line of credit had been excellent"- Id

4 According to counsel. Consulting Associates. Inc. is no longer an operating
business and counsel believes that it may have forfeited its corporate status late in 1995
by failing to pay a corporation tax. Dun & Bradstreet states that it was informed by a
former corporate officer of Consulting Associates that the corporation was discontinued
in the latter part of 1995.



On November 22, 1994. Ms. Chenoweth applied for a personal loan. According

to West One Bank, "The loan officers who processed Ms. Chenoweth's loan application

handled the application in the manner in which they would have handled any other

individual's application for a personal loan for business purposes and followed the bank's

routine procedures in processing the application." La at 2. The bank admits that this loan

application may have been distinguished from others because the loan officers knew Ms.

Chenoweth had been elected to Congress and thus would have a much higher guaranteed

income. After reviewing Ms. Chenoweth's loan documents, the loan officers determined

that she was qualified "under the bank'*s guidelines for the granting of personal loans,"'

j.to receive a $40.400 unsecured loan (including $400 for the bank's loan fee) at a

variable interest rate. initially at I10%/.

West One Bank contends that this loan complied with all requirements, ""except,

possibly. the requirement that the loan be 'made on a basis which assures repayment',

since the loan was unsecured." JA Although Nis. Chenoweth had advised the bank that

the money would be partially repaid wth proceeds from fund-raisers and that part or all

of the loan proceeds would be used for campaign debts. "'the loan officers were not, aware

and did not believe that fact might make the loan subject to any special requirement other

than the bank's guidelines for the granting of loans." a at 2-3. Until the loan became

the subject of media coverage In the fall of 1995. the bank was unaware of any possible

-technical" deficiencies in the loan WVest One Bank states-

Once it appeared that the loan might not satisfy the "assurance of
repayment" requirement, both the bank and Ms. Chenoweth took steps to

rIfy th iuto. . Chenoweth made a large principal payment
against the November 23. 1994 loan. She then applied for, and received ,
a new loan from W~est One Bank that was secured by collateral in her



Idaho residence. The proceeds from that loan were used to retire the
November 23, 1994 loan.... The new loan that West One Bank issued to
Ms. Chenowesh on November 8, 3995 is fully collateanlized and was
subjected to the bank's normal and routine process for the granting of such
loans.

Id.at 3. The bank contends that the new loan is in full compliance with the requirements

of I1I C.F.R § 100.7(b)(I 1) The bank also submitted certain documents relating to the

1994 and 1995 loans.

D. Anabsis

1. Making of the West One Bank Loans

According to the regulations. a loan will be deemed to be made in the ordinary

course of business if meets four criteria. The 1994 Chenoweth loan met two of the four

criteria in that it was evidenced by, a written instrument -~ the promissory note - and it

was subject to a due date of November 23. 1995. However. this loan may not have been

-~ made in the ordinary course of business, as it appears that the loan neither met the

assurance of repayment criterion nor bore the usual and customary interest rate of the

lending institution for the category of loan involved. I I C.F.R. §§ I O.7(b)(I 1) and

1OO.8(bX 12). Although Helen Chenoweth applied for these loans in her own name, she

received them as an agent of the Chenoweth Committee pursuant to I I C.F.R. § l101.2(a).

With respect to the assurance of repayment criterion, the bank did not receive

either of the two alternative sources of repayment which automatically satisfy the

assurance of repayment critenion as reflected in I1I C.F.R. § 100.7(b)( I I)Xi) -- it did not

have a perfected secunit interest in collateral, the fair market value of which was greater

than or equal to S40.000. and there wAas no written agreement signed by the candidate or
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her committee pledging future receipts.6 Nor does the totality of the circumstances in this
situation indicate that4e loan was made on a basis which assured repayment.

I I C.F.R. § 100.7(b)(l l)ii).

West One Bank appears to concede that the 1994 loan probably would not meet

the assurance of repayment requirement. The bank notes in its response that: "Once it

appeared that the loan might not satisfy the 'assurance of repayment' requirement, both

the bank and Ms. Chenoweth took steps to rectify the situation."' West One Bank

Response at 3. The bank acknowledges elsewhere: "As is readily apparent. the loan to

Ms. Chenoweth complied With all of the requirements of 11I C.F.R. § 1OO.7(b)(l 1) except,

possibly, the requirement that the loan be *rmade on a basis which assures repayment*,

* - since the loan wcas unsecured.'* Ld at 2. Ms. Chenoweth appears to have restructured the
C

loan using home equity after a number of newspaper articles commented unfavorably on

this transaction.

Although West One Bank decided that Ms. Chenoweth was a good credit risk -

the loan memorandum recommending approval of the loan noted that Ms. Chenoweth has

good repayment ability. good credit, limited debt, and a sure Job for two years

C, ~ (Attachment I at 2) - these factors do not satiFFN the assurance of repayment criterion.

In addition, it is not even clear that the bank memorandum supporting approval of the

loan was accurate in stating that Nis. Chenovweth had good credit in 1994. Although the

*Although Ms. Chenovheth had orally informed West One Bank that she would use
campaign fund-raisers to repay a portion of the 1994 loan, this was not a pledge of future
receipts required by- I I C.F.R. § 100 7(b)(I I XiXB) and was not a basis to assure
repay ment, in particular because the Chenoweth Committee already had significant
outstanding debts at the time this loan %kas made.



bank did not attach Ms. Chenoweth's credit history to its response, there is no indication

that the bank analyzed-s. Chenoweth' s credit history in 19940or it would have noted

that she had missed payments during the election year. In contrast, for the 1995 loan, the

bank attached a consumer loan workshret and checklist. This document noted on the

"derogatory or insufficient credit history" section that "'slow credit occurred during

campaign year. Credit is now current."' LL at I11. Although there may have been

different requirements for processing the unsecured 1994 loan and the 1995 secured loan,

presumably this information would have appeared on a 1994 credit report which was

ignored by the bank in its loan recommendation. Furthermore, in making the 1994 loan

-* the bank received absolutely no collateral. Although the promissory note permitted a

* - right of set off such that the bank could attach all funds held in Ms. Chenoweth's name at

West One Bank, Ms. Chenoweth apparently had no personal accounts in the bank. On

her financial statement dated November 23. 1994. Ms. Chenoweth listed her sole cash

assets as $6,322 held by the National Guard Credit Union. Ud at 3.'T

7 Other evidence that the 1994 loan may not satisfy the assurance of repayment
o criterion arises from the amount of the loan when compared to her net worth.

Two
newspaper articles focusing on this transaction, one by the Associated Press and one
appearing in the Idah Statesman. state that the industry "rule of thumb"" for unsecured
loans is to make a loan equal to no more than 10% of an individual's net worth. An
Idao Sateman article by a reporter wIho attempted to mimic Ms. Chenoweth by
applying for an unsecured loan and got kicked out of West One Bank by its president,
notes that lfwJhen I filled out my application with Joyce Brewer, manager of the
Statehouse branch, she said the 'general rule' for unsecured loans is 10 percent of a
borrower's assets.... She also said the 10 percent rule is flexible."' Attachment 2 at 2
and 4. This Office wkill gather additional information about this issue during its
investigation.
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Respondents also do not appear to have satisfied the requirem ent that the loan

bear the usual and customary interest rate of the lending institution for the category of

loan involved. The 1994 S40,000 unsecured loan was obtained at a variable rate equal to

1.5% over prime, initially at 10%. The 1995 loan was for $30,400 loaned at a fixed rate

of 9.67%. in October, 1995 the prime rate was 8.75%. West One Bank did not provide

information showing that the rates in effect for the 1994 and 1995 bank loans were the

customary interest rates for the time periods during which the two loans were made, but

publicly available information obtained concerning the current practices of two banks

raises questions as to whether the loans may have been made below market rate.'

Recent communications between the Committee and the Commission raise

additional questions regarding the 1995 loan. Pursuant to a recent request for additional

information from the Reports Analysis Division questioning in part the Chenoweth

Committee's failure to submit a C- I and accompanying loan document relating to the

I In an effort to determine whether the interest rate was something this Office
should examine, this Office contacted Crestar. a local District of Columbia bank, and
West One Bank in Boise, Idaho to find out howA a bank's lending rate for personal loans is
currently related to the prime rate for both secured and unsecured loans. On February 7,
1996. when the prime lending rate was 8.25/%. Crestar would have charged 10.25%
interest on a $40,000 secured loan (2% above prime) and would have charged 12.5%
interest on a $40.000 unsecured loan (4.25% above prime). There would be no additional
loan fees. According to a West One Bank loan officer, for a loan secured with home
equity, the rate on a $40,000 loan would be either 9.680/ (variable rate) or 10. 15% (fixed
rate), in addition to a $500 flat loan fee. If the same loan were unsecured the bank would
charge 12.13% (variable rate) or ) 1% (fixed rate). in addition to a 1% loan application
fee. Thus, both Crestar and West One Bank currently charge at least 2% more for an
unsecured loan than for a secured loan and West One Bank currently charges almost 4%
over prime for an unsecured adjustable rate loan. Although not determinative of the
interest criterion for the 1994 and 1995 loans, it appears that at present an unsecured loan
wAith an interest rate of 1 .50/% ovecr prime and a secured loan with an interest rate of .92%
over prime would not satisfy that criterion. In discovers', this Office intends to elicit
West One Bank's practices regarding interest rates at the time these loans were made.
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1995 loan, counsel for the Chenoweth Committee states that West One Bank has "taken a

firm position that [the-I 995 loan] is a personal loan, as it is secured that it was a personal

loan to Helen Chenoweth and not to the Committee."' Chenoweth Committee Response

to Request for Additional Information (April 23, 1996). Although not yet argued in

context of the instant matter, West One Bank may now argue, at least with respect to the

1995 loan, that it did not have to comply with the regulations governing loans made to

candidates or their committees because it had only made personal loans to

Ms. Chenoweth.

If the loan is made to the candidate and then it is used for campaign purposes, the

loan must meet the FECA s requirements governing loans to candidates and committees.

* - Ms. Chenoweth sought the original 1994 loan to pay off debts accrued by her committee

and she received the loan as an agent of the Chenoweth Committee pursuant to

I I C.F.R. § 101 .2(a). Apparently. in 1995, after a great deal of publicity she and West

One Bank decided to restructure the loan so that it would be secured by her personal

residence. This restructuring however does not change this loan into a personal loan.

The bank's unwillingness to sign a schedule C- I certifying that the 1995 loan was made

in the ordinary course of business substantiates concerns that the loan was not made in

the ordinary course of business. 9

9 There also may' have been additional elements of the 1994 loan which indicate
that it was not made in the ordinary course of business. Ms. Chenoweth applied for her
loan on November 22. 1994. actually signed her application and financial statement on
November 23. 1994, and received her loan payment on November 23, 1994. This seems
remarkably swift, particularly when the loan memorandum recommending approval of
the loan was dated December 2. 1994. even though the bank's response states that this is
an internal document frequently prepared after the loan has been issued. West One Bank,
Response at 2. In the same conversation this Office had with the West One Bank loan



For these reasons, it appears that there is reason to believe that neither West One

Bank's 1994 loan no-the 1995 loan was made in the ordinary course of business.'0

Accordingly, this Office recommends that the Commission find reason to believe that

West One Bank violated 2 U.S.C. § 44l1b for making contributions in connection with an

election to federal office. This Office also recommends that the Commission find reason

to believe that the Chenoweth for Congress Committee and Wayne Crow, as treasurer,

violated 2 U.S.C. § 441 b for accepting these contributions. Because it is clear that the

candidate personally applied for and received the loans, and presumably negotiated their

favorable terms, this Office recommends that the Commission find reason to believe that

Helen Chenoweth violated 2 U.-S-C. § 44 l b for accepting these contributions in her

personal capacity as a candidate.

officer on February 7. 1996. the loan officer stated that unsecured loans must be paid off
in installments and that the bank does not customarily allow the loan recipient to make a
single balloon payment. In this case, interest was paid in quarterly payments and the face
value of the loan was paid off at the end of the loan cycle.
so Counsel for the Chenoweth Respondents states that he "inquired of a non-lawyer
on the FEC staff and posed the question regarding the same scenario involving the loan in
question. and the response received was that a loan involving only a promissory note was
completely legal as long as it was in the normal course of business of the bank and boreC: the customary interest rate." Chenoweth Response at 2. This Office contacted the FEC's
Public Information Division and spoke w'Ith two public affairs specialists. Both said they
would have been quite cautious With the information they divulged about loans and
would have suggested that the caller make an advisory opinion request. The public
affairs specialists said if the issue of collateral specifically came up they would have
referred the caller to the two specific methods of satisfying the requirement at I I C.F.R. §
lOO.7(b( I I Xi) and that the Commission would examine the assurance of repayment issue
on a case-by-case basis if the means of assuring repayment did not comply with the
requirement. The specialists insisted that they would never have said that the proposed
loan obtained solely by a promissory note w'Ithout collateral was completely legal. This
Office also spoke to the Reports Analysis Division analyst who handles the Chenoweth
Committee. She concurred with the information provided by the public affairs
specialists.



2. Reporting Issues

It appears that-there were numerous requirements involving the reporting of both

the 1994 and 1995 West One Bank loans with which the Chenoweth Committee failed to

comply. The main violation appears to be that for almost 11I months on three separate

reports - the 30 Day Post-General Election Report. the 19,94 Year End Report, and the

1995 Mid-Year Report -- the Committee failed to report the 1994 loan as a loan from

West One Bank; instead, it stated that Helen Chenoweth was the source of the $40.000

loan. The loan was made on November 23, 1994. and the campaign did not list the bank

as the maker of the loan on its Schedule C form until October 20, 1995, almost eleven

months after the loan was obtained. this delinquent reporting occurred only after the

* - transaction had received substantial media attention. This is contrr to the

Commission's regulations which clearly state that any candidate who obtains any loan in

connection with his or her campaign is considered to have obtained such a loan as an

agent of his or her authorized committee. I I C.F.R. § 101.2(a).

Although on February 2. 1995 the campaign did submit a Schedule C- I form
concerning this loan and attached the 1994 promisso not Idctn htWsn

Bank was the lender, even this form %#as not s-ibmitted until almost two months after it

was due. Further, a crucial portion of the C- I stating -- "if neither of the types of

collateral described above wvas pledged for this loan, or if the amount pledged does not

equal or exceed the loan amount. state the basis upon w~hich this loan was made and the

basis on %%hich it assures repayment- -- w~as not filled out. Finally. since a committee

need onl% file a C- I one time and since the Schedule C's on the next two reports



continued to identify Ms. Chenoweth as the source of the loan, rather than the bank, the

public record contained misleading and inaccurate information even after the C- I was

filed.

The Committee appears to have correctly reported the 1995 Chenoweth loan, but

it has failed to submit the Schedule C- I form %ith its required documentation and

certification for that loan. Indeed. prior to a March 1996 request for additional

information on this point from the Reports Analysis Division. the Chenoweth Committee

apparently had never attempted to comply with the provisions of I11 C.F.R. § 104.2(dX I)

and submit a completed Schedule C-1. Even if counsel'"s statement is correct that the

West One Bank now contends Ms. Chefloweth's 1995 loan is personal and not campaign

related, the Committee still remains in violation of the reporting provision.'

The Chenoweth Respondents claim that these reporting violations were all

"harmles" mistakes. 12Although the misstatement of the interest rate and correct loan

Counsel for the Chenoweth Committee now states that because he cannot obtain asigned C-lI from West One Bank. he is ""directing the campaign to amend prior reports
%ith regard to this loan. and showA it as a personal loan from the bank to Helen
Chenoweth. and that this has in turn been loaned to the campaign." Chenoweth
Committee Response to Request for Additional Information (April 23. 1996). In a letter
dated May 9. 1996. this Office informed the Committee that its "failur? to timely submit
a schedule C- I is implicated in ML'R 4283. and the Commission will address this issue
within the context of the MUR. Please do not amend the Committee's reports to describe
the 1995 loan as a personal loan from Congresswoman Chenoweth to the Chenoweth
Committee until and unless you hear from the Commission." Office of General Counsel
Response to Chenoweth Committee s April 23. 19%6 Letter (May 9. 1996).

The Chenoweth Committee apparently has misreported a number of other items in
its past reports. The Committee consistently reported the 1994 loan rate as 10.25% when
the interest rate, at least initially. was 10.00%. The loan amount actually became $40,400
because of the addition of $400 in extra loan fees which were rolled over into the loan
principal, but the campaign reported it as a $40,000 loan. In its 1994 Year End Report,
the Chenoweth Committee first reported a debt owed to Consulting Associates of
S8.349.1I I which was described as -consulting prima'i. " the Committee made a S2.500



amount is minor, the misreporting of the source of the loan and the absence of collateral

is clearly not harmles& Accordingly, this Office recommends that the Commission find

reason to believe that the Chenoweth for Congress Committee and Wayne Crow, as

treasurer, violated 2 U.S.C. § 434(b) and IlI C.F.R. § 104.3.

.3. Consulting Associates Loans

According to the Chenoweth Committee's 1993 Mid-Year Report. the Committee

accepted two loans from Consulting Associates. Inc.' 3 __-$1,250 on May 25, 1993 and

$500 on June 11, 1993. Attachment 3 at 2. The Committee repaid the loans on June 30.

1993. LL at 3. The Reort Anysis Division wrote to the Committee and explained that

corporate contributions are prohibited under FECA and requested clarification. Id. at 4.

* - The treasurer responded: "Yes. we had a loan from a corporation which opened the bank

account for the election committee. As soon as the committee got the campaign guide

and read it, we realized the monies were prohibited and it was then immediately paid

back. I hoped the report openly reflected this Information and I regret the error."'

I.at 5. The making of a loan by a corporation. which is not in the business of making

loans. or the acceptance of such a loan is prohibited under the Act. Accordingly, this

Office recommends that the Commission find reason to believe that Consulting

Associates Inc. violated 2 U.S.C. § 441b for making S1.750 in contributions to

payment on this debt during this reporting period. The Committee apparently failed to
timely report this debt since the pnmar% had occurred in May of 1994. Finally,. in
Schedule D of the 1995 Mid Year and 1995 Y'ear End Reports. the beginning and ending
debt balances for the Consulting Associates entries did not match from one report to
another. After subsequent amendments in April 1996. these entries still appear to be
incorrect.

11 Although we have no information suggesting that Consulting Associates. Inc. is a
Sub-chapter S corporation. we plan to find out in discovery.



Chenoweth for Congress Committee. There is also reason to believe that the Chenoweth

for Congress Committee violated 2 U.S.C. § 44l1b by accepting SI1,750 in contributions

from Consulting Associates.

4. Consulting Associates Expenditures

Thie Chenoweth Committee may have received other corporate contributions firom

Consulting Associates stemming from the fact that the campaign used Consulting

Associates" facilities. Information received to date indicates that the Committee may not

always have paid the proper amount and may not always have paid Consulting Associates

within a commercially reasonable time period. The Chenoweth Committee may also
IN

have misreported the purposes of some of its transactions with Consulting Associates.

During the course of the 1994 primary and general election campaigns, the

Chenoweth Committee made numerous disbursements to Consulting Associates, a firm

partially owned by Helen Chenoweth.'4 The Committee reported miscellaneous

expenditures which it identified as follows:

PURPOSE DATE AMOUNT

Office/Equipment Rental 8/1 2/94 S2.255 00
Phone Expense 91.10194 $646.37
Rental 12 1 /94 $ 3.15 7.9 7
Rental 12.T22'94 $.3 5 79.52
Trave-l 12129194 S2.500-00

Total: S12,138.86

In addition, the campaign made more than S23.000 in disbursements to Consulting

Associates for which the stated purpose wvas -consulting fees":

14 Ms. Chenoweth owned 49.5% of' Consulting Associates and was its secretary-
treasurer. Vernon Ravenscroft also owned 49.5% of Consulting Associates and was its
president. Bob Robson owned the final 1% of capital stock.



9/19/94 $5.000.00
10/28/94 - $1,549.50
11/1/94 $1,108.48
11/2/94 $675.00
11/4/94 $1,500.00
11/16/94 $1,000.00
11/23/ 394 $3,336.59
3/13/95 $2,028.00
7/18/95 $1,277.00
11/30/95 $500.00
12/29/95 $5,349.11
12/29/95 $541.81
Total: $239865.49

Counsel for the Chenoweth Respondents Provided copies of monthly bills from

Consulting Associates to the Chenoweth Committee which reflected some but not all of

October
%-1994

-November

Jauuanv
1995

TOTAL

the reported

$506-25

disbursements. Those records are summarized as follows:

$782 S187.50 S2,400

$506.25 $782

S600

S600

$949.55

S ,0j 2.02

$506.25 $332

S2,718.75 $31887.57

S187.50

S200

$200

$6.75

S781.75

Total, 9/94 -

$200

$200

$100

$1,208.42

$1,537.50

S332

Month Toal

$3.875.75

$1,475.75

S3.157.97

$3,579.52

$1,277

S2,900 $39077.92

I M = S13,365."9

S.51 Attachment 4.



Although it is possible to reconcile the amounts of some of the bills With the

amounts of some of the reported disbursements, it is more difficult to match the basis

listed in the bills for the fees charged with the reported purposes of disbursements. For

example. monthly billing records supplied by counsel for the Chenoweth Respondents

sometimes include charges for use of Consulting Associates facilities (rent, equipment,

and supplies) together with a charge for partial use of a receptionist and the services of

Vernon Ravenscroft the president of Consulting Associates. This can be seen, for

example, in the November 1994 and December 1994 bills.

While the Committee reported two disbursements in December 1994 that matched

exactly the amounts of the November and December bills provided by the Chenoweth

Respondents, the only purpose the Committee reported for these disbursements was

"1rental," even though the bills that appear to match include charges for supplies, the

computers, and the time of Vernon Ravenscroft and a receptionist. Since disbursements

to pay bills which included charges for Mr. Ravenscroft's time were sometimes reported

as being for rental. this also raises questions about what may have been the actual purpose

* of the disbursements reported by the committee only as -consulting fees."' In fact, the

Chenoweth Respondents add to this confusion by contending that the $2.500 "travel

reimbursement" to Consulting Associates as reflected in the 1994 Year End Report was

actually "a payment on account at Consulting Associates. Inc. for services and expenses

relating to consultation ... Cheno%%eth Response at I (February 12, 1996). The

apparent erroneous statements of purpose for these disbursements made by the



Committee to Consulting Associates at least appear to be violations of

2 U.S.C. § 434(bX(4).-

Since respondents have not provided us with all the bills, it is also unclear the

extent to which Consulting Associates %w reimbursed at the proper rate and within the

proper time period. Indeed, given the questions about the accuracy of the reported

purposes of the Chenoweth Committee's disbursements, it is not even clear whether these

transactions are reflective of the Committee's use of corporate facilities pursuant to

section I114.9(d) of the regulations. reflective of a consulting relationship pursuant to

section 116.3. or both. 15 The information provided by the Chenoweth Respondents and

the Chenoweth Committee's reports raises these questions and warrants further

investigation on whether the Committee used Consulting Associates" facilities or

purchased consulting services.

Even the limited evidence received to date appears to indicate instances in which,

under any measure, the Committee did not reimburse Consulting Associates on a timely

basis. For instance, the September 1994 bill contains a charge of S2.400 for "Rent two

-~ computers for one year. Nov. 1993 thru Oct. 1994." Attachment 4 at 1. Similarly, the

January 1995 bill for $1.277 was not paid until .July 18, 1995 (the disb'ursement is listed

as a consulting fee). Moreover. debts owed to Consulting Associates reflected in the

1 In addition, in instances when Ms. Chenoweth as a stockholder in Consulting
Associates personally made more than occasional, isolated, or incidental use of
Consulting Associates' facilities, she was required to personally reimburse Consulting
Associates wvithin a commercially reasonable time for the normal and usual rental charge.
I I C. F.R. § I I 4.9(a)Y(2).



1994 Year End report were not paid off until December 29, 1995 -- at least one year after

they were accrued. -

Two other charges for which the Committee was billed or disbursed funds --

receptionist services and travel -- also appear to evidence violations of 2 U.S.C. § 441 b

unless Consulting Associates regularly extended credit for those services. The monthly

reports provided by counsel show S3.887.57 in bills for a receptionist between

September, 1994 and January, 1995. A statement from the reception included by counsel,

dated October 12, 1994, notes: "I have examined my work schedule and for the month of

September find that I spent approximately 80% of my total work hours on campaign

related efforts. For our c-* nrds we certainly can justify at least a 75% charge to the

campaign: 132 hours @a S5.50 an hour for a total of $726.00." Attachment 4 at 6.

I I C.F. R. § 114.9 "~applies only to the use of corporate facilities and does not include the

use of the paid services of corporate employees. Therefore, this section cannot be read as

supporting or auhorizing reimbursement .. , regarding the compensation paid to ...

employees for the political services rendered to Federal candidates."' Advisory Opinion

1984-24. ' The Committee also disbursed $2.500 to Consulting Associates for "travel."

(7 In the absence of evidence that Consulting Associates extended credit for, or even

provided, receptionist services or travel services to its customers in the ordinary, course of

its business, the provisions of I I C.F.R. § 116.3 %%ould not apply. As there is no

evidence of advance payment by the campaign. Consulting Associates' payments of the

Under new regulations to appear at I I C. F.R. § 1 14.2(f), a corporation which is
not in the business of providing secretarial servces may provide such services to a
campaign to assist in fund-raising without violating 2 U.S.C. § 441 b. if the campaign
pays in advance for the fair market value of the services.



receptionist's salary and travel expenses appear to have constituted advances and thus

may have been corporate contributions totaling S6.387.57. in violation of

2 U.s.c. § 441lb.

This conflicting information relating to the Chenoweth Committee's use of

Consulting Associate's facilities and consulting services provides additional bases for

reason to believe findings of 434 and 44 1 b against the Committee and 441 b against

Consulting Associates. The evidence appears to show that the Chenoweth Committee

may not always have paid the proper amount and may not always have paid Consulting

Associates within a commercially reasonable time period. Furthermore, the Chenoweth

Committee may have misreported the purposes of some of its transactions with

Consulting Associates.

The amended complaint also raises questions concerning possible violations of

2 U.S.C. § 439a. In support of this allegation. Complainant notes the significant amounts

of payments made by* the Chenoweth Committee to Consulting Associates. and that

Ms. Chenoweth relied on her Consulting Associates' salary as her sole source of income

- .. ~ during the campaign. Complainant also notes that Ms. Chenoweth faced hotly contested

primary and general elections in May and November 1994. both requiring virtually full-

time commitments from the candidate. howPe%-er. Nis. Chenoweth salaryv from ConsultIng

Associates Increased in 1994 as opposed to 1993

A candidate and his or her campaign committee may exercise wide discretion in

making expenditures. 2 USC. § 441 (19). but that discretion is not unfettered. The

candidate may not convert excess campaign funds to personal use. The Commission has
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interpreted Section 439a so as to prohibit the use of campaign funds "to confer a direct or

indirect financial benefit on such individual except in those situations where the financial

benefit is in consideration of valuable services performed for the campaign." AO 1987-1

and AO 1986-39.

The Chenoweth Respondents deny violating.2 U.S.C. § 439a and contend that

Consulting Associates had more than enough income to py Ms. Chenoweth's salary

from other sources in both 1993 and 1994. Counsel includes monthly receipts for 1993

and 1994 to show that the corporation had income exceeding in 1993 and

in 1994, not including payments made by the Chenoweth Committee. Counsel

also states that Ms. Chenoweth worked full time for Consulting Associates until August

1994, when she began campaigning. and part time in September 1994.

Despite denials by the Chenoweth Respondents, numerous issues need to be

further examined. Prior to and during the 1994 campaign, Ms. Chenoweth was a

corporate officer. 49.5% stockholder, and employee of Consulting Associates. The list of

Consulting Associates 1993 income provided by counsel shows in part that less than 5%

of the corporation's income wa generated from political clients, and it is unclear whether

any of these payments were actially for consulting in relationship to a campaign for

public office. According to various newspaper articles and Dunn and Bradstreet,

Consulting Associates were specialists in energy and timber issues, and this is clear from

the 1993 and 1994 roster of income. It appears that Consulting Associates previously had

done little or any consulting on behalf of political candidates, but the company received

more than S35,000 from the Chenoweth Campaign. While nothing prohibits a
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corporation from starting a new business specialty, and there is no FECA prohibition on a

campaign's use of a new political consultant firm, these transactions raise questions that

the Chenoweth Committee may have made disbursements for services it never received.

This Office also notes that Ms. Chenoweth indicated that she sometimes

personally' guaranteed financial commitments made by Consulting Associates. This

Office does not know whether Ms. Chenoweth had any existing personal guarantees at

the time she became a candidate that may have placed her at some financial risk if

Consulting Associates were not able to repay those loans, In addition, this Office does

not know what, if any, payments Ms. Chenoweth received at the time Consulting

Associates ceased doing business. These circumstances raise numerous questions which

this Office believes should be addressed in discovery. Accordingly, this Office

recommends that, with respect to the transactions involving Consulting Associates, '7 the

Commission make an alternative finding that there is reason to believe that Helen

Chenoweth, and Chenoweth for Congress Committee and Wayne Crow, as treasurer

violated 2 U.S.C. § 439a.

5. Knowing and Willful Violations

Complainant alleged that the various violations discussed in complaint may meet
the knowing and willful standard contained within FECA " There is insufficient

Cf. AO 95-8 and Commissioner Potter's concurring opinion which notes the
correlation between contribution limitations and personal use limitations in property
ownmed by the candidate. "The standard established by this Opinion requires the candidate
to receive ec ai market value for the rental premises: no more, and no less. A rental
payment over market value would result in an illegal conversion of campaign funds to
personal use. while a rental payment below market rate would result in a reportable (and
limited by law) in-kind contribution to the campaign from the candidate and his spouse."IsThe Act addresses violations of law that are knowing and willful. S



evidence at this time to warrant knowing and willful findings against Helen Chenoweth,

the Chenoweth Committee, Consulting Associates. and West One Bank.

III. UISCQYIERY

It appears that further investigation is warranted in this matter to fully assess the

facts and circumstances surrounding what appear to be crporate contributions made by

West One Bank and Consulting Associates. Inc. to Helen Chenoweth and the Chenoweth

Committee. To expedite this investigation, this Office recommends that the Commission

approve the attached Subpoenas for the Production of Documents and Answers to

Interrogatories.

Because the Commission is required to comply with the Right to Financial

Privacy Act, 12 U.S.C. § 3401-3422, this Office recommends the issuance of two

separate subpoenas to West One Bank. Under the Right to Financial Privacy Act. the

Commission must notify Ms. Chenoweth that it has issued a subpoena to West One Bank

seeking information relating to Nis. Chenoweth's financial records; these are the

questions appearing in Attachment 6 at pages 17-22. Nis. Chenoweth would then be

etitled to file suit to prevent the Commassions access to those records. Ms. Chenoweth

2 U.S.C. §§ 437g(a)X5)C) and 437g$d,. The phrase -knowing and willful" indicates that
*.actions [were] taken with full knov. ledge of all the facts and a recognition that the action
is prohibited by law." 122 Cong. Rec. 113778 (daily. ed. May 3. 1976).

The know"ing and willful standard requires knowledge that one is violating the
law. FEC %-. John A. Dmmxesi for Coneress CommitimL 640 F. Supp. 985 (D.N.J. 1986).
A knowing and willful violation ma%- be established **by proof that the defendant acted
deliberately and with knowledge that the representation was false."' UntdStaes .-
1-lokin . 916 F.2d 207, 214 (5th Cir 1990). An inference of a knowing and willful
Violation may be drawn -from the defendants* elaborate scheme for disguising" their
actions and that they "deliberately conve%-ed information they' knew to be false to the
Federal Election Commission'I. at 214-1 5.



is not entitled to this process regarding the questions in Attachment 6 at pages 23-28.

Those questions seek -informnation relating to general banking practice or to the

Chenoweth Committee, information which is not covered by the Right to Financial

Privacy Act.

In addition. questions concerning Consulting Associates may appear particularly

repetitive. This Office directed those questions to multiple persons because the

corporation may be defunct, and it is unclear who can speak for it.

IN, RECQMMEN.DAIJINS

I. Open a MUR in Pre-MUR 3213.

2. Find reason to believe that Helen Chenoweth; Chenoweth for Congress
Committee and Wayne Crow, as treasurer; Consulting Associates, Inc.;
and West One Bank violated 2 U.S.C. § 441b.

3. Find reason to believe that Chenoweth for Congress Committee and
Wayne Crow. as treasurer, violated 2 U.s.c. § 434(b) and
I I C.F.R. § 104.3.

4. Find reason to believe that Helen Chenoweth. and Chenoweth for
* Congress Committee and Wayne Crow, as treasurer, violated

2 U.S.C. § 439a.

- ~5. Approve the appropriate letters, attached Factual and Legal Analyses, and
attached Subpoenas for the Production of Documents and Answers to
I nterrogatonies.

Date Lavwience M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
~AA~lIC70% 0( 2114ti

FROM:

DAI:

LAWRENCE PA. NOBLE
GENERAL COUINSEL

MARJORIEW E.FMMONSt BONN IE J.- ROSS
COMMISSION SECRETARY

JUNE 1?, 1996

SUB5JECT: NUR 4283/PRE-NUR 323 - FIRST GENERAL COUNSEL'S
REPORT DATED JUNE 10v 1996.

The above-captioned document was circulate to the Conmmsion
ol. Tuesday-. June 11, 1996 At 4:00

Objecion(s) have been receved fro the Commissioners) as
indicated by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott

xxx

xxx

Commissioner McDonald ____

Commissioner McGarry ____

Commissioner Potter ____

Commissioner Thomas -xx

This matter wil! be placed on the meeting agenda for
Tuesday, June 25, 1996

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

c'J



337011 TE FEDERA6L ELECTION COMSUIBION

In the Matter of

Helen Chenovth;
Chenoveth for Congress Comwittee
and Wayne Crow, as treasurer;

West One Dank;
Consulting Associates, Inc.

HUR 4263/Pre-NUR
323 r c.

CBRIFEICATI(jM

I. Marjorie W. Rnons, recording secretary for the Federal

Election Commission executive session on June 25, 1996, do

hereby certify that the Coinission decided by a vote of 4-0

to take the following actions in HUR 4283/Ire-HUR 323:

1. Open a HUR in Pre-HUR 323. c4C?2
2. Find reason to believe that Helen Chenoweth;

Chenowe th for Congress Comittee and Wayne
Crow, as treasurer; Consulting Associates,
Inc.; and West One Bank violated 2 U.S.C.
I 441b.

3. Find reason to believe that Chenoweth for
Congress Comittee and Wayne Crow, as
treasurer, violated 2 U.S.C. I 434(b) and
11 C.F.R. 5 104.3.

(continued)

.1)) 1



0

Federal Election Comission
Certification Tor MUR 4283/
Pre-14U1 323

June 25, 1996

4. Take no action at this time with respect
to recomendation number 4 in the General
Counsel's June 10, 1996 report.

5. Approve the appropriate letters, the
appropriate Factual and Legal Analyses,
and Subpoenas for the Production of
Documents and Answers to Interrogatories,
as recommended in the General Counsel's
Report dated June 10. 1996, subject to
amendment as needed pursuant to the actions
noted above and subject to am--ndment of the
subpoena to West One Bank am agreed during
the meeting discussion.

Comissioners Aiken&, Elliott, McGarry, and Thomas

voted affirmiatively for the decision; Coinissioner

McDonald was not present.

Attest:

Date
Sec~ijorie W. EmmonSectar ofthe Comission

Page 2



FEDERAL ELECTION COMMISSION
W ASHINGTON. DC - 20ft3

June 28, 1996

CERflflLED AfL

Arthur L. Herold
Frank M. Nodim'
Webster, ChaaiberSlg & Dean
1747 Pennsylvania Avenue, N.W.
Suite 1000
Washington, D.C. 20006

RE: MUR 4283
MMR 4402
West One Bank

Dear Mr. Herold and Mr. Noflhm:

7 On November 29,199S the Federal Election Commnission notified your client, West One
Bank, of an amnded compaint alleging violations of certan sections of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the amended complaint ws
forwarded to your clients at that time.

Upon further review of the allegations contained in the complaint, and information
supplied by you, the Commission, on June 25, 1996, found that there is reason to believe West
One Bank violated 2 U.S.C. § 441b, a provision of the Act The Factual and Legal Analysis,
which formed a basis for the Commnission's finding, is atteched for your information.

You may submit any factual or lega materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the Genera]
Counsel's Office along with answers to the enclosed questions marked"N FAifra%1
at the top of each page, within 30 days of receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional information, the Commission may
find probable cause to believe that a violation has occurred and proceed with conciliation.

Crktwating the* Ccarmssscvs 201h Annivn~ran

YESTERDAY, TODAY AND TOMAORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED



7~Mr. Herold and Mr. 4 a=
Page 2

The questions which do nMj contain theli "tREP.A informiati marking may be affected
by the Right to Financial Privacy Act of 1978. The Right to Financial Privacy Act permits the
customer whose records are sought ten days from the date of receipt of the Subpoena and Order
to move to quash them. Upon the expiration of this period, the Commission wilt notify you tha
it has complied with the Right to Financial Privacy Act. In the absence ofjudicial intervention. it
is then your obligation to comply with the terms of the Subpoena and Order in their entirety
within 30 days of receipt of this letter. S.= 12 U.S.C. §§ 3405 and 3411.

If you are interested in pursuing pre-probable cause conciliation, you should so request in
writing. S= I1I C.F.R. § 1 11. 1 8(d). Upon receipt of the request, the Office of the General
Counsel will make recormendaf6ns W6 the Commnission either proposing an agreement in
settlement of the matter or recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that pre-probable cause
conciliation not be entered into at this time so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for pre-probable cause conciliation after
briefs on probable cause have been mailed to the respondent.

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

This matter will remnain confidential in accordance with 2 U.S.C. ff 437g(aX4)(B) and
437g(a) I 2XA) unless you notify, the Commission in wr~iting that you %ish the matter to be made
public.

If you have any questions, please contact Stephan Kline, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

Lee'Ann Elliott
Chairmnan

Enclosures
Questions (2 sets)
Factual and Legal Analysis



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of MR48
) MUTR 4402

TO: West One Bank
c/o Arthur L. Herold

and Frank M. Northam
Webster, Chuberlain & Bean
1747 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

C Pursuant to 2 U.S.C. I 437d(aXl) and (3), and in fustherance of its investigation in the

above-captioned matter,, the Federal Election Commission hereby orders you to submit written

answers to the questions attached to this Order and subpoena you to produce the documents

requested on the attachment to this Subpoena. Legible copies which, where applicable, show

_ both sides of the documents, may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the

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

along with the requested documents within 30 days of receipt of this Order and Subpoena.



No. RFPA lubmatia
WON One Suik
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WHEREFORE. the Chairman of the Federal Election Commission has hereunto set her

hand in Washington, D.C. on ths 4  of June, 1996.

For the Commission,

-be'4kn Elliott
Chairman *i "

ATTEST:

.wj W.. Emmons~

Secretary to the Commission

Attachments
Questions and Document Requests

.i a4 ?.~-~Y1;,-~t U.
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In answering these interrogatories and request for production of documents, furnish all
documents and other information, however obtained, including hearsay, that is in -possesion Of,
known by or otherwise available to you, including documents and information appearing in your
records.

Each answer is to be given separately and independently, and unless specifically stae in
the particular discovery request, no answer shall be given solely by reference either to xAom
answer or to an exhibit attached to your response. I.. 1

The response to each interrogatory propounded herein shall set forth separately the
identification of each person capable of ftunishing testimony concerning the response give%,
denoting separately those individuals who provided informational, documentary or other input,
wad those who Wkisted in drafting the interrogatory response. k

If you canno answer the following interrogatories in full after exercisng due diligence to
secure the full information to do so, answer to the extent possible and indicate your inability to
answer the remainder, stating whatever information or knowledge you have concerning the

TT,~ unanswered pco1W d*'det~ling %fat y~u did ih'Mttei to secure the UNSw w *aW

Should you claim a privilege with respect to any documents, communications, or other
-~ items about which information is requested by any of the following interrogatories and requests

for production of documents, describe such items in sufficient detail to provide justification for
the claim. Each claim of privilege must specify in detail all the prounds on which it rests.

Unless other%%ise indicated, the discovery request shall refer to the time period from
January 1. 1993 to the present.

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



No PFPA InformationW
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DLF-FN13OS

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

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

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

"Document" shall mean the original and all non-identical copies, including drafts, of all
papers and records of every type in your possession. custody, or control, or known by you to
exist. The term doewaset inldK but is not limited to books, letters, contracts, notes, diwies,
log sheets, recor& of telephone commnications, transcripts vouchers, accounting saeds
ledgers, checks, money orders or other comrial Pape, teeras telexes, paples
circulars, leaflets, reports, memioranda, correspondence, surveys tabulations, audio and video

recrdigsdrawings, photographs, rphs, chats diagrams, lists, comnputer print-outs, and all
other wiings ai~ other data coplations from which* ifAto cu be~ n r rr 0ntc

"I1dentify" with respect to a document shall mean state the nature or type of document
(e.g., letter, memorandum), the date, if any, appearin thereon, the date on which the document
was prepared, the title of the document, the general subject matter of the document, the location
of the document. the number of pages comprising the document.

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

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and request for the production of documents any
documents and materials which may otherwise be construed to be out of their scope.

a ii
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BEFORE THE FEDERAL ELECTION COMMSSION

INTE.RRoGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
West one Bank

I. State whether it is your normal course of business to apprve loans after the loan
proceeds have been disbursed.

2. piese stat the MWua *W*gt p~ tim between an initial loan application and &Wna
disbursement of loan fun&s for both-an Unowed loan and i loan secured with real property in
November of 1994 and in October of 1995.

3. Please state the meaning of the term "WOBRR" and explain how WOBRR is
different from the prume laung 1,Ie. r-il

4. Please state the number of personal loans made by West One Bank in 1994 wid
1995 whiich were either not secured or wre secured only with a promissory noe, and provide the
follo~ing information for each such loan:

a. State whether the loan recipient had an account with West One Bank;-

b. List the loan amount and interest rate;

c. State whether the interes rate was adjustable or fixed; and

d. Provide the prime rate and WOBRR in effect on the date the loan was made.

5. Pleas state the number of all secured personal loans made by West One Bank in
1994 and 1995, and provide the following information relating to such loans:

a. State the number of loans made which bore a fixed interest rate; and

b. State the numnber of loans made which bore a fixed interest rate that was 1
percent above the prime rate or WOBRR or lower. For each such loan state the
loan amount, the interest rate, and provide the prime rate and WOBRR in effect
on the date the loan was made.



No RFPA Infrmation
West One Bank
Page 6

6. Is there a general rule in the banking industry for making unsecured loans so thata
bank would only make such a loan if it were equal to no more thani 10 percent of a borrowerss
assets? State whether this rule was in effect in 1994.

7. Please describe West One Bank's internal policy or procedure in determining
whether to make an unsecured loan to an individual. In answering this interrogatory, please
provide any written gudelines memorializing this policy or procedure.

S. State whether in November of 1994 an individual borrower of an unsecured loan
could repay West One Bank with a single balloon payment rather then installmnent paymnents of
principle. Pleas state the numbers ofimsscuved pewonal loan made by West One Bank firm
1994 to 1996 where the borrower repaid with insalment payments and where the borroe
repaid with a single balloon payment. If West One Bank has a formnal policy relating to this
issue, please provide a copy of it.

9. Pleas identify each account, loan line of credit, or other banking activity the
'N? Chenoweth for Congress Committee has hod with West One Bank. For each, please, provide the

folowing information:

* r a. List the date each account, loan, line of credit, or credit card was opened or

b. List the date each account, loan, line of credit, or credit card was closed, paid
off, or canceled; and

c. Provide the terms and payment record for each loan or line of credit.

10. Regarding the FEC C- I report signed by Wayne Crow on January 30,1995,
reflecting the making of a $40,000 loan to the Chenoweth Committee, please provide the
following information:

a. Identify the individual who signed the C-i on behalf of West One Bank;

b. Describe any conversations West One Bank had with the Chenoweth
Committee regarding the C-I1; and

c. Please identify all individuals associated with West One Bank who were
responsible for filling out and/or reviewing the information on the C-1.
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BEFORE THE FEDERAL ELECTION COMMISSION

hIthe MauerOf ) MUR 4283
) MUR 4402

TO: West One Bank
dlo Arthur L. Herold

and Frank M. Northam
Webster, C-brlan & Bean
1747 Pennsylvania Avenue, N.W.
Washingumn D.C. 20006

CPursuant to 2 U.S.C. § 43 7d(aXl) and (3), and infurtherance of itsivestigation in the

above-captioned matter, the Federal Election Comumission hereby orders you to submt written

answers to the questions attached to this Order and subpoenas you to produce the documents

requested on the attachment to this Subpoena. Legible copies which, where applicable, show
C

both sides of the documents may be substituted for originals.

O Such answers must be submitted under oath and must be forwarded to the Office of the

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

along with the requested documents within 30 days of receipt of this Order and Subpoena.



WONOnB2

WHEREFORE, the Chairman of the Federal Election Commission has hereunto sethe

hand in Washington D.C. on this 20 of June, 1996.

For the Commission,
I 11IIII

Jc AnniElliott(&
Chairman

.~' ';r~ ">~

- ATTEST:

swvrtary to the commission

Attahet
Questions and Document Requests

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

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

The response to each interrogatory propounded herein shall set forth separately t
identification of each person capable of furnishing testimony concerning the response given,
denoting separately those individuals who provided informational, documentary or other input,
and those who assabted1 in draftirig the interrogatory response.

If you cannot answer the following interrogatories in full after exercising due diligence to
secure the full information to do so, answer to the extent possible and indicate your inabffity to
answer the remainder, stating whatever information or knowledge you have concerning t

~ ~t'~'vunuus ~ ad pfv *ataling what ym id in aempt*. to secure the wd'orf4---.- -0

Should you claim a privilege with respect to any documents, communications, or other
- items about which information is requested by any of the following interrogatories and requests

for production of documents, describe such items in sufficient detail to prov ide justification for
the claim. Each claim of privilege must specify in detail all the grounds on which it rests.

Unless otherwise indicated, the discovery request shall refer to the time period from
January 1, 1993 to the present.

The folloiitMetatorics and requests for production of documents ae condi 4-iiin
nature so as to require you to file supplementary responses or amendments during the course of
this investigation if you obtain further or different information prior to or during the pendeecy- of
this matter. Include in any supplementa answers the date upon which and the manner in which
such further or different information came to your attention.
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For the purpose of these discovery requests, including the instructions thereto, the temi
listed below are defined as follows:

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

"Persons' shall be deemed to include both singular and plural, and shall mean any nahia]
persn. partnership, committee, association, copration, or any other type of o rg an67 aioor
entity.

"Documnent" shall mean the original and all noni-identical copies, including drafts, of A
papers and records of every type in your possession, custody, or control, or known by you to
exist The term document includes bw is not-16nited to books, letters, contracts, notes, diaries,
log sheets, records of telephone communications, transcnpts, vouchers, accounting sta tent,
ledgers, checks, money orders or other commercial paetelegrms, telexes, puinphet
circulars, leaflets reports memoranda, crepondence, surveys, tabulations, audio and Meno
recordings, drawings phoitographs, graphs, charts, diagrams, has, computer prin-Ms and Al
4" lMwsoi am. -bief fro wh'ich information can be o7b~apf tw* &t A

* l01dientifyo with rsetto a document shall mean stae the nature or type of document
(e.g., letter, memorandumi), the date, if any, appearing thereon, the date on which the document
wa prepared, the title of the document, the general subject matter of the document the location
of the document the number of pages comprising the document.

"Identify" with respect to a person shall mean state the full name, the most recet
business and residence addresses and the telephone numbers, the present occupation or position
of such persn, the nature of the connection or association that person has to any party in this
proceeding. If the person to be ideniR1snM tmtral petson provide the legal and trade

* names, the address and telephone number, and the full names of both the chief executive office
and the agent designated to receive service of process for such person.

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and request for the production of documents any
documents and materials which may otherwise be construed to be out of their scope.
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BEFORE THE FEDERAL ELECTION COMMISSION

INTERROGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
West One Bank

I- With regard to Helen Chenoweth's banking history with West One Bank, please
provide the following information:

a. State the length pf time Ms. Cheneoeh ha bece a customer of West One
Bank or its predecessors in interest;

b. Pleas identify each account, credit card or other banking activity (besides a
loan or line of credit) that Ms. Chenowth has had with West One Bank For

i.List the date each account, credit wd, or othe banking activity was
opened or obtained; and

ii. List the date each account, credit card, or other banking activity was
closed, paid off, or canceled.

c. State whether Ms. Chenoweth had a bank account in her name at West One
Bank on November 22, 1994 and/or October 20, 1995? If so, Please provide the
balance of each such account held in Ms. Cbenoweii's name for boobdesz and

d. Please list and describe all loan (uncluding a line of credit or any loas that
Ms. Chenoweth guaranteed) Ms. Chenoweth has received fromn West One Bank,
in either a personal capacity or professional capacity as an officer of Consulting

Associates, Inc. Please provide copies of all promissory notes and other
documents memorializing the loans or used to obtain them. For each such loan,
describe the collateral which was used to secure it.
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2. Relating to the November 8, 1995 bank loan from West One Bank to Helen
Chenoweth, a Consumer Loan Worksheet & Checklist. notes under "Derogatory or Insuftlcent
Credit History" that "slow credit occurred during campaign year. Credit now current." With
regard to this statement of past slow credit, state whether this information was known by Wese
One Bank loan officers in 1994. If so, please provide copies of any 1994 documents containing
this information and/or any analysis thereof. If not, please state why was this information not
known by West One Bank.

3. Helen Chenoweth applied for a $40,000 loan from West One Bank on
November 22,1994 and the loan funds were disbursed on November 23,1994. Regarding this
loan, pleas provide the following information:

a. Identify each person (including loan officers, superisors, managers, and any
other person) who worked on or approved this loan;

b. Describe in detail the specific task promdby each person idenified in
Interrogatory 3(a);

c. State the basis upon which approval was grated;

d. State the date approval was grmatefor te $40,000 loan and ~oiem
documentation memorializing that approval;

e. Pleas list the dates on which loan payments for the 1994 loan were due; and

f. Please provide documentation showing the dates and amounts of payments of
interest and principal for the 1994 loan.

4. Identify each person employed by West One Bank (including loan officers,
superisors, managers, and any other person) who worked on or approved the loan that
Ms. Chenoweth obtained from West One Bank on Novem ber 8, 1995.

5. Is there a general rule in the banking inustry for making unsecured logns so tha a
bank would only make such a loan if it were equal to no more tha 10 percent of a borrower's
assets? State whether this rule was in effect in 1994. If so, state why you departed from this rle
in making the 1994 loan to Helen Chenoweth.



FEDERAL ELECTION COMMISSION

FACTUVAL AND LEGAL ANALYSIS

RESPONDENT: West One Bank MUR 4283
MUR 4402

This matter was generated by a complaint filed with the Federal Election Commission

("Commission") on November 2 1, 1995. This matter was also generated based on information

asceftained by the Commission in the normal course of carrying out its supervisory

responsibilities. Sm 2 U.S.C. § 437g(aX 1). William L. Mauk, Chair of the Idaho Democratic

Party ("Complainant") alleged that Helen Chenoweth and her campaign committee, Chenoweth

for Congress Committee and Wayne Crow, as trasurer, ("Chenoweth Committee" or

"Committee") and West One Bank violated provisions of the Federal Election Campaign Act of

197 1, as amended, ("Act" or "FECA"). West One Bank was notified of the complaint on

November 29, 1995 and responded to it on January 18, 1996.

1I. FACTUAL AND LEGAL ANALYSIS

A. LAN

1. Corporte Contributions

It is unlawful for any corporation to make a contribution or expenditure in connection

with a federal election, or for any candidate or political committee to knowingly accept any

prohibited contribution. 2 U.S.C. § 441b(a). A contribution or expenditure includes any direct

or indirect payment, distribution, loan, advance, deposit, or gift of money or any services, or

anything of value. 2 U.S.C. § 441b(bX(2).



2. Book Loas

Pursuant to 2 U.S.C. §1 431(UX(BX vii) and 44 1b(bX2), and

I I C.F.R. §§ lO.7(bXl 11) and 100.9(b)(12), a loan by a bank is not a contribution if such loan is

made in accordance w~ith applicable banking laws and regulations and is made in the ordinary

course of business. A loan will be deemed to be made in the ordinary course of business if it

meets four criteria: 1) the loan bears the usual and customary interest rate of the lending

instiutio fo - - -or-y of loan involved; 2) the loan is mnade on a basis which assures

repayment; 3) the loan is evidenced by a written instrument; and 4) the loan is subject to a due

date or anion . a-*&sd 2U.S.C. §431(8X(BXvii)and 11C.F.R.§ lO.7(bXll). .

A loan will be considered to have been made on a basis which assue rpymn if it is

obtained using one of two sources of repayment or a combination of both T~he first possible

C source of repayment is if the lending institution has perfected a security interest in collaseval

owned by the candidate of political committee receiving the loan and the fair market value of

such collateral, less any liens, is equal to or greater than the loan amount. T'he second possible

source of repayment is if the candidate or political commidttee provides the bank with a written

agreement pledging future receipts such as public financing, contributions, or interest income,

the amount of which is equal to the loanl. I I C.F.R.§ lO.7(bX Il1)i). If these criteria are not

met, the Commission will consider the totality of the circumstances on a case-by-case basis in

determining whether a loan was made on a basis which assures repayment.

I I C.F.R. § lO.7(bXlIlIXii).
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Pursuant to 11I C.F.IL 101 .2(a), any candidate who obtains any loan in connection with

his or her campaign shal be considered as having obtained such a loan as an agent of his or her

authorized committee.

3. Reporting Requirements

Under the Act, a bank loan obtained by a candidate is a receipt which must be reported to

the Commission in the first report following a political committee's receipt of the loan. Thbe

regulations require that along with tlwipoft, the campaign must file a Schedule C- I containing

several types of information including: the date and amount of the loan; the interest rate and rate

of repayment; the type and value of oslitemi iu to secuire the loan; whether the security is

perfected; and an explanation of the basis upon which the loan was made if not made on the basis

of traditional collateral or othe permitted sources of repayment The Schedule C-lI must also

contain certification from the lending institution sitating tha the terms of the loan as reported are

accurate; that the lending institution was aware of the Commission's loan regulations; tha the

loan is made on a basis that assures repayment; and that the loan was made with no mnore

favorable rates or terms than other loans. I I C.F.R. § 104.3(d). Pursuant to

2 U.S.C. § 434(bX4), a committee must also report all disbursements made during the reporting

period.

B. Complaiut

Complainant William L. Mauk, Chair of the Idaho Democratic Party, filed a complaint

with the Commission on November 21, 1995. He alleges that Helen Chenoweth, the Chenoweth

for Congress Committee and Wayne Crow, as treasurer, and West One Bank violated FECA by

receiving or making an "illegal" bank loan. Complainant alleges that Helen Chenoweth received



a ban loan of $40,400 from West One Bank, which was made withou collateral or other

security and thus did not meet the Act's reurmn tha it be "Made on a basis which assures

repayment."' Complainant furter alleges tha the loan initially was reported on Committee

reports as a personal loan from Helen Chienoweth to her capaign committee and not as a bank

loan from West One Bank and originally was reported as bearing an intees rate of ten and or*.

quarter percent. This infoumation in the initial cmlitwas al" separately ascertained by the

Commission in the normal course of carrying out its supwAliby -Isonibiflities.

C. Rape

West One Bank repode to the comptaint on iatiny 18, 199. ThMowed that

"if there was any violation of the FECA by West One Bank such a violation was a technical owe,

at best, and now has been rectified - the loan to Ms, Chenoweth wasmrstuctured inNoebr

1995, when she &t9ihe a a ii*4~o t &i West One Bar& bgdou&n*t t,

(January 18S,1995). Prior to receiving the 1994 bank lowi from West One Bik Ms. Chenoweth

had been a customer of West One Bank for five years During tha period she maIntie an

account w~ith the bank, took out two loans, and had a line of credit. "Her payment history as to

those loans and the line of credit had been excellent."

On November 22, 1994, Ms. Chenoweth applied for a persona loanm According to West

One Bank, "The loan officers who processed Ms. Chenoweth's loan application handled the

application in the manner in which they would have handled any other individual's application

for a personal loan for business purposes and followed the bank's routine procedures in

processing the application." The bank admits that this loan application may have been



distinguished ffrm others because the loan officers knew Ms. Chenoweth had been elected to

Congress and thus would have a much higher guaranteed income. After revieweing

Ms. Chenoweth's loan documents, the loan officers determined that she was qualified "under the

bank's guidelines for the granting of personal loans," to receive a $40,400 unsecured loan

(including $400 for the bank's loan fee) at a variable interest rate, initially at I10e.

West One Bank contends that this loan complied with all requirements, "except, possbly,

the requirement that the loan be 'made on a basis which assures repaymn' sines the lIm was

unsecured." Although Ms. Chenoweth had advised the bank that the money would be partially

repaid with proceeds from fund-raisers and that part or all of the loan proceeds would betied far

campaign debts, "the loan officers were not aware, and did not believe that fact might make the

loan subject to any special requirement other than the bank's guidelines for the granting of

o - loans" Until the loan became the 9*jed of rned& WAO*g in the fall of 1 995, t'WU&iMa'

unaware of any possible "technical" deficiencies in the loan. West One Bank states:

Once it appeared that the loan might not satisfy the "assurance of
repayment" requirement, both the bank and Mts. Chenoweth took steps to rectify

17, the situation. Ms. Chenoweth made a large principal payment against the
November 23, 1994 loan. She then applied for, and received , a new loan from
West One Bank that was secured by collateral in her Idaho residence. The
Procee4s from that loan were used to retir the November 23, 1994 loam,...~ Tile

C.". ew lon tha WesiOne Bank issued to Ms. Chenoweth on November 3, 1995" is _
fuilly collateralized and was subjected to the bank' s normal and routine process for
the pranting of such loans.

The bank contends that the new loan is in fuzll compliance with the requirements of I1I C.F.R. §

100.7(bt 11). The bank also submitted certan documents relating to the 1994 and 1995 loans.



D. A mal

According to the regulations, a loan wilt be deemed to be made in the ordinary course of

business if meets four criteria. The 1994 Chenoweth loan met two of the four criteria in that it

was evidenced by a written instrument -- the promissory note -and it was subject to a due date

of November 23. 1995. However, this loan may not have been made in the ordinary course of

business, as it appears that the loan neither met the assurance of repaymt criterion nor bore the

usua and customary interest rate of the lending institution for the category of loan involved. I11

C. F.R. §§ l00.7(bXl 11) and Il00.S(b)(l2). Although Helen Chenoweth applied for these loans in

her own name, s"received them as an agent of the Chenoweth Committee pursuant to

I I C.F.R. § 101 .2(a).

With respect to the assurance of repayment criterion, the bank did not receive either of the

two alternative sousces of repayment which automatically satdsf the amsmce oftepaymeat

criterion as reflected in I I C.FR. J 100.7(bXlII Xi) -- it did not have a perfected security interest

in collateral, the fair market value of which was greater than or equal to $40,000, and there was

*no written agreement signed by the candidate or her committee pledging future receipts.! Nor

C does the totality of the circumstances in this situation indicate that the loan was made on a basis

which assured repayment. I1I C.F.R. § l00.7(bX(I 1)(ii).

West One Bank appears to concede that the 1994 loan probably would not meet the

assurance of repayment requirement. The bank notes in its response that: "Once it appeared that

I Although Ms. Chenoweth had orally informed West One Bank that she would use
campaign fund-raisers to repay a portion of the 1994 loan, this was not a pledge of future receiprs
required by I I C.F.R. I l00.7(bXl I)(iXB) and was not a basis to assure repayment, in particular
because the Chenoweth Committee already had significant outstanding debts at the time this loan
%%as made.



the loan might not satisfy the "assurance of repayment' requirement both the bank and Ms.

Chenoweth took steps to rectify the situation" West One Bank Response at 3. The bank

acknowledges elsewhere: "As is readily apparent, the loan to Ms. Chenoweth complied with all

of the requirements of' II C.F.R. § 100.7(b)(l 1) except possibly, the requirement that the loan be

"made on a basis which assures repayment'. since the loan was unsecured." 1I& at 2.

Ms. Chenoweth appears to have restr uctured the loan using home equity after a number of

newspaper articles commnented unfavorably on this transaction.

Although West One Bank decided that Ms. Chenoweth was a good credit risk - the loan

memorandum recommending appovat of the loan noted that Ms. Chenoweth has good

repayment ability, good credit, limited debt, and a sure job for two years - thene factors do no

satisfy the assurance of rent criterion. In addition, it is not even clear that the bank

- memorandum supporting approval of the loan was accurate in statin that Ms.'Chno ll'i&,

good credit in 1994. Although the bank did not attach Ms. Chenoweth's credit history to its

response, there is no indication that the bank analyzed Ms. Chenoweth's credit history in 1994

or it would have noted that she had missed payments during the election year. In conuat for the

1995 loan, the bank attached a consumer loan worksheet and checklist This document noted on

the "derogatory or insu~ficieni'credit history" section that "slow credit occurred during campaign

year. Credit is now current." Although there may have been different requiremnents for

processing the unsecured 1994 loan and the 1995 secured loan, presumably this information

would have appeared on a 1994 credit report which was ignored by the bank in its loan

recommendation. Furthermore, in making the 1994 loan the bank received absolutely no

collateral. Although the promissory note permitted a right of set off such that the bank could



attach all funds held in Ms. Chenoweth's name at West One Bank. Ms. Chenoweth apparently

had no personal accounts in the bank. On her financial statement dated November 23, 1994, Ms.

Chenoweth listed her sole cash assets as $6,322 held by the National Guard Credit Union.2

Respondents also do not appear to have satisfied the requirement that the loan bear the

usual and customary interest rate of the lending institution for the category of loan involved. The

1994 S40,000 unsecured loan was obtained at a variable rate equal to 1.5% over prime, initially

at 10%.- The 1995 loan was for $ 30,400 loaned at a fixed rate of 9.67%; in October, 1995 the

prime rate was 8.75%. West One Bank did not provide information showing that the rates in

effect for the 1994 and 1995 bank loans were the customary interest rates for the time periods

1110 during which the two loans were made, but publicly available information obtained concerning

the current practices of two banks raises questions as to whether the loans may have been made

C, below market rate.3

Other evidence that the 1994 loan may not satisfy the assurance of repayment criterion
arises from the amount of the loan when compared to her net worth.

Two newspaper articles focusing on this transaction, one
by the Associated Press and one appearing in the IdahoStatesman, state that the industry "rule of
thumb" for unsecured loans is to make a loan equal to no more than 10% of an individual's net
worth. An IdahoStatesman article by a reporter who attempted to mimic Ms. Chenoweth by
applying for an unsecured loan and got kicked out of West One Bank b. Ats president, notes that
6'(wlhen I filled out my application with Joyce Brewer, manager of the Statehouse branch, she
said the 'general rule' for unsecured loans is 10 percent of a borrower's assets. ... She also said
the 10 percent rule is flexible."

In an effort to determine w~hether the interest rate was something the Commission should
examine. the Office of General Counsel contacted Crestar, a local District of Columbia bank, and
West One Bank in Boise, Idaho to find out how% a bank's lending rate for personal loans is
currently related to the prime rate for both secured and unsecured loans. On February 7, 1996,
when the pri me lending rate was 8.25%, Crestar would have charged 10.25% interest on a
$40,000 secured loan (2% above prime) and would have charged 12.5% interest on a $40,000
unsecured loan (4.25% above prime). There would be no additional loan fees. According to a
W,&est One Bank loan officer, for a loan secured with home equity, the rate on a $40,000 loan



Recent communications between the Commnittee and the Commission raise additional

questions regarding the 1995 loan. Pursuant to a recent request for additional information from

the Reports Analysis Division questioning in part the Chenoweth Committee's failure to submit a

C- I and accompanying loan document relating to the 1995 loan, counsel for the Chenoweth

Committee states that West One Bank has "taken a firm position that [the 1995 loan) is a

personal loan, as it is secured that it was a personal loan to Helen Chenoweth and not to the

Commnittee." Chenoweth Committee Onesp-onse to Request for Additional Information (April 23,

1996). Although not yet argued in context of the instant matter, West One Bank may now argue,

at least with respect to the 1995 loan, that it did not have to comply with the regulations

governing loans made to candidate or their committees because it had only made personal loans

to Ms. Chenoweth.

0 If the loan is made to the candidate and then it is used for campaign purposes, the lown

must meet the FECA's requiremrents governing loans to candidates and committees.

Ms. Chenoweth sought the original 1994 loan to pay off debts accrued by her committee and she

received the loan as an agent of the Chenoweth Committee pursuant toll C.F.R. § 101.2(a).

Apparently, in 1995, after a great deal of publicity she and West One Bank decided to retuture

the loan so that it would be secured by her personal residence. This restructuring however does

not change this loan into a personal loan. The bank's unwillingness to sign a schedule C-I

would be either 9.68% (variable rate) or 10. 15% (fixed rate), in addition to a $500 flat loan fee.
If the same loan were unsecured the bank would charge 12.13% (variable rate) or 14% (fixed
rate), in addition to a 1% loan application fee. Thus, both Crestar and West One Bank currently
charge at least 2% more for an unsecured loan than for a secured loan and West One Bank
currently charges almost 4% over prime for an unsecured adjustable rate loan. Although not
determinative of the interest criterion for the 1994 and 1995 loans, it appears that at present an
unsecured loan with an interest rate of 1.5% over prime and a secured loan with an interest rate
of .92% over prime would not satisfy that criterion.



wtlfuht thed 1995 loan was mad. In the ordinary course of business substantiates concern

tha th. lown was not made in the ordinary cou of business."

Accordingly. there is reaso to believe that West One Bank violated

2 U.S.C. I44l1b for making contributions in connection with an election to feeral office.

.4,U.

Miere also may have been additional elements of the 1994 loan which indicate tha it was
not madie in the ordinary course of business. Ms. Chenoweth applied for her loan on November
221,1994, actually signed her application and financial statement on November 23,1994, and
received her loan payment on November 23, 1994. This seem remarkably swift particularly
when the loan mmandum reomedn approval of the loan was dated December 2, 1994,
even though the bank's response states thtis is an internal document frequently prepaed after
the koen has been issued. West One Bank, Response at 2. In the sam convesat ion the Office of
General Counsel had with the West One Bank loan officer on Februay 7,1996, the loan officer
statedo htusecured loans must be paid off in installments and that the bank does not
customarily allow the loan recipient to make a single balloon payment. In this case, inteest was
paid in quarterly payments and the face value of the loan was paid off at the end of the loan
cycle.



FEDERAL ELECTION COMMISSION

WA-% r4GT N, C 2 4blJune 
28, 1996

John C. Keenan, Esq.
0 ,cecha iLawOfcs
P.O. Box 340
Nanpn, Idaho 83653

RE: MUR 4283 and MUR 4402
The Honorable Helen P. Chenoweth
Chenoweth for Congress Committee

and Wayne Crow, as treasurer

Deaw Mr. Keenan:

On November 29,1995,o the Federal Election Commission notified your clients,
Repesetaive Helen P. Chewoweth and the Chenoweth for Congress Committee and Wayne

Crow, as ueapzrer, ("Cbeaoeth Committee") of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 197 1, as amended ("the Act").- A copy of the
complaint was fwU ded- to your clients at that time.

Upon further review of the allegations contained in the complaint, and information
supplied by you, the Con sso, on June 25, 1996. found that there is reason to believe
Representati.2ve Chemoweth violated 2 U.S.C. § 441b and the Chenoweth Committee violated
2 U.S.C. §§ 434(b) and 441b and I I C.F.R. § 104.3. provisions of the Act or the Commission's
regulations. The Factual and Legal Analyses, which formed a basis for the Commission's
finding, arm attached fbr 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 General
Counsel's office along with answers to the enclosed questions within 30 days of receipt of this
letter. Whiere appropiate, statements should be submitted under oath. In the absence of
additional information, the Commission may find probable cause to believe that a violation has
occurred and proceed with conciliation.

Ce4ebr1jtP~g the Cy'"..~

YESTFRDAN TODAY ANQ )~
DEDICATED TO K(EPrd TH4i Pk



Mr. Keenan
Page 2

If you ame interested in pursuing pre-probeble caus conciliation, you should so request in
writing. So I1I C.F.R.5 I11.I8(d). Upon receipt of the request, the Office of the Geneal
Counsel will make recommenmdations, to the Commission either proosng an agreeent in
settlement of the matter or reomnigdeclinig that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that pre-probable cause
conciliation not be entered into at this time so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for pre-probable cause conciliation after
briefs on probable cause have been mailed to the responen

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

This matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4)(B) and
4 37g(aX I 2)XA) unless you notify the Commission in writing tha you wish the matt+ 1b be made
public.

If you have any questions, please contact Stephian Kline, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

Lee Ann Elliott
Chairmnan

Enclosures
Questions
Factual and Legal Analyses



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 4283
MUR 4402

ORDE TO S WRElEMA&SMOS

TO: The Honorable Helen Chenoweth
c/o John C. Keenan, Esq.
Goicoechea Law Offices
P.O. Box 340
Nampa, Idaho 83653

Pursuant to 2U.S.C. §437d(a)and (3), md infitenof its inveI*OF ioin the

above-captioned matter, the Federal Election Commission hereby orders you to submit written

answ~ers to the questions attached to this Order and subpoenas you to produce the docuamts

requested on the attachment to this Subpoena. Legible copies which, where appicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the

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

along with the requested documents within 30 days of receipt of this Order and Subpoena.



WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her

hand in Wahington, D.C. on this; V day of June, 1996.

For the Commission,

-Lee AnElliott
Chairman

ATTEST:

Sectariy to the Commission

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

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

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

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

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

Unless otherwise indicated, the discovery request shall refer to the time period from
January 1, 1993 to the present.

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

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

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

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

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

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

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

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and request for the production of documents any
documents and materials which may othervkise be construed to be out of their scope.
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BEFORE THE FEDERAL ELECION COMMISSION

INTERROGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
Helen Chenoweth

I1. With regard to your banking history with West One Bank, pleas provide the
following information:

a.State the length of time you have been a customer of West One Bank or its
prdcssors- in interest;

b. Please identify each account, credit card, or other banking transaction- (besides
a loan or line of credit) that you have had with West One Bank. For each, please
provide the following information:

C i. List the date each accoun4 credit card, or other banking transaction was

opened, obtained, or took place; and

ii. List the date each account, credit card, or other banking transaction was
closed, paid off, or canceled.

c. State whether you had a bank account in your name with West One Bank on
either November 22, 1994 or on October 20, 1995 or both. If so, pleas provide
the balance of each such account held in your nune for both dates;

d. Pleas list and describe all loans (including a line of credit or any loans that
you guaranteed) you have received from West One Bank or any other lending
institution since 1989, in either a personal capacity or professional capacity as an
officer of Consulting Associates, Inc. Please provide copies of all promissory
notes and all other documents memorializing the loans or used to obtain them.
For each such loan, describe the collateral which was used to secure it;

e. Please identify each person (including loan officers, supervisors, managers,
and any other person) associated with West One Bank with whom you discussed
either the loan obtained on November 23, 1994 or the loan obtained on
November 8, 1995 and describe the nature of the discussion;
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f. Pleas provide the following information relating to the 1994 loan with West
One Bank:

i. Please list the dates on which low payments for the 1994 loan were
due;

ii. Please provide copies of checks (front and rear) used to pay interes
and principal for the 1994 loan; and

iii. Please identify the source of the money used to pay off the 1994 bank
loan.

2. With regard to your relationship with Consulting Associates, Inc., plese provide
the following information:

a. For each yea from 1990 through 1993, please state your salary and please
describe any non-salary payments you received from Consulting Associntes;

b. List each period from 1990 through 199 when you did not woek full time on
behalf of Consulting Associates and state why you did not work full time.

c. For each month from January 1, 1994 to the present, please state your salay
received from Consulting Associates and please describe any non-salary payments
you received frm Consulting Associates. Estimate the number of hours you
worked on behalf of Consulting Associates and the number of hours you worked
on campaign related activities in each such month.

d. Pleas describe any formal or informal aragmn between you and
Consulting Associates, or between you and Vernon Ravenscroft which states how
your Consulting Associates salary or other non-salary payments were derived.
State whether your salary was based on the number of hours you worke for
Consulting Associates, based on a percentag of Consulting Associates' proft or
based on some other formuhl If your salary was based on some other formula,
please describe that formula. Pleas provide a copy of any formal ageement, or
any other document that relates to the amount of salary or other payments you
received from Consulting Associates.

e. According to financial disclosure forms filed in your name with the U.S.
House of Representatives, you received payments from Consulting Associates
totaling $25,350 in 1992 and 1993, and $23,450 for the period January 1, 1994
through May 15 of 1994. Please explain why you received almost the same
amount of income from Consulting Associates during the first quarter of 1994 you
received for all of 1992 and 1993.

3. Please provide copies of your federal tax returns for the years 1992 through 1995.
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4. Pleae state whther Consulting Associates permitted the Chenoweth Committee,
or you in your capaity as candidate for Congress, to use the facilities of Consulting Associates.
If so, please provide the following information for each such facility used:

a. the facility used by the Chenoweth Committee;

b. whether the use of the facility was separate from consulting services
provided by Consulting Associates;

c. the date the facility was used by the Chenoweth Committee;

d. the date the Chenoweth Committee was billed for the use of the facility;

e. the amount that the Chenoweth Committee was billed for the facility;

f. how the billing amount was calculated;

g. Provide copies of any documentation relating to the billing or relating to the
use of facilities;

h. whether the amount charged by Consulting Associates for the use of the
Cfacility corresp x oded to the usual amount charged for that item in the commercial

market. If so, please provide documentation showing the amount charged was the
usual market charge;

i. when was the bill paid for the use of Consulting Associates' facilties; n

j. who paid for the use of the facilities.
C-

S. Please describe in detail all goods and services, including consulting services,
provided by Consulting Associates, as a vendor to the Chenoweth Committee, and/or toyou in
your capacity as candidate for Congress and for each such good or service, pleas state:

a. The date on which it was provided and the date on which it was billed;

b. The amount that the Chenoweth Committee was billed for it;

c. The date on which the Chenoweth Committee paid Consulting Associates;

d. Provide copies of any documents relating to the billing.

e. For each service provided to the Chenoweth Committee, please list all
Consulting Associates' personnel who provided the service.
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6. State whether Consulting Associates extended credit to clients other than the
Chenoweth Committee. If so, please provide the following information:

a. What was Consulting Associates' normal practice on providing extensions of
credit to clients;

b. What was Consulting Associates" standard billing cycle for services provided
to clients; and

c. List all instances between 1993 and 1995 when Consulting Associates
extended credit to non-Chenoweth Committee clients for travel expenses.

7. State whether any of Consulting Associates" clients, other than the Chenoweth
Committee, have used the facilities of Consulting Associates. If so, pleas state:

a. All clients who used the facilities of Consulting Associates;

b. All clients who were candidates for public office who used the facilities of
Consulting Associates.

c. Which facilities were used by each client; and

d. How much each client was charged for each facility used.

8. State whether the services provided to the Chenoweth Committee by Vernon
Ravenscroft, Diana Chenoweth, and any other Consulting Associates' employee, other than you
were provided pursuant to an agreement and provide a copy of any such agreement.

9. State whether Consulting Associates provided services to other, non-Chenoweth
C Committee clients, pursuant to consulting agreement and provide copies of all such agreements

entered into between 1993 and 1995.

10. Please provide the following information about Consulting Associates:

a. For the period from 1990 to the present, please state all owners and
officers of Consulting Associates. Please describe any changes that took
place in the ownership or control of Consulting Associates during that
period;

b. Please state whether at any time between January 1, 1993 and the present
Consulting Associates received the sub-chapter S tax status under the Internal
Revenue Code. If so, please provide documentation from the Internal Revenue
Service evidencing this sub-chapter S status;
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c. Please provide copies of Consulting Associates' federal tax return statements
for the years 1990 to the present;

d. Please identify the owner of the building at 1843 Broadway, Boise, Idaho
occupied by Consulting Associates from 1993 to 1995 and state the mrount of
rent paid by Consulting Associates;

e. Please list all persons employed by Consulting Associates from 1993 to 1995,
other than you, and state the salary or wage paid to each individual;

f. Please state whether you were personally liable for Consulting Associates rent
or any other obligations between 1994 and 1995.

g. Please state whether Consulting Associates retain its corporate statu under
Idaho law. If not, please provide the following information:

i. When and why Consulting Associates ceased operations;

ii. How its assets were divided up among its shareholders; and

iii. List any payments you received in connection with this shut down;

C iv. List any debts Consulting Associates owed at the time of the shut
down and state to whom any such debts are owed;

%% Wo is responsible for any remaining debts of Consulting
Associates; and

vi. Who retains the corporate records of Consulting Associates;

h. Who, other than yourself, is best able to answer questions about Consulting
Associates' bills, billing practices, and/or services provided to clients.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 4283
) MUR 4402

S UPENA POmC vM~T

TO: Chenoweth for Congress Committee and
Wayne Crow, as treasurer

c/o John C. Keenan, Esq.
Goicoecbea Law Offices
P.O. Box 340
Nampa, Idaho 83653

Pursuant to 2 U.S.C. § 437d(a)(l) and (3), and in furtheranice of its investigation in the

above-captionied matter, the Federal Election Commission hereby orders you to submit written

answers to the questions attached to this Order and subpoenas you to produce the documents

requested on the attachment to this Subpoena. Legible copies which, where applicable, show

both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the

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

along with the requested documents within 30 days of receipt of this Order and Subpoena.

C

C
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WHEREFORE the Chairman of the Federal Election Commission has hereunto set her

hand in Washington, D.C. on this jjdyof June, 1996.

For the Commission,

Chainman

ATTEST:

Secreay to the Commission

Qutions and Docuwent Reqiues

--yez 4i-;t &'O



Chenoweth for Congress Leittee and
Wayne Crow. as treasurer
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~IMAUCTIOS

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

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

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

If you cannot answer the following interrogatories in full after exercising due diligence to
secure the full information to do so, answer to the extent possible and indicate your inablty to

NI answer the remainder, stating whatever informnation or knowledge you have concerning die
unanswered portion and detailing what you did in attempting to secure the unknoywn infbrumtionk.

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

Unless otherwise indicated, the discovery request shall refer to the time period from
January 1. 1993 to the present.

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

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

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

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

*Document" shall mean the original and all non-identical copies, including drafts, of all
papers and records of every type in your possession, custody, or control, or known by you to
exist. 11e term document includes, but is not limited to books, letters, contracts, notes, diaries,

110log sheets records of telephone commnunications, transcripts vouchers, accountingstemn,
ledgers, checks, money orders or other commercial paper, telegrams, telexes, pamphlets,
circulars, leaflets reports, memorndxa, correspondence, surveys, tabulations, audio and video
recordings, drawings, phtgahgraphs, charts, diagrams, lists computer print-out%mnd all
othe writings and other data compilations from which information can be obtained.

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

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

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and request for the production of documents any
documents and materials which may otherwise be construed to be out of their scope.
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BEFORE THE FEDERAL ELECTION COMMISSION

INTERROGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
Chenoweth for Congress Committee and Wayne Crow, as treasurer

1.- Plese identify those individuals who worked for, volunteered for, or providied
advice to the Chenoweth for Congress Committee ("Chenoweth Committee") and arm best able to
answer questions about the Chenoweth Committee's relationship with Consulting Associates,
Inc.

2. On Chenoweth Committee reports filed with the Commission, the purpose lines
for many disbursements to Consulting Associates are labeled "rental" or "consulting-primary."

in connection with disbursements made to Consulting Associates, pleas separately describe
what is included within the term "rental" and "consulting." Identify the individuals responsible
for deciding how to describe the purpose of the disbursements to Consulting associates on FEC

reors

3. Pleas state whether Consulting Associates permitted the Chenoweth Committee
to use the facilities of Consulting Associates. If so, please provide the following information for
each such facility used:

a. the facility used by the Chenoweth Committee;

b. whether the use of the facility was separate from consulting services
provided by Consulting Associates;

c. the date the facility was used by the Chenoweth Committee;

d. the date the Chenoweth Committee was billed for the use of the facility;

e. the amount that the Chenoweth Committee was billed for the facility;

f. how the billing amount was calculated;

g. Provide copies of any documentation relating to the billing or relating to
the use of facilities;

h. whether the amount charged by Consulting Associates for the use of the
facility corresponded to the usual amount charged for that item in the
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commercial market. If so, please provide documentation showing the
amount charged was the usual market charge;

i. when was the bill paid for the use of Consulting Associates" facilities; and

j. who paid for the use of the facilities.

4. Please describe in detail all goods and services, including consulting services,
prov-ided by Consulting Associates to the Chenoweth Committee, and for each such good or
service, pleas state:

a. The date on which it was provided and the date on which it was billed;

b. The amount that the Chenoweth Committee was billed for it;

C. The date on which the Chenoweth Committee paid Consulting Associates;
and

d. Provide copies of any documents relating to the billing.

e. If a service was provided to the Chenoweth Commnittec please list all

Consulting Associates' personnel who provided the service.

C5. Explain how the relationship developed between the Chenoweth Committee and
Consulting Associates; and

a. Provide any written ageemnt describing which services, Consulting
Associates would provide to the Chenoweth Committee;

b. Describe in detail any oral agreement or understanding concerning the
provision of services by Consulting Associates to the Chenoweth
Committee; and

C. State when the relationship commenced and concluded.

6. State whether the services provided to the Chenoweth Committee by Vernon
Ravenscroft, Diana Chenoweth, and any other Consulting Associates' employee, other than
Helen Chenoweth, were provided pursuant to an agreement and provide a copy of any such
agreement.

7. Please identify each account, loan, line of credit, or other banking activity the
Chenoweth Committee has had with West One Bank. For each, please provide the following
information:
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a. List the date each account, loan line of credt or credit card was opened or

obtained;

b. List the date each account, loan line of credit or credit card was closed,
paid off, or canceled; and

C. Provide the term for each loan or line of credit.

S. Regarding the FEC C- repoa signed by Wayne Crow on January 30,1995,
describe any conversations the Chenoweth Committee hodt with West One Bank regarding the
C. I. Please identify all individuals associated with the Chenoweth Committee who were
responsible for filling out and/or reviewing the inomation on the C-I1.

NTr

C



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

MLJR 423

MUR 44012

RESPONDENTS: Chenowetb for Congress Committee and Wayne Crow, as treasurer

This matter was generated by a complaint filed with the Federal Election Commission

("Commission~") on November 21,1995. This matter was abo generated based on'ifrmto

ascertained by the Commission in the normal course of carrying out its supervisory

responsibilities. S= 2 U.S.C. § 437g(aX 1). William L. Mauk, Ch~air of the Idaho Democratic
. I i -4 .I "" reek .4

Party ("Complainant") alleged that Helen Chenoweth and her campaign committee, Chenoweth

for Congress Committee and Wayne Crow, as treasuirer, ("Chenoweth Committee" or

V"Committee") and West One Bank violated provisions of the Federal Election Campaign Act of

3 197 1, as amended, ("Act" or "FECA"). Respondents Helen Chenoweth and the Chenoweth

Committee (collectively, "Chenoweth Respondents") were notified of the complaint on

November 29, 1995 and responded to the complaint on December 15, 1995. On January 16,

1996, the Commission received an amended complaint in MUR 4283 adrsigadditional

violations of the Act. The Chenoweth Respondents were notified of the amendment to the

complaint on January 23, 1996 and responded on February 12, 1996.



Hl. EAaUA1,AND L!AL ANALXSRIS

A. LMN

1. Corporate Contributloas

It is unlawful for any corporation to make a contribution or expenditure in connection

with a federal election, or for any candidate or political committee to knowingly accept any

prohibited contribution. 2 U.S.C. § 441 b(a). A contribution or expenditure includes any direct

or indirect payment, distribution, loan, advance, deposit, or gift of money or any services, or

anything of value. 2 U.S.C. § 441b(bX2).

TIsguinti Cexk~ h~ edfi nitionbeof contribution and expenditumre ' a)ny

activity which is specifically permitted by Part 114." 11 C.F.R. § 1 14. 1(aX(2Xx). Activity which

is permitted by Part 114 and whi s ----!li relevant in this cas is the "[u*a of corporate

or labor orgaknizaton facilities" by certain persons under certain circumstances=-. Stokodr or

employees of a corporation who engage in volunteer activity may make occasional, isolated or

incidental use of corporate facilities in concinwith a federal election without cuigthe

corporation to make a contribution. I11 C.F.R. § I 14.9(aX 1). For tbuse activities fitting within

this3provision, stockholders or employees must reimburse the corporation-m to the extent that

overhead is increased. If a stockholder or employee makes more than occasional, isolated, or

incidental use of corporate facilities for individual volunteer activity, the stockholder or

employee must reimburse the corporation within a commercially reasonable time for the normal

and usual rental charge of the facilities.

I I C.F.R. § I I4.9(c) provides that: "Any person who uses the facilities of a corporation

or labor organization to produce materials in connection with a Federal election is required to



reiburse the corporation or labor orguuzation within a comrcaly reasonable time for the

normal and usual charge for producing such materials in the commercial market." Similarly,,

persons. other than corporate employees or stockholders, who use corporat facilities such as

telephones or typewriters in connection with federal elections must reimburse the corporation

within a reasonable timne for the normal and usual rental charge. ItI C.F.R. § 114.9(d). The term

"usual and normal charge" for goods means the price of those goods in the market from which

they ordinarily would have been purchased at the time of the contribution or epniue

I1I C.F.R. § lO.7(aXlXiiiX(B) and I11 C.F.R. § 100.8(aXIXivX(B).'

II C.F.R. §11 6.3(b),wtkispmofsueglmmuywsheme adrsigdebts owetd by

political committees or candidates, provides that a corporation in its capacity as a commercial

vendor may extend credtto a candidae political conmmite, or another person on behalf of a

C candidate or political committee provided that the credit is extended in the ordinary course of the

corporation's business. I11 C.-F.-R. § 116. 1(c) defines "commercial vendor" as "any person

providing goods and services to a candidate or political committee whose ustW and normal

business involves the sale, rental, lease or provision of those goods or services."

2. Bank Loans

C, Pursuant to 2 U.S.C. §§ 431(8XBXvii) and 441b(bX2), and

I I C.F.R. §§ lO.7(bXII1) and 100."(12), a loan by a bank is not a contribution if such loan is

made in accordance with applicable banking laws and regulations and is made in the ordinary

course of business. A loan will be deemed to be made in the ordinary course of business if it

I Since the time the activities at issue in this MUVR took place, the Commission has
promulgated new regulations on corporate facilitation. These regulations appear at
I1I C.F.R. § 114.2(0.
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meets four criteria: I) the loan bears the usual and customary interest rate of the lending

institution for the category of loan involved; 2) the loan is made on a basis which assures

repayment; 3) the loan is evidenced by a written instrument; and 4) the loan is subject to a due

date or amortization schedule. 2 U.S.C. § 431(8X(BXvii) and I I C.F.R. § IO.7(bX I1).-

A loan will be considered to have been made on a basis which assures rpyetif it is

obtained using one of two sources of repayment or a combination of both. The first possible

source of repayment is if the lending institution has perfected a security interest in collateral

owned by the candidate or political committee receiving the loan, and the fair market value of

such collateral, les any liems is equal to or pea ta the loan anwun. 1 fl second possible

source of repayment is if the candidate or political committee provides the bank with a written

agreemnent-I pledging future receipts such as public financing. contributions. or interest income,

Cthe amount of which is equal to the loan. I1I C.F.R. § l0O.7(bXll1)i). If these criteriaawe not

met, the Commission %~ill consider the totality of the circumstances on a case-by-case basis in

determining whether a loan was made on a basis which assures repayment.

I1I C.F.R. § l0O.7(bX(I 1)ii).

Pursuant toll C.F.R. § 101.2(a), any candidate who obtains any loan in connection with

his or her campaign shall be considered as having obtained such a loan as an agent of his or her

authorized committee.

3. Reporting Requirements

FECA requires the principal committee of each candidate for federal office to report each

person who makes a loan to the reporting committee during the reporting period together with

the identification of any endorser or guarantor of the loan, the date the loan was made, and the



value of the loan. 2 U.S.C. § 434(bX(3XE). In addition, the committee is required to report each

person who receives a loan repayment from the reporting committee during the reporting period,

along with the date and amount of each such loan repayment. 2 U.S.C. § 434(bX5Xd). The term

"1person"' is defined as "an individual, partnership, committee, association, corporation, labor

organization, or any other organization or group ofprs.. ..- " 2 U.S.C. § 43 1 (1 1).

Under the Act, a bank loan obtained by a candidate is a receipt which must be reported to

the Commission in the first report following a political committee's receipt of the loan. The

regulations require that along with the report, the campaign must file a Schedule C- I containing

~ 41 .i~several types of information including: the date and amount of te loa; the iuest maomis.

of repayment; the type and value of collateral used to secure the loan; whether the security i's

perfected; and an explanation of the basis upon which the loan was made if not made on the buis

C of traditional collateral or other permitted sources of repayment. The Schedule C- I must also

contain certification from the lending institution stating that the terms of the loan as reported are

accurate; that the lending institution was aware of the Commission's loan regulations; that the

loan is made on a basis that assures repayment; and that the loan was made with no more

favorable rates or terms than other loans. 11I C.F.R. § 104.3(d). Pursuant to

2 U.S.C. § 434(b)X4), a committee must also report all disbursements made during the reporting

period.

B. Complawn

Complainant William L. Mauk, Chair of the Idaho Democratic Party, filed a complaint

with the Commission on November 21, 1995. He alleges that Helen Chenoweth, the Chenoweth

for Congress Committee and Wayne Crow, as treasurer, and West One Bank violated FECA by
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receiving or making an "illegal" bank loan. Complainant alleges that Helen Chenoweth received

a bank loan of $40,400 from West One Bank, which was made without collateral or other

security and thus did not meet the Act's requirement that it be "made on a basis which assures

repayment."" Complainant further alleges that. the loan initially was reported on Committee

reports as a personal loan from Helen Chenoweth to her campaign committee and not as a bank

loan from West One Bank and originally was reported as bearing an interest rate of ten aid one-

quarter percent. This information in the initial complaint was also separately asetie by the

Commission in the normal course of carrying out its supervisory r esp onibi lities.

Oshwuty L6,1996, Complainant amended his complaint alleging that dwiu do 19W)

1994 election cycle, Congresswoman Chenoweth and her campaign committee were engaged in a

series of transctions with Consulting Associates, Inc. ("Consulting Associsa") involving

C corporate contributions and the conversion of campaign funds to the candidate's personal use.

Complainant enclosed FEC reports filed by the Chenoweth for Congress Committee recording a

$ 1,750 loan by Consulting Associates to candidate Chenoweth which was later repaid with

campaign funds. Complainant also included a copy of a FEC report containing a $2,500

-~ disbursement to Consulting Associates labeled "travel disbursemenL" Consuting Associates is

an Idaho corporation and Helen Chenoweth is a principal owner, officer, and employee of this

corporation. During the 1993-94 campaign, expenditures by the Chenoweth Committee to

Consulting Associates totaled over $35,000 and included payments for rental, phone expenses,

office/equipment rental and consulting fees. During this period,"the candidate was the secretary

and treasurer of the corporation and relied upon its consulting and other services as her principal,

if not exclusive, source of income." Supplemental Complaint at 2 (January 16, 1996).



According to Complainant, during vigorous 1994 primary and general election

campaigns, "Public appearances and reliable information from close observers are that these

campaigns were virtually full-time commitments by the candidate. Despite this, surprisingly, the

House Financial Disclosure Statements reflect that Ms. Chenoweth's salary from Consulting

Associates increased during her 1994 campaign, as com paored to the prior, non-election year."

Complainant notes the Committee first declared a $8,349.11 debt to Consulting Associates in its

1994 year-end report but that this debt is labeled "consulting primary." Complainant concludes

by stating: "All indications from the available public records are that Ms. Chenoweth was

paying hierself directyw indey wsuting' services to her own campaign. By funnling

money from her campaign through Consulting Associates, Inc., it appears that Ms. Chenoweth

"T was able to launder politcal contributions for her personal gain. I

C ~C. UfM

CO Helen Chenoweth and the Chenoweth Committee responded to the initial complaint on

December 15, 1995. Counsel contends that the 1994 West One Bank loan "was not a

contribution within the meaning of the FEC laws, as it was done in the normal course of the

bank's business based upon Ms. Chenoweth's creditworthiness, her assets that far exeeded the

CX obligations involved, and her long term relationship with the bank, and that the loan was in

accordance with all applicable laws." Chenoweth Response at 1 (December 15, 1995).

According to this response, the listing of the loan at $40,000 instead of $40,400 (a base

loan of $40,000 and $400 in trasactional fees) on FEC forms was ""inadvertent." 't 1he

Committee also states that the loan's initial interest rate was lO0%, which was the usual and

customary interest rate for the loan. The Committee originally reported the loan as coming from



Ms. Chenoweth; however, in January, 1995, the Committee treasurer obtained a statement from

the West One Bank loan officer, provided the statement to the FEC, and disclosed details of the

loan. "The record clearly shows that there was never any attempt to falsify or 'hide' the loan,

and any errors made in reporting the loan were harmless mistakes based on a plain reading of the

relevant guidelines."9

The Chenoweth Respondents staie thatMs. Chenoweth had banked with West One Bank

and its prdeesorin-interes (Idaho First National Bank) for twenty years, and she had received

financing for various projects from the bank. "Her ability to obtain a loan of $40,000.00 was

nothing new with West One Bank." The G11nv~ Ram -dents insist that Ms. Chenoweth's

assets "far exceeded what she owed on such a loan," noting that she only owed $30,000 on her

home which was assessed at S72,000 and is presenty valued at $91,000. Ms. Chenoweth

contends that she met her interest obligations in 1995 and the loan was paid off by refinancing

and securing the new loan with a second mortgage on her residence. Respondents note "that in

response to concerns raised in the news media regarding the loan, Mrs. Chenoweth promptly

went the extra mile by securing the loan with a second mortgage on her residence." "Prior to

becoming a candidate for Congress, it was not unusual for Ms. Chenoweth to sign a personal

guarantee in the form of a promissory note for a loan, credit line, or credit card on behalf of the

corporation she worked for and whom she was the secretary-teaurer.""

Counsel states that, although in news reports Ms. Chenoweth was quoted as saying her

campaign was in touch with lawyers, in fact this was a misstatement and the Committee had

received advice from the National Republican Congressional Committee. Counsel also states

that he posed questions to a "non-lawyer on the FEC stff. .. regarding the same scenario



involving the loan in question, and the response was that a loan involving only a promissory note

was completely legal as long as it was in the normal course of business of the bank and bore the

customary interest rate."'

On February 12,. 1996. counsel for Mis. Chenoweth and the Chenoweth Committee

responded to the amended complaint. Counisel initially notes that the issue of the Chenoweth

Commuittee's acceptance of loans from Consulting Associates was previously "asked and

answered" in MUR 4034. 2 The Chenoweth Respondents contend that the S2,500 "travel

reimbursement"9 to Consulting Associates was "a payment on account at Consulting Associates,

Inc. for services and expenses relating to consultation.."Chenoweth Response at I (February

12, 1996). Counsel denies that Ms. Chenoweth used corporate resources to circumvent campaign

finance laws and states that payments by the campaign to Consulting Associates were not

C'converted to Ms. Chenoweth's personal use.

Counsel included monthly billing records from Consulting Associates to the Chenoweth

campaign. The following chart is derived from the records:

Hl ~Monn Re Rettin -Sple £mpute Mr.R Beatrf

September $506.25 S782 $187.50 S2.400 -

1994 (75%)' 11 t193 -1094

October $506.25 $782 $187.50 - -

2 In MUR 4034, complainant Bill Mauk, Chair of the Idaho Democratic Party and the
complainant in this matter, alleged that Helen Chenoweth and the Chenoweth for Congress
Committee violated FECA by accepting two loans totaling $1,750 from Consulting Associates,
Inc. Because that matter involved less significant issues relative to other matters pending before
the Commission, a limited amount of money, and because the respondents had undertaken
remedial action, the Commission took no action and closed the file effective November 14, 1994.

3 The percentage within parentheses allegedly is the portion of the Consulting Associates'
resources used by the Committee in that month. Apparently, Consulting Associates billed the
Chenoweth Committee for a percentage of the amount that the corporation actually paid for the
item.



1994 (75%)

November $600 $949.55 $200 $200 $1,208.42
1"94 (90%) (W09)

December $600 $1,042.02 $200 $200 $1.537.50
1994 (90%) (75%)

January $506.25 $332 $6.75 $100 $332
1995 (75%) (50%/) (15%)

The Chenoweth Respondents state that Consulting Associates had more than enough

income to pay Ms. Chenoweth's salary from sources other than the Chenoweth Committee.

t" These sources included prior political clients and current governmental affairs clients. Cowwul

refers to U.S. House of Representatives financial disclosure statements which had been atahed

to the amended complaint to list Ms. Chenoweth's income received from Consulting Associates.

In 1993 she earned $25,350. In 1994 she earned $33,150, $23,450 prior to May 1, of th ,at year.

Counsel contends: "Mr. Mauk alleges that Rep. Chenoweth received a substantial increase in

income and thereby creates an illusion Consulting Associates, Inc. had little or no income of its

own during 1994, that Rep. Chenovieth was not working during the campaign, and that her

private business had come to a complete halt. This is simply not tnae. Such bald assertions are

not supported by the facts."

Counsel then lists all income for 1993 'and allI income for 1994

..He states: "Ms.

Chenoweth continued to work full time ve6-l) into the year at Consulting Associates, Inc. as a

consultant helping with the clients of CA, Inc. Her chief client provided regular retainers to CA,

Inc. for Mrs. Chenoweth's work. She managed that client's various efforts to work with the



government on his projects and to manage his attorneys relative to a major lawsuit in question.

She traveled quite a bit for this particular client and spent many, many hours during the 1994

campaign working for him. As her own campaign became more tense, she had to draw away

from her full-time work in August/September, 1994, and she went into full-time camnpaigning for

the U.S. Congress in September, 1994. Yet, even in September of 1994, she did som work for

her client, assisting him in obtaining other consultants and in closing down her work for him."

Counsel insists that in the last quarter of 1994 there were no salary payments or bonuses from

Consulting Associates to Ms. Chenoweth and there have been none since she assumed office.

According, tthe response, the two principals of Consul1ting Associates - Vern

Ravenscroft and Helen Chenoweth - "were politically involved. The company they started,

Consulting Associates, Inc., used their expertise to consult and manage political capinas

well as lobbying the state legislature and dealing with governmental officials."' ConsAft

Associates was started in 1979 and began to wind down in January, 1995 . Counsel contends it

was difficult to gather information for this response because Mr. Ravenscroft lives 100 miles

from him and Wayne Crow, the Committee treasurer, has had colon cancer and "has been ou of

commission" since early December, 1995.

D. Analyzis

1. Making of the West One Bank Loans

According to the regulations, a loan will be deemed to be made in the ordinary course of

business if meets four criteria. The 1994 Chenoweth loan met two of the four criteria in that it

4 According to counsel, Consulting Associates, Inc. is no longer an operating business and
counsel believes that it may have forfeited its corporate status late in 1995 by failing to pay a
corporation tax. Dun & Bradstreet states that it was informed by a former corporate officer of
Consulting Associates that the corporation was discontinued in the latter part of 1995.



wn evidenced by a writte instrument -- the Promissory note - and it was subject to a due date

of November 23, 1995. However, this loan may not have been made in the ordinary course of

business, as it appears that the loan neither met the assurance of repayment criterion nor bore the

usual and customary interest rate of the lending institution for the category- of loan involved. I I

C.F.R. H§ lO.7(b)ll 1) and Il0.8(bX( 32). Although Helen Chenoweth applied for these loans in

her own name, she received them as an agent of the Chenoweth Committee pursuant to I1I C-FXR

§ 10 1 .2(a).

With respect to the assurance of repayment criterion, the bank did not receive either of the

two alternative sources of repayment which automatically satisfy the assurance of repaynt

criterion as reflected in 11I C.-F. R. § 100. 7(bXllIXi) - it did not have aperfected security interest

in collateral, the fair market value of which was greater than or equal to S40,000, and there was

C no written agreement signed by the candidate or her committee pledging future receipts.5 Nor

does the totality of the circumstances in this situation indicate that the loan was made on a basis

which assured repayment. I1I C.F.R. § l00.7(bXl lXii).

West One Bank appears to concede that the 1994 loan probably would not meet the

assurance of repayment requirement. The bank notes in its response that: "Once it appeared that

the loan might not satisfy the 'assurance of repayment" requirement both the bank and

Ms. Chenoweth took steps to rectify the situation." West One Bank Response at 3. The bank

acknowledges elsewhere: "As is readily apparent, the loan to Ms. Chenoweth complied with all

5 Although Ms. Chenoweth had orally informed West One Bank that she would use
campaign fund-raisers to repay a portion of the 1994 loan, this was not a pledge of future receipts
required by 11I C.F.R. § 100.7(bXlII XiX(B) and was not a basis to assure repayment, in particular
because the Chenoweth Committee already had significant outstanding debts at the time this loan
was made.
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of the requirements of I I C.F.R. I 100.7(bXl 1) except, possibly, the requirement that the loan be

"made on a basis which assures repayment', since the loan was unsecured."' Ud at 2.

Ms. Chenoweth appears to have restructured the loan using home equity after a number of

newspaper articles commented unfavorably on this transaction.

Although West One Bank decided that Ms. Chenoweth was a good credit risk - the loan

memorandumn recommending approval of the loan noted that Ms. Chenoweth has good

repayment ability, good credit, limited debt, and a sure job for two years - these factors do not

satisfy the assurance of repayment criterion. In addition, it is not even clear that the bank

mem0 orandumn supporting approval of the loan was accurate in stating that Ms. Chenoweth had

2N good credit in 1994. Although the bank did not attach Ms. Chenoweth's credit history to its

response, there is no indication that the bank analyzed Ms. Chenoweth's credit history in 1994

C, or it would have noted that she had missed payments during the election year. In contrast, for the

1995 loan, the bank attached a consumer loan worksheet and checklist. This document noted on

the "derogatory or insufficient credit history" section that "slow credit occurred during campaign

year. Credit is now current." Although there may have been different requirements for

processing the unsecured 1994 loan and the 1995 secured loan, presumably this information

would have appeared on a 1994 credit report which was ignored by the bank in its loan

recommendation. Furthermore, in making the 1994 loan the bank received absolutely no

collateral. Although the promissory note permitted a right of set off such that the bank could

attach all funds held in Ms. Chenoweth's name at West One Bank, Ms. Chenoweth apparently



had no personal accounts in the bank. On her financial statement dated November 23, 1994, Ms.

Chenoweth listed her sole cash assets as $6.322 held by the National Guard Credit Union.'

Respondents also do not appear to have satisfied the requirement that the loan bear the

usual and customary interest rate of the lending institution for the category of loan involved. The

1994 $40,000 unsecured loan was obtained at a variable rate equal to 1 .5% over prime, initially

at I10%/. The 1995 loan was for $30,400 loaned at a fixed rate of 9.67%; in October, 1995 the

prime rate was 8.75%. West One Bank did not provide information showing that the rates in

effect for the 1994 and 1995 bank loans were the customary interest rates for the time periods

during which the two loans were made, but publicly available information obtajpd concerning

C:) the cur-rent practices of two banks raises questions as to whether the loans may have been made

below market rate.7

6 Other evidence that the 1994 loan may not satisfy the assurance of repayment criterion
arises from the amount of the loan when compared to her net wrth.

Two newspaper articles focusing on this transaction, one
by the Associated Press and one appearing in the Idaho Staiesmn, state that the industry "rule of

C thmb"'for unsecured lon s to maea loan equal to no more than 10%. of an individual's netC worth. An Idlah Siaiesmin article by a reporter who attempted to mimic Ms. Chenoweth by
applying for an unsecured loan and got kicked out of West One Bank by its president, notes that
"[wJben I filled out my application with Joyce Brewer, manager of the Statehouse branch, shesaid #he 'general rule' for unsecured loans is 10 percent of a borrower's assets.... She also said
the 10 percent rule is flexible."

7 In an effort to determine whether the interest rate was something the Commission should
examine, the Office of General Counsel contacted Crestar, a local District of Columbia bank, and
West One Bank in Boise, Idaho to find out how a bank' s lending rate for personal loans is
currently related to the prime rate for both secured and unsecured loans. On February 7, 1996,
when the prime lending rate was 8.25%, Crestar would have charged 10.25% interest on a
$40,000 secured loan (2% above prime) and would have charged 12.5% interest on a $40,0
unsecured loan (4.25% above prime). There would be no additional loan fees. According to a
West One Bank loan officer, for a loan secured with home equity, the rate on a $40,000 loan
would be either 9.68% (variable rate) or 10. 15% (fixed rate), in addition to a $500 flat loan fee.
If the same loan were unsecured the bank would charge 12.13% (variable rate) or 14% (fixed



Recent communications between the Committee and the Commission raise additional

questions regarding the 1995 loan. Pursuant to a recent request for additional informnation film

the Reports Analysis Division questioning in parl the Chenoweth Committee's failure to submit a

C- I and accompanying loan document relating to the 1995 loan, counsel for the Chenoweth

Committee states that West One Bank has "taken a firm position that (the 1995 loan) is a

personal loan, as it is secured that it was a personal loan to Helen Chenoweth and not to the

Committee." Chenoweth Committee Response to Request for Additional Information (April 23,

1996). Although niot yet argued in context of the instant matter, West One Bank may now argue,

Ivwat least with respect to the 1995 loan, that it did not have to mpy with thepls

governing loans made to candidates or their committees because it had only made personal loans

to Ms. Chenoweth.

C if the loan is made to the candidate and then it is used for campaign purposes, the loan

must meet the FECA's requirements governing loans to candidates and committees.

Ms. Chenoweth sought the original 1994 loan to pay off debts accrued by her committee and she

received the loan as an agent of the Chenoweth Committee pursuant to 11I C.F.R. § 101.2(a).

Apparently, in 1995, after a great deal of publicity she and West One Bank decided to restructure

the loan so that it would be secured by her personal residence. This restructuring however does

not change this loan into a personal loan. The bank's unwillingness to sign a schedule C- I

rate), in addition to a 1% loan application fee. Thus, both Crestar and West One Bank currently
charge at least 2% more for an unsecured loan than for a secured loan and West One Bank
currently charges almost 4% over prime for an unsecured adjustable rate loan. Although not
determinative of the interest criterion for the 1994 and 1995 loans, it appears that at present an
unsecured loan with an interest rate of 1.5%/ over prime and a secured loan with an interest rate
of .92% over prime would not satisfy that criterion.
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certifying that the 1995 loan was made in the ordinary course of business substantiates concerns

tha the loan was not made in the ordinary course of business.'

Accordingly there is reason to believe that the Chenoweth for Congress Committee

and Wayne Crow, as treasurer, violated 2 U.-S.C. § 441b for accepting these contributions.

2. Reporting Issues

It appears that there were numerous requirements involving the reporting of both the

1994 and 1995 West One Bank loans with which the Chenoweth Committee failed to comply.

The main violation appears to be that for almost I I months on three separate reports - the 30

Day Post.Qeneral Election Report, the 1994 Year End Report, and the 1995 Mid-Year Report -

the Committee failed to report the 1994 loan as a loan from West One Bank; instead, it ststed

that Helen Chenoweth was the source of the $40,000 loan. The loan was made on November

23, 1994, and the campaign did not list the bank as the maker of the loan on its Schedule C form

until October 20, 1995, almost eleven months after the loan was obtained; this delinquent

reporting occurred only after the transaction had received substantial media attention. This is

contrary to the Commission's regulations which clearly state that any candidate who obtains any

S There also may have been addtional elements of the 1994 loan which indicate that it was

not made in the ordinary course of business. Ms. Chenoweth applied for her loan on November
22, 1994, actually signed her application and financial statement on November 23, 1994, and
received her loan payment on November 23,1994. This seems remarkably sw~ift, particularly
when the loan memorandum recommending approval of the loan was dated December 2,1994,
even though the bank's response states that this is an internal document fr-equently prepared after
the loan has been issued. West One Bank, Response at 2. In the same conversation the Office of
General Counsel had with the West One Bank loan officer on February 7.,19969 the loan officer
stated that unsecured loans must be paid off in installments and that the bank does not
customarily allow the loan recipient to make a single balloon payment. In this case, interest was
paid in quarterly payments and the face value of the loan was paid off at the end of the loan
cvcle.
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loan in connection with his or her campaign is considered to have obtained such a loan as an

agent of his or her authorized committee. I11 C.F.R. § 101.-2(a).

Although on February 2, 1995 the campaign did submit a Schedule C- I form concerning

this loan and attached the 1994 promissory note indicating that West One Bank was the lender,

even this form was not submitted until almost two months after it was due. Further, a crucial

portion of the C- I stating - "if neither of the types of collateral described above was pledged for

this loan, or if the amount pledged does not equal or exceed the loan amount, state the basis upon

which this loan was made and the basis on which it assures repayment" was not fille out.

Finally, since a committee need only file a C- I one time and since the Schedule C's on the next

two reports continued to identify Ms. Chenoweth as the source of the loan, rather than the bank,

the public record contained misleading and inaccurate information even after the C- I was fikled

C The Committee appears to have correctly reported the 1995 Chenoweth loan, but it has

failed to submit the Schedule C- I form with its required documentation and certification for that

loan. Indeed, prior to a March 1996 request for additional information on this point from the

Reports Analysis Division, the Chenoweth Committee apparently had never attempted to comply

with the provisions of 11I C.F.R. § 104.2(d)(1) and submit a completed Schedule C-1. Even if

counsel's statement is correct that the West One Bank now contends Ms. Chenoweth's 1995 loan

is personal and not campaign related, the Committee still remains in violation of the reporting

provision.

The Chenoweth Respondents claim that these reporting violations were all "harmless"

mistakes. 9 Although the misstatement of the interest rate and correct loan amount is minor, the

10 The Chenoweth Committee apparently has misreported a number of other items in its past
reports. The Committee consistently reported the 1994 loan rate as 10.25% when the interest



mnisreportng of the source of the loan and the absence of collateral is clearly not harmless.

Accordingly, there is reason to believe that the Chenoweth for Congress Committee and Wayne

Crow, as treasurer, violated 2 U.S.C. § 434(b) and I1I C.F.R. § 104.3.

3. Consulting Associates Loans

According to the Chenoweth Committee's 1993 Mid-Year Report, the Committee

accepted two loans from Consulting Associates, Inc. - Si 1,250 on May 25, 1993 and $500 on

June 11, 1993. The Committee repaid the loans on June 30, 1993. The Reports Analysis

Division wrote to the Committee and explained that corporate contributions are prohibited under

FECA and requested clarification. The treasura'spndd "Yes, we had a loan from a

corporation which opened the bank account for the election committee. As soon as the

committee got the campaign guide and read it, we realized the monies were prohibited anid it was

then immediately paid beck. I hoped the report openly reflected this information and I regret the

error." The making of a loan by a corporation, whiich is not in the business of making loa, or

the acceptance of such a loan is prohibited under the Act. Accordingly, there is reason to believe

that the Chenoweth for Congress Committee violated 2 U.S.C. § 441b by accepting $ 1,750 in

contributions firom Consulting Associates.

4. Consulting Associates Expenditures

rate, at least initially, was 10.00/o. The loan amount actually became $40,400 because of the
addition of $400 in extra loan fees which were rolled over into the loan principal, but the
campaign reported it as a $40,000 loan. In its 1994 Year End Report, the Chenoweth Committee
first reported a debt owed to Consulting Associates of $8,349.11 which was described as
"consulting primary;" the Committee made a $2,500 payment on this debt during this reporting
period. The Committee apparently failed to timely report this debt since the primary had
occurred in May of 1994. Finally, in Schedule D of the 1995 Mid Year and 1995 Year End
Reports, the beginning and ending debt balances for the Consulting Associates entries did not
match from one report to another. After subsequent amendments in April 1996, these entries still
appear to be incorrect.
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The Chenoweth Committee may have received other corporate contributions from

Consulting Associates stemming from the fact that the campaign used Consultin Associate',

facilities. Information received to date indicates that the Committee may not always have paid

the proper amount and may not always have paid Consulting Associates within a commercially

reasonable time period. The Chenoweth Committee may also have misreported the purpose of

some of its tranactions with Consulting Associates.

During the course of the 1994 primary and general election campaigns, the Chenoweth

Committee made numerous disbursements to Consulting Associates, a firm partially owned by

Helen Chenoweth. 10 The Committee reported miscellaneous expeVOtures which it identified as

follows:

PURPOSE DATE AMOUNT

Office/Equipment Rental 8/12/94 $2,255.00
Phone Expense 9120/94 $64.37
Rental 12/1/94 $3,157.97
Rental 12/22/94 $3,579.52
Travel 12/29/94 $2,500.00

Total: $12,138.86

In addition, the campaign made more than $23,000 in disbursement& to Consulting

Associates for which the stated purpose was "consulting fees'-:

9/19/94 S5,000.00
10/28/94 $1,549.50
11/1/94 $1,108.48
11/2/94 $675.00
11/4/94 $1,500.00
11/16/94 $1,000.00
11/23/94 $3,336.59

10 Ms. Chenoweth owned 49.5% of Consulting Associates and was its secretary-treasurer.
Vernon Ravenscroft also owned 49.5% of Consulting Associates and was its president. Bob
Robson owned the final 1% of capital stock.
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Seotembe
1994

NO
October
i,4

""neber

1995

AOTAL

3/13/95 $2,028.00
7/18/95 $1,277.00
1 1/30/95 S500.00
12/29/95 $5,349.11
12/29/95 S541.81
Total: S239865.49

Counsel for the Chenoweth Respondents provided copies of monthly bills from Consulting

Associates to the Chenoweth Committee which reflected some but not all of the reported disbursemn ts.

Those records are summarized as follows:

RMR maios unt am V Y avem roft Mont Ift

r $506.25 $782 $187.50 $2,400 S 3,875.75

$506.25 $782

$60

$600

$949.55

$1,042.02

$506.25 $332

$187.50

$200

$200

$6.75

$200

$200

$100

$1,208.42

$1,537.50

$332

$1,475.75

$3,157.97

$3,579.52

$1,277

$2,718.75 53,887.57 $781.75 S2,900 S3,077.92

Total, 9/94 - 1/95 = $13,365.99

Although it is possible to reconcile the amounts of some of the bills with the amounts of

some of the reported disbursements, it is more difficult to match the basis listed in the bills for

the fees charged with the reported purposes of disbursements. For example, monthly billing

records supplied by counsel for the Chenoweth Respondents sometimes include charges for use

of Consulting Associates facilities (rent, equipment, and supplies) together with a charge for
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partial use of a receptionist and the services of Vernon Ravenscroft, the president of Consulting

Associates. This can be seen, for example, in the November 1994 and December 1994 bills.

While the Committee reported two disbursements in December 1994 that matched

exacty the amounts of the November and December bills provided by the Chenoweth

Respondents, the only purpose the Committee reported for these disbursements wa retl

even though the bills that appear to match include charges for supplies, the computers and the

time of Vernon Ravenscroft and a receptionist. Since disbursements to pay bills which included

charges for Mr. Ravenscroft's time were sometimes reported as being for rental, this also raises

questions about what may have been the actual purpose of the disbursements reported by the

committee only as "consulting fees." In fact, the Chenoweth Respondents add to this confusion

N by contending that the $2,500 "travel reimbursement" to Consulting Associates as reflected in

the 1994 Year End Report was actually "a payment on account at Consulting Associates, Inc. for

services and expenses relating to consultation... Chenoweth Response at 1 (February 12,

1996). The apparent erroneous statements of purpose for these disbusmet made by the

Committee to Consulting Associates at least appear to be violations of 2 U.S.C. § 434(bX4).

Since respondents have not provided us wvith all the bills, it is also unclear the extent to

which Consulting Associates wras reimbursed at the proper rate and within the proper time

period. Indeed, given the questions about the accuracy of the reported purposes of the

Chenoweth Committee's disbursements, it is not even clear whether these transactions are

reflective of the Committee's use of corporate facilities pursuant to section 114.9(d) of the

regulations, reflective of a consulting relationship pursuant to section 116.3, or both."1 The

11 In addition, in instances when Ms. Chenoweth as a stockholder in Consulting Associates
personally made more than occasional, isolated, or incidental use of Consulting Associates'
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iformation provided by the Chenoweth Respondents and the Chenoweth Committee's reports

raises these questions and warrants futher investigation on whether the Committee used

Consulting Associates" facilities or purchased consulting services.

Even the limited evidence received to date appears to indicate instances in which, under

any measure, the Committee did not reimburse Consulting Associates on a timnely basis. For

instance, the September 1994 bill contains a charge of $2,400 for "Rent two computers for one

year. Nov. 1993 thru Oct. 1994.- Similarly,, the January 1995 bill for $1,277 was not paid until

July 18, 1995 (the disbreet is listed as a consulting fee). Moreover, debts owed to

Consulting Associates reflected in the 1994 Year End report were not paid off until Decmber

29, 1994 - at least one year after they were accrued.

Two other charges for which the Committee was billed or disbursed funds - receptist

services and travel - also appear to evidence violations of 2 U.-S.C. § 44l1b unless Consulting

Associates regularly extended credit for those services. The monthly reports provided by counsel

show $3,887.57 in bills for a receptionist between September, 1994 and January, 1995. A

statement from the reception included by counsel, dated October 12, 1994, notes: "I have

examined my work schedule and for the month of September find that I spent appoximately

8(r/ of my total work bowrs on campaign related efforts. For our records we certainly can justify

at least a 75% charge to the campaign: 132 hours @ $5.50 an hour for a total of $726.00."

11 C.F.R. § 114.9 "applies only to the use of corporate facilities and does not include the use of

the paid services of corporate employees. Therefore, this section cannot be read as supporting or

auhoizng ... reimbrsment ... regarding the compensation paid to. .. employees for the

facilities. she was required to personally reimburse Consulting Associates within a commercially
reasonable time for the normal and usual rental charge. 11I C.F.R. § I 14 .9(aX2).
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political services rendered to Federa candidates." Advisory Opinion 1984-24.'" The Commrittee

also disbursed $2,500 to Consulting Associates for "travel." In the absence of evidence that

Consulting Associates extended credit for, or even provided, receptionist services or travel

services to its customers in the ordinary course of its business, the provisions of I11 C.F.R.§

116.3 would not apply. As there is no evidence of advance payment by the capin

Consulting Associates' payments of the receptionist's salary and travel expenses appear to have

constituted advances and thus may have been corporate contributions totaling $6,387.57, in

violation of 2 U. S.C. § 44l1b.

This conflicting information relating to the Chenoweth Committee's use of Consulting

Associate's facilities and consulting services provides additional bases for resnto believe

findings of 434 and 44l1b against the Committee. The evidence appears to show that the

Chenoweth Committee may not always have paid the proper amount and may not always have

paid Consulting Associates within a commercially reasonable time period. Furthermore, the

Chenoweth Committee may have misreported the purposes of some of its transactin with

Consulting Associates.

12 Under new regulations to appear at I11 C.F. R. § I1I4.2(f), a corporation which is not in the

business of providing secretarial services may provide such services to a campaign to assist in
fund-raising without violating 2 U.S.C. § 441b, if the campaign pays in advance for the fair
market value of the services.



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

MUR 4283

MUR 4402

RESPONDENT: Helen Chenoweth

This matter was generated by a complaint filed with the Federal Election Commission

("Commission") on November 21, 1995. S=~ 2 U.S.C. § 437g(aX 1). William L. Mauk, Chair of

the Idaho Democratic Party ("Complainant") alleged that Helen Chenoweth and her campaign

committee, Chenoweth for Congress Committee and Wayne Crow, as treasurer, ("Chenoweth

0 Committee" or "Committee") and West One Bank violated provisions of the Federal Election

Campaign Act of 1971, as amended, ("Act" or "FECA"). Respondents Helen Chenoweth and

the Chenoweth Committee (collectively, "Chenoweth Respondents") were notified of the

complaint on November 29, 1995 and responded to the complaint on December 15, 1995. On

January 16, 1996, the Commission received an amended complaint in MLTR 4283 addressing

*- additional violations of the Act The Chenoweth Respondents were notified of the amendment to

the complaint on January 23, 1996 and responded on February 12, 1996.

11. FACTU.AL ANDLEGAL ANALYSIS

A. LM~

It is unlawful for any corporation to make a contribution or expenditure in connection

with a federal election, or for any candidate or political committee to knowingly accept any

prohibited contribution. 2 U.S.C. § 441b(a). A contribution or expenditure includes any direct

or indirect payment, distribution, loan, advance, deposit, or gift of money or any services, or

anything of value. 2 U.S.C. § 441b(bX(2).
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Pursuant to 2 U.S.C. §§ 43 1(8X(BXvii) and 441 b(bX2), and 1I C.F.R. if lOO.7(bXl 11)

and 100. 8(bX 12), a loan by abank is not aconribution if suchloanis made in a c coadance with

applicable banking laws and regulations and is made in the ordinary course of business. A loan

will be deemed to be made in the ordinary course of business if it meets four criteria: 1) the loan

bear the usual and customary interest rate of the lending institution for the category of loan

involved; 2) the loan is made on a basis which assures repayment; 3) the loan is evidenced by a

written instruent; and 4) the loan is subject to a due date or amortization schedule.

2 U.S.C. § 43 1 (SKBXvii) and I11 C.F.R. § lOO.7(bX 11).

A loan will be considered to have been made on a basis which swsm ynue Wit isa,.

obtained using one of two sources of repayment or a combination of both. The first possbe

source of repayment is if the lending institution has perfected a security interest in collateail

owned by the candidate or political committee receiving the loan, and the fair market value of

such collateral, less any liens, is equal to or greater than the loan amount The second posble

source of repayment is if the candidate or political committee provides the bank with a written

agreement pledging future receipts such as public financing, contributions, or interest income,

the amount of which is equal to the loan. 11I C.F.R. § lO.7(b)(l IXi). If theciteria are not

met, the Comnmission will consider the totality of the circumstances on a case-by-case basis in

determining whether a loan was made on a basis which assures repayment.

I11 C.F.R. § l0O.7(bXlIlIXii).

Pursuant to I1I C.F.R. § 101.2(a), any candidate who obtains any loan in connection with

his or her campaign shall be considered as having obtained such a loan as an agent of his or her

authorized committee.
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B. Ca lan

Complainant William L. Mauk, Chair of the Idaho Democratic Party, filed a complaint

with the Commission on November 21, 1995. He alleges that Helen Chenoweth, the Chenoweth

for Congress Committee and Wayne Crow, as treasurer, and West One Bank violated FECA by

receiving or making an "illegal" bank loan. Complainant alleges that Helen Chenoweth received

a bank loan of $40,400 fr-om West One Bank. which was made without collateral or othe

security and thus did not meet the Act's requirement that it be "made on a basis which assures

repayment" Complainant further alleges that the loan initially was reported on Committee

reports as a persosal loan from Helen Cbenoweth to her campaign committee and not as a bank

IN loan from West One Bank and originally was reported as bearing an interest rate of ten and one-

quter percent This information in the initial complaint was also separately ascertained by the

Commission in the normal course of carrying out its supervisory responsibilities.

-44, On January 16, 1996, Complainant amended his complaint alleging that during the 1993-

1994 election cycle, Congresswoman Chenoweth and her campaign committee were engaged in a

series of transactions with Consulting Associates, Inc. ("Consulting Associates") involving

corporate contributions and the conversion of campaign fuinds to the candidate's personal use.

Complainant enclosed FEC reports filed by the Chenoweth for Congress Committee recording a

$1,750 loan by Consulting Associates to candidate Chenoweth which was later repaid with

campaign funds. Complainant also included a copy of a FEC report containing a $2,500

disbursement to Consulting Associates labeled "travel disbursement." Consulting Associates is

an Idaho corporation and Helen Chenoweth is a principal owner, officer, and employee of this

corporation. During the 1993-94 campaign, expenditures by the Chenoweth Committee to



Consulting Associates totaled over S35,000 and included payments for rental, phone expenses

office/equipment rental and consulting fees. During this period, "the candidate was the secretary

and treasurer of the corporation and relied upon its consulting and other services as her principal,

if not exclusive, source of income." Supplemental Complaint at-2 (January 16, 1996).

According to Complainant, during vigorous 1994 primary and general election

camnpaigns, "Public appearances and reliable information from close observers are that these

campaigns were virtually full-timne commitments by the candidate. Despite this, surprisingly, the

House Financial Disclosure Statements reflect that Ms. Chenoweth's saary from Consulting

Associates increased during her 1994 campaign, as compared to the prior, non-election year."

Complainant notes the Committee first declared a $8,349.11 debt to Consulting Associates in its

1994 year-end report but that this debt is labeled "consulting primary." Complainant concludes

C by stating: "All indications from the available public records are that Ms. Chenoweth was

paying herself directly or indirectly for 'consulting' services to her own campaign. By funneling

money from her campaign through Consulting Associates, Inc., it appears that Ms. Chenoweth

was able to launder political contributions for her personal gain."

C. Rmm

Helen Chenoweth and the Chenoweth Committee responded to the initial complaint on

December 15, 1995. Counsel contends that the 1994 West One Bank loan "was not a

contribution within the meaning of the FEC laws, as it was done in the normal course of the

bank's business based upon Ms. Chenoweth's creditworthiness, her assets that far exceeded the

obligations involved, and her long term relationship with the bank, and that the loan was in

accordance with all applicable laws." Chenoweth Response at I (December 15, 1995).



According to this response, the listing of the loan at $40,000 instead of $40,400 (a bane

loan of $40,000 and $400 in transactional fees) on FEC forms was "inadvertent." The

Committee also states that the loan's initial interest rate was I10%, which was the usual and

customary interest rate for the loan. The Committee originally reported the loan as coming from

Ms. Chenoweth. however, in January, 1995, the Committee treasurer obtained a statement from

the West One Bank loan officer, provided the statement to the FEC, and disclosed details of the

loan. "The record clearly shows that there was never any attempt to falsify or 'hide' the loan,

and any errors made in reporting the loan were harmless mistakes based on a plain reading of the

relevant guidelines."11

The Chenoweth Respondents state that Ms. Chenoweth had banked with West One Bank

and its pdeesr-in-interest (Idaho First National Bank) for twenty years, and she had received

C financing for various projects from the bank. "Her ability to obtain a loan of $40,000.00 was

nothing new with West One Bank." The Chenoweth Respondents insist that Ms. Chenoweth's

assets "far exceeded what she owed on such a loan," noting that she only owed $30,000 on her

home which was assessed at $72,000 and is presently valued at $91,000. Ms. Chenoweth

contends that she met her interest obligations in 1995 and the loan was paid off by refinancing

and securing the new loan with a second Nmrgage on her residence. Respondents note "that in

response to concerns raised in the news media regarding the loan, Mrs. Chenoweth promptly

went the extra mile by securing the loan with a second mortgage on her residence."' ""Prior to

becoming a candidate for Congress, it was not unusual for Ms. Chenoweth to sign a personal

guarantee in the form of a promissory note for a loan, credit line, or credit card on behalf of the

corporation she worked for and whom she was the secretary-treasurer."



Counsel states that, although in news reports Ms. Chenoweth was quoted as saying her

campaign was in touch with lawyers, in fact this was a missatmenn the Committee had

received advice from the National Republican Congressional Committee. Counsel also states

that he posed questions to a "non-lawyer on the FEC stf... regarding the same Scenario

involving the loan in question, and the response was that a loan involving only a prmsoynote

was completely legal as long as it was in the normal course of business of the bank and bore the

customary interest rate."

On February 12,1996, counsel for Ms. Chenoweth and the Chenoweth Committee

responded to the amended complaint. Counsel initially notes that the issue of the Chenxweth

Committee's acceptance of loans from Consulting Associates was previously "asked and

answered" in MUR 4034.' The Chenowethi Respondents contend that the $2,500 "trawl

C' reimbursement" to Consulting Associates was "a payment on account at Consulting Associates,

Inc. for services and expenses relating tocnutain Chenoweth Response at 1 (February

12, 1996). Counsel denies that Ms. Chenoweth used corporate resources to ciruvn ca pg

finance laws and states that payments by the campaign to Consulting Associates were not

converted to Ms. Chenoweth's personal use.

Counsel included monthly billing records from Consulting Associates to the Chenoweth

campaign. The following chart is derived ftrm the records:

I In MUR 4034, complainant Bill Mauk, Chair of the Idaho Democratic Party and the

complainant in this matter, alleged that Helen Chenoweth and the Chenoweth for Congress
Committee violated FECA by accepting two loans totaling $1,750 from Consulting Associates,

Inc. Because that matter involved less significant issues relative to other matters pending before

the Commission, a limited amount of money, and because the respondents had undertaken

remedial action, the Commission took no action and closed the file effective November 14, 1994.



7

aLm~ BtUt & Wkww Cumamr MBig.RmyWmft

Sepember $506.25 $782 $187.50 $29400
1994 (75%)' 11193-10/94

October $506.25 $782 S187.50 - -

1994 (75%)

November $6W $949.55 S200 $200 $ 1,208.42
1994 (90%/) (50%)

December $60 $1,042.02 $200 $200 $1,537.50
1994 (90/.) (75%)

January $506.25 $332 $6.75 $100 $332
1995 (75%) (50%) (15%)

The Chenoweth Respondents state that Consulting Associates had more than enough

income to pay Ms. Chenoweths salary from sources other than the Chenoweth Conwmittee.

These sources included prior political clients and current governmental affairs clients. Counse

refers to U.S. House of Represenitatives financial disclosure statemnrts, which had been attached

to the amended complaint to list Ms. Chenoweth's incomne received firm Consulting Associates.

In 1993 she earned $25,350. in 1994 she earned $33,150, $23,450 prior to May 1, of that year.

Counsel contends: -Mr. Mauk alleges that Rep. Chenoweth received a substantial icrease in

incomne and thereby creates an illusion Consulting Associates, Inc. had little or no incomne of its

own during 1994, that Rep. Chenoweth was not working during the campaign, and that her

2 The percentage within parentheses allegedly is the portion of the Consulting Associates'
resources used by the Committee in that month. Apparently, Consulting Associates billed the
Chenoweth Committee for a percentage of the amount that the corporation actually paid for the
item.



private business had come to a complete halt. This is simply no: true. Suich bald assertions are

not supported by the facts."

Counsel then lists all income for 1993 and all income for 1994,

He states:

Ms. Chenoweth continued to work full time well into the year at
Consulting Associates, Inc. as a consultant helping with the clients
of CA, Inc. Her chief client provided regular retainers to CA, Inc.
for Mrs. Chenoweth's work. She managed that client's variou
efforts to work with the government on his projects and to manage
his attorneys relative to a major lawsuit in question. She traveled
quite a bit for this particular client and spent many, many hours.during the 1994 campaign working for him. As her own campaign
becamne more tense, she had to draw away from her full-time work
in August/September, 1994, and she went into full-time
campaigning for the U.S. Congress in September, 1994. Yet, even
in September of 1994, she did some work for her client, assisting
him in obtaining other consultants and in closing down her work
for him.

Counsel insists that in the last quarter of 1994 there were no salary payments or bonuses from

Consulting Associates to M'vs. Cheno%%eth and there have been none since she assumed office.

According to the response, the tw~o principals of Consulting Associates -- Ven

Ravenscroft and Helen Chenovhecth -- -were politically involved. The company they started,

Consulting Associates, Inc., used their expertise to consult and manage political campaigns, as

well as lobbying the state legislature and dealing with go,. "iimental officials." Consulting

Associates was started in 1979 and began to wind downi in January, 1995.3 Counsel contends it

was difficult to gather information for this response because Mr. Ravenscroft lives 100 miles

According to counsel, Consulting Associates, Inc. is no longer an operating business andcounsel believes that it may have forfeited its corporate status late in 1995 by failing to pay acorporation tax. Dun & Bradstreet states that it was informned by a formner corporate officer ofConsulting Associates that the corporation w~as discontinued in the latter part of 1995.



from him and Wayne Crow, the Committee treasurer, has had colon cancer and "has been out of

commission" since early December, 1995.

D. Analysis

1. West One Dank Loans

According to the regulations, a loan will be deemed to be made in the ordinary course of

business if meets four criteria. The 1994 Chenoweth loan met two of the four criteria in that it

was evidenced by a written instrument - the prom issory note - and it was subject to a due date

of November 23, 1995. However, this loan may not have made in the ordinary course of

business, as it appears that the loan neither met the assurance of repayment criterion nor bore the

usual and customary interest rate of the lending institution for the category of loan involved. I I

C.F.R. §§ l00.7(bX 11) and I 00.8(bX 12). Although Helen Chenoweth applied for these loans in

C her own name, she received them as an agent of the Chenoweth Committee pursuant to 11I C.F.R

§ 101 .2(a).

With respect to the assurance of repayment criterion, the bank did not receive either of the

two alternative sources of repayment which automatically satisfy the assurance of repayment

criterion as reflected in I I C.F.R. § 100.7(bXI 1)(i) - it did not have a perfected security interest

in collateral, the fair market value of which was greater than or equal to $40,000, and there was

no written agreement signed by the candidate or her committee pledging fuftre receipts. 4 Nor

4 Although Ms. Chenoweth had orally informed West One Bank that she would use
campaign fund-raisers to repay a portion of the 1994 loan, this was not a pledge of futre receipts
required by I11 C.F.R. § 100.7(bXlII XiXB) and was not a basis to assure repayment, in particular
because the Chenoweth Committee already had significant outstanding debts at the time this loan
was made.



does the totality of the circumstances in this situation indicate that the loan was made on a basis

which assured repayment. I1I C.F.R. § lO.7(bX IIXii).

West One Bank appears to concede that the 1994 loan probably would not meet the

assurance of repayment requirement. The bank notes in its response that: "'Once it appeared that

the loan might not satisfy the 'assurance of repayment' requirement, both the bank and Ms.

Chenoweth took steps to rectify the situation." West One Bank Response at 3. The bank

acknowledges elsewhere: "As is readily apparent, the loan to Ms. Chenoweth complied with all

of the requirements of 11I C.F.R. § 1O.7(bXl 11) except, possibly, the requirement that the loan be

'made on a basis which assures repayment', since the loan was unsecured." LL at 2.

Ms. Chenoweth appears to have restructured the loan using home equity after a number of

newspaper articles commented unfavorably on this transaction.

(7 Although West One Bank decided that Ms. Chenoweth was a good credit risk - the loan

memorandum recommending approval of the loan noted that Ms. Chenoweth has good

repayment ability, good credit, limited debt, and a sure job for two years - these factors do not

satisfy the assurance of repayment criterion. In addition, it is not even clear that the bank

memorandum supporting approval of the loan was accurate in stating that Ms. Chenoweth had

* good credit in 1994. Although the bank did not attach Ms. Chenoweth's credit history to its

response, there is no indication that the bank analyzed Ms. Chenoweth's credit history in 1994

or it would have noted that she had missed payments during the election year. In contrast, for the

1995 loan, the bank attached a consumer loan worksheet and checklist. This document noted on

the "derogatory or insufficient credit history"' section that "slow credit occurred during campaign

year. Credit is now current."' Although there may have been different requirements for



Processing the unsecured 1994 loan and the 1995 secured loan, presumably this information

would have appeared on a_1994 credit report which was ignored by the bank in its loan

recommendation. Furthermore, in making the 1994 loan the bank received absolutely no

collateral. Although the promissory note permitted a right of set off such that the bank could

attach all funds held in Ms.Chenoweth's name at West One Bank, Ms. Chenoweth apparently

had no personal accounts in the bank. On her financial statement dated November 23, 1994, Ms.

Chenoweth listed her sole cash assets as $6,322 held by the National Guard Credit Union3

Respondents also do not appear to have satisfied the requirement that the loan bear the

usual and customary interest rate of the lending institution for the category of loan involved. The

1994 $40,000 unsecured loan was obtained at a variable rate equal to 1.5% over prime,, initially

at 10/a. The 1995 loan was for $30,400 loaned at a fixed rate of 9.671/; in October, 1995 the

prime rate was 8.75%. West One Bank did not provide information showing that the rates in

effect for the 1994 and 1995 bank loans were the customary interest rates for the time periods

during w~hich the two loans were made, but publicly available informnation obtained concerning

Other evidence that the 1994 loan may not satisfy L. : assurance of repayment criterion
arises from the amount of the loan when compared to her net worth.

Two newspaper articles focusing on tfus transaction, one
by, the Associated Press and one appearing in the Idaho Statesman, state that the industry 14rule of
thumb" for unsecured loans is to make a loan equal to no more than 106/ of an individual's net
worth. An Idh ttsa article by a reporter who attempted to mimic Ms. Chenoweth by
applying for an unsecured loan and got kicked out of West One Bank by its president, notes that
"[wjhen I filled out my application with Joyce Brewer, manager of the Statehouse branch, she
said the 'general rule' for unsecured loans is 10 percent of a borrower'set.... She also said
the 10 percent rule is flexible."
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the current practices of two banks raises questions as to whether the loans may have been made

below market rate.'6

Recent communications between the Committee and the Commission raise additional

questions regarding the 1995 loan. Pursuant to a recent request for additional information from

the Reports Analysis Division questioning in part the Chenoweth Comnmittee's failure to submit a

C- I and accompanying loan document relating to the 1995 loan, counsel for the Chenoweth

Committee states that West One Bank has "taken a firm position that [the 1995 loan) is a

personal loan, as it is secured that it was a personal loan to Helen Chenoweth and not to the

Committee." Chenoweth Committee Response to Request for Additional [nformation (April 23,

1996). Although not yet argued in context of the instant matter, West One Bank may now argue,

at least with respect to the 1995 loan, that it did not have to comply with the regulations

governing loans made to candidates or their committees because it had only made personal loans

to Ms. Chenoweth.

In an effort to determine whether the interest rate was something the Commission should
examine, the Office of General Counsel contacted Crestar, a local District of Columbia bank, and
West One Bank in Boise, Idaho to find out how a bank's lending rate for personal loans is
currently related to the prime rate for both secured and unsecured loans. On February 7, 1996,
when the prime lending rate was 8.25%, Crestar would have charged 10.25% interest on a
$40,000 secured loan (2% above prime) and would have charged 12.5% interest on a $40,000
unsecured loan (4.25% above prime). There would be no additional loan fees. According to a
West One Bank loan officer, for a loan secured with home equity, the rate on a $40,000 loan
would be either 9.68% (variable rate) or 10. 15% (fixed rate), in addition to a $500 flat loan fee.
If the same loan were unsecured the bank would charge 12.13% (variable rate) or 14% (fixed
rate), in addition to a 1% loan application fee. Thus, both Crestar and West One Bank currently
charge at least 2% more for an unsecured loan than for a secured loan and West One Bank
currently charges almost 4% over prime for an unsecured adjustable rate loan. Although not
determinative of the interest criterion for the 1994 and 1995 loans, it appears that at present an
unsecured loan with an interest rate of 1.5% over prime and a secured loan with an interest rate
of .92% over prime would not satisfy that criterion.



If the loan is made to the candidate and then it is used for campaign purposes, the loan

must meet the FECA's requirements governing loans to candidates and committees.

Ms. Chenoweth sought the original 1994 loan to pay off debts accrued by her committee and she

received the loan as an agent of the Chenoweth Committee pursuant to I I C.F.R. § 101.2(a).

Apparently, in 1995, after a great deal of publicity she and West One Bank decided to restructure

the loan so that it would be secured by her personal residence. This restucturing however does

not change this loan into a personal loan. The bank's unwillingness to sign a schedule C- I

certifying that the 1995 loan was made in the ordinary course of business substantiates concerns

that the loan was not mde in the ordinary course of business!

Because it is clear that the candidate personally applied for and received the loans, and

presumably negotiated their favorable terms, there is reason to believe that Helen Chenowetli

V violated 2 U. S.C. § 44l1b for accepting these contributions in her personal capacity as a

candidate.

7 There also may have been additional elements of the 1994 loan which indicate that it was
not made in the ordinary course of business. Ms. Chenoweth applied for her loan on November
22, 1994, actually signed her application and financial statement on November 23, 1994, and
received her loan payment on November 23, 1994. This seems remarkably swift, particularly
when the loan memorandum recommending approval of the loan was dated December 2, 1994,
even though the bank's response states that this is an internal document frequently prepared after
the loan has been issued. West One Bank, Response at 2. In the same conversation the Office of
General Counsel had with the West One Bank loan officer on February 7, 1996, the loan officer
stated that unsecured loans must be paid off in installments and that the bank does not
customarily allow the loan recipient to make a single balloon payment. In this case, interest was
paid in quarterly payments and the face value of the loan was paid off at the end of the loan
cycle.
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CERTFIfED MAIL
RETUNRhCF"BOUU

John C. Keenan, Esq.
Goicoeches Law Offices
P.O. Box 340
Nampa, Idaho 83653

RE: NM 4283 and MUR 4402
The Honorable Helen P. Chenoweth

Dear Mr. Keenan:

Records or informnation concerning the trnsactions of your client, Helen P. Chenoweth,
held by the financial intiuto named in the attached subpoena and order are being sought by
this agency in acc ordac with the Right to Financial Privacy Act of 1 978 for the following
purpose: to investigate possible violations of the Federal Election Campaign Act of 197 1, as
amended, by Ms. Chenoweth in connection with loans made by West One Bank to her.

If your client desires that such records or information not be made available you or she
must:

I. Fill out the accompaenying motion paper and sworn statement or write one of your
own, stating that your client is the customer whose records we being requested by the
Commission and either giving the reasons you or your client believe that the records are not
relevant to the legitimate law enforcement inquiry stated in this notice or any other legal basis for
objecting to the releas of the records.

2. File the motion and statement by mailing or delivering them to the clerk of any
one of the following United States District Courts: United States District Court for the District
of Idaho or the United States District Court for the District of Columbia.

3. Serve the Commission by mailing or delivering a copy of your motion and
statement to: Federal Election Commission, Office of the General Counsel, 999 E Street, N.W.,
Washington, D.C. 20463.

(rehab"iZ the Cowmo-o~n 2 9 4nsir..jr%

YESTERDAY TODAY A%D TOM)RRO %
DFDIC ATED To KEEPNI\ THEi Pt. BH C IFORMED
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4. Be prprdto come to court and present your position in finther detail. If you or

your clien do not follow the above procedures, upon the exApira tion of ten days from the date of
service or 14 days from the date of mailing of this notice, the records or information requested
theein will be made available. These records may be transferred to other client will be notified
after the transfer.

if you have any questions, pleas contact me at (202) 219-3690.

Sincerely,

Stephan 0. Kline

Attorney

Enclosures
Subpoena and Order to West One Bank
Motion to Quash Subpoena and Order
Affidavit
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA,
OR FOR THE DISTRICT OF IDAHO

Helen P. Chenowet,I
Petitioner

AFFIDAVIT

FEDERAL ELECTION COMMISSION,

AFFDAVIT

County
Idaho

Helen Chenoweth, being duly sworn, makes the following her affidavit and states:

I . I hereby affirm that all of the state-ments in the Mofion to Quash Commission
subpoenatorder ame trin and accurate to the best of my knowledge and belief.

2. Further the afflant sayeth not.

Helen P. Chefoweth

Subscribed and sworn to before me this
,1996.

day of

Notary Public

My Commission expires
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LAW OFFICES
WEBSTER. CH~bMVMT-& & BzA&N

1747 pENsyLvANIA AvEcUE. N-W.
WAsKDIGToN. D.C. 20008

(202) 785-0500
FAX: (202) 835-02460

July 9, 1996

Lawrence.NM. Noble, Esquire
General Counsel
FEDERAL ELECTION COMMISSION
999 E Street, N.W.
Washington. D.C. 20463

Re: MUR 4283
MUIR 4402
WVest One Bank

I)ear Mvr. Noble.

C I

A

Please find enclosed the original and two copies of West One Bank's Motion
to Quash and/or Modify Subpoena in the above-referenced MURs.

We have been negotiating with Stephan Kline in an attempt to narrow the
scope of certain interrogatories and will continue those efforts. I am confident that
M~r. Kline will advise you if we are unable to reach an agreement as to how West
One Bank wil respond to those interrogatories.

In the meantime, the bank is collecting the information sought in the other
interrogatories and anticipates filing timely responses to those interrogatories.

Sincerely,

Frank M. Northam

FMN ic

Enclosu re...
(T., Stephan Kline, Esquire

-John Ward. Esquire

KCN? MASft. at^"'

C0MA*LCO 9 C04AMOCUfLAINt
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 4283
) MUR 4402

LO

MOTION TO QUASH AND/OR. MODIFY SUBPOENA

West One Bank. by counsel. pursuant to FEC Reg. § 111.15, moves to quaMF

and/or modify the Subpoena to Produce Documents/Order to Submit Written

Answers which was received by its counsel on July 2, 1996. The reasons for this

motion are set forth below.

In the Interrogatories and Requests for Documents labeled "No RFPA

Information", Interrogatories 4. 5, and 8 call for the retrieval and preparation of

vast amounts of information, much of which would be irrelevant to the

< Commission's investigation. It would be unduly burdensome and oppressive for the

Commission to require the bank to produce this information.

Interrogatory 4 seeks detailed information as to each personal loan, that was

unsecured or secured only by a promissory note, made by West One Bank during

1994 and 1995. Interrogatory 5 seeks similarly detailed information concerning

each secured personal loan issued by West One Bank in 1994 and 1995.

West One Bank estimates that, were it to respond to these interrogatories,

the bank would have to review and collect information on approximately 40,000

loans. Additionaly, the bank's information processing system is not set up in such

a manner as to produce all of the information sought by the Commission; therefore.

some of the information would have to be retrieved manual.



1b %
Interrogatory 8 seeks information as to the repayment of unsecured loans

through installment or balloon payments. That information can be provided.

However. interrogatory 8 also seeks a breakdown for the years 1994 to 1996

showing how many unsecured loans were repaid in installments and how many

were repaid with a balloon payment. As with interrogatories 4 and 5, this would

require the rellew of thousands of loans. entailing a great amount of time,

manpower, and expense.

Because of the undue burden and expense which would be imposed upon

West One Bank were it required to respond to Interrogatories 4. 5 and 8 and
1 0

because much of the information sought by those interrogatories is irrelevant to the

Commission's investigation, the subpoena in regard to those interrogatories should

be quashed or those interrogatories should be modified so as to reduce the burden

and expense imposed on West One Bank in providing relevant information to the

Commission.



Respectfully submitted,

Arthur L. Herold

Frank M. Northam
Webster, Chamberlain & Bean
17 47 Pennsylvania Avenue, N.W.
Suite 1000
Washington, D.C. 20006
(202)785-9500

Counsel for West One Bank
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F EDERAL ELECTION COMMISSION

VIAEAC IMJLE.ANDC-ERTIFIMDMA11.
RETURNRECEIPTREQUEm

Arthur L. Herold
Frank M. Northam
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Suite 1000
Washington, D.C. 20006

July 18, 1996

RE: MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

Enclosed is a Certificate of Compliance with the Right to Financial Privacy Act of 1978.issued in connection 'Aith the Subpoena and Order sent to your financial institution on June 28.19,96. seeking the financial records of Helen P. Chenoweth.

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

Sincerely,

/1
Stephan 0. Kline
Attorney

Enclosure
Ccriificate

f.I..0.....I........ . ... I.. .' o "A- f".I



FEDERAL ELECTION CO.MMISSION

CERTIFICATION OF COMPLIANCE WITH
THE RIGHT TO FINANCIAL PRIVACY ACT

TO: Arthur L. Herold
Frank M. Northam
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Suite 1000
Washington, D.C. 20006

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

RE: MUR 4283
MUR 4402
West One Bank

I hereby certify', pursuant to Section I1103(b) of the Right to Financial Privacy Act of1978. 12 U.S.C. § 3403(b). that the provisions of the Act have been complied with as to theSubpoena to Produce Documents and Order to Submit Written Answers forwarded to you in theabove-captioned matter, responses to wAhich are being ordered pursuant to 12 U.S.C. §§ 3402 and3405.

Sincerely.

Attorney

Ok P~ 4 1* biO. L lit ft 1*%F ( )k %Iff

62.

Date



1.LLLU July 11. 1996

The Commission JL 1
Lois G. Lerner
Associate General Counsel

rXeCIJIVE SESSINa
SIffm~T~ !.DTE

Request to Suspend the Rules aith
in MUR 4283 and MUR 4402

regard to the General Counsel's Report

The Attached General Counsel's Report contains recommendations regarding
disposition of West One Bank s Motion to Quash. In order to expedite discovery and to
ensure that Respondents hav-e an answer from the Commission well before their
August 1, 1996 deadline. the Office of General Counsel requests that this Report be
placed on the July 16. 1996. Executive Session Agenda.

Attachment
General Counsel's Report with Attachments

Attorney assigned: Stephan 0. Kline

TO:

F 4 -- .,

JUL ,1 1

SENSITIVE

FROM:

SUBJECT:

1996



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
) MUR 4283

West One Bank ) MUR 4402

GENERAL COUNSEL'S REPORT

I. BACKGROUND

On June 25, 1996. the Federal Election Commission ("Commission") found reason to

believe that Helen Chenoweth: Chenoweth for Congress Committee and Wayne Crow, as

treasurer. Consulting Associates. Inc. and West One Bank (""Respondents") violated various

provisions of the Federal Election Campaign Act of 197 1. as amended, ("Act" or "FECA"). The

Commission specifically found reason to believe that West One Bank violated

2 U.-S. C -§ 44 1b through two loans to Helen Chenoweth which were possibly not made in the

ordinary course of its business. On the same date the Commission also approved Subpoenas for

the Production of Documents and Orders for Answers to Interrogatories to be sent to all

Respondents.

On July 9, 1996. West One Bank filed a Motion to Quash andor Modify, Subpoena

pertaining to three interrogatories Attachment I -This report recommends that the Commission

dens- West One Banks Motion to Quash

11. ASNALYSIS

West One Bank seeks to quash or limit Interrogatories 4. 5. and 8 in the Subpoena to

Produce Documents and Order to Submit Wkntten Answers addressed to WVest One Bank. Sr



Attachment 2. These interrogatories seek information pertaining to secured and unsecured loans

made by West One Bank-i 1994 and 1995. According to the Motion. these interrogatories:

call for the retrieval and preparation of vast amounts of information. much of
which would be irrelevant to the Commission's investigation. It would be unduly
burdensome and oppressive for the Commission to require the Bank to produce
this information... . West One Bank estimates that, were it to respond to these
interrogatories the Bank would have to review and collect information on
approximately 40,000 loans. Additionally. the Bank's information processing
system is not set up in such a manner as to produce all of the information sought
by the Commission; therefore, some of the information would have to be retrieved
manually.

Attachment I at 1.- West One Bank is incorrect in its assertion that the information sought in

these interrogatories is irrelevant. The information pertaining to the unsecured loan. the balloon

payment issue, and interest rates for fixed rate secured loans is directly relevant and necessary in

making the determination whether the loans to Helen Chenoweth were made in the ordinary

course of business. For this reason, this Office recommends that the Commission make no

formal changes to the subpoena.

At the same time. in recognition of the burden this request appears to place on the Bank.

this Office is attempting to work out an informal solution with West One Bank. but at this point.

this Office has not reached a preliminar% agreement with the Bank. This Office recognizes that

providing information relating to 40.000 loans could be burdensome to West One Bank. and may

be far more extensive than the Commission may need for its investigation. In an effort to be

accommodating. this Office has Informed the Bank that. at least at the initial stage. this Office

%%ould be willing to accept less Information and not recommend subpoena enforcement if this

Oflice and the Bank could agree on a smaller universe of information that would enable the



Commission to make the determination w,%hether Congresswoman Chenoweth's 1994 and 1995

loans were made in the orinary course of business.

As a starting point, this Office is prepared to suggest that West One Bank provide the

information sought in Interrogatories 4 and 8 for whatever period of time would provide

information about I(XM unsecured personal loans on either side of the time period when West One

Bank made its 1994 loan to Helen Chenoweth. West One Bank would also provide the

information sought in Interrogatory. 5 for 100 fixed rate secured personal loans over whatever the

appropriate time period would be on either side of the time period when West One Bank made its

1995 loan to Congresswoman Chenowveth.' If this information does not appear to be sufficient.

this Office would then plan to increase gradually the number of loans for which information is

sought.:

C Accordingly. this Office recommends that the Commission deny West One Banks

Slotion to Quash and/or Modify Subpoena

Counsel for West One Bank has informed this Off'ice that the Bank has no problems
turning o~er the general polic% information sought in Interrogator% 8 pertaining to balloon
payments for unsecured loans This Ofiice %%ill still require this general information and will
also request daily loan specification sheets -which %%ere distributed to loan officers during the
relevant time periods in 1994 and 1995 and polic% statements dictating the amount of authority
that loan officers have in deviating from the terms listed on the loan specification sheets for
unsecured personal loans and fixed rate perional loans secured with a second mortgage on real
property.

* If necessary. this Office %kould also provide West One Bank with a reasonable extension
of time relating to these specific interrogatories



111. RECOMMENDATIONS

I. Deny Wes#-One Bank's Motion to Quash and/or Modify Subpoena.

2. Approve the appropriate letter.

IN~5
Date

Lawrence M. Noble
General Counsel

BY: tR0
Lois G. er
Associat General Counsel

Attachments

1. West One Bank Motion to Quash and/or Modify, Subpoena

2. Original West One Bank Subpoena

Attorney assigned: Stephan 0. Kline
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BEFORE TE FEDERAL ELECTION CO)O(ISSION

In the Matter of

West One Bank MUR 4283 and
NOR 4402

1, Marjorie W. Emons, recording secretary for the

Federal Election Commission executive session on July 16,

1996, do hereby certify that the Commission decided by a

vote of 4-0 to take the following action. with respect to

MUR 4283 and MUR 4402:

1. Deny West One Bank's Motion to Quash
and/or Modify Subpoena.

2. Approve the appropriate letter as
recommended in the General Counsel's
July 11, 1996 report.

Comilssioners Aikens, Elliott, McDonald, and McGarry

voted affirmatively for the decision; Co issioner Thomas

was not present.

Attest:

Datei W. Emons
seclatryof the Commission

gid . 014 -19
Date



FEDERAL ELECTION COMMISSION
WASHI\GTOs DC '(1Jqo

VIA ACSMILEANDFIRS CLSS M11.July 19, 1996

Arthur L. Herold
Frank M. Northamn
Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Suite 1000
Washington, D.C. 20006

RE: MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

This letter is to confirm the Federal Election Commission's July 9, 1996 receipt of West
One Bank's Motion to Quash and/or Modify- Subpoena, relating to Interrogatories 4, 5, and 8 in
the "No REPA Information" Subpoena in the above-referenced matters. The Commission
reviewed and denied the motion on July 16.

Although the Commission has denied your motion, this Office remains il1ing to work
w~ith you to arrange an informal and less burdensome solution which still provides the
Commission with sufficient loan information. As you know, West One Bank's responses to the
Commission's subpoenas are due on July 3 1. Accordingly, please contact me at (202) 219-3690
by Monday. July 22 to discuss this situation.

Sincerely,

Stephan 0. Kline
Attorney

IsrrMrN Tofla, AND TOWIORRO%%
[)1 A T[! t) K.EEPIN(, THF PL ILIK I*%.FOI !f[)



FEDERA-\ ELK )\1 ()%iMilSSIO)\

Via Facsomil July 22. 1996

Arthur L. Herold
Frank M. Northam
Webster. Chamberlain & Bean
1 747 Pennsylvania Avenue, N.W.
Suite 1000
Washington. D.C. 20006

RE: MUR 4283
CN MUR 4402

West One Bank

Dear Mr. Herold and Mr. Northam:

Pursuant to today'*s conversation, the follow~ing represents my understanding of the
material which West One Bank will provide to the Office of the Gen~eral Counsel. In an effort to
be accommodating. this Office is %illing to accept less information than that required by the
subpoenas. at least at the initial stage. and not recommend subpoena enforcement if this Office
receives sufficient information to make the determination of whether the 1994 and 1995 loans

* -- ere made in the ordinary course of business. Assuming that the following questions would
produce sufficient information. they would be acceptable to this Office:

4 Please state the number of personal loans made by West One Bank during a
fifteen day penod on either side of the date wihen the 1994 loan was made to Helen Chenoweth.'
%%hich %%ere either not secured or %Fe-re secured only with a promissory note, and provide the
following information for each such loan.

a. State whether the loan recipient had an account 'Ith West One Bank.

b. List the loan amount and interest rate.

c. State %%hether the interest rate was adjustable or fixed.

If 'this time period does not result in information relating to approximately 100 loans
(greater than 75). West One Bank %%IIl continue adding additional week long periods on either
side of the loan date until information pertaining to approximately 100 loans has been
accumulated



Mr. Herold and Mr. No
Page 2

d. Provide the prime rate and WOBRR in effect on the date the loan was made.

e. State whether principal was repaid in installment payments or with a single
balloon payment at the final repayment date for the loan;

f Provide loan specification sheets distributed to loan officers during this period;
and

g. Provide a copy of any West One Bank formal policy dictating the terms a loan
officer can use in making an unsecured personal loan or a loan secured only with a
promissory note.

5. Please state the number of personal loans secured with a second mortgage on
residential real property made by West One Bank during a fifteen day period on either side of the
date when the 1995 loan was made to Helen Chenoweth.2 and provide the following information
relating to such loans:

a. State the number of loans made which bore a fixed interest rate;

b. State the number of loans made which bore a fixed interest rate that was I
c percent above the prime rate or WOBRR or lower. For each such loan state the

loan amount, the interest rate, and provide the prime rate and WOBRR in effect
on the date the loan was made.

c. Provide loan specification sheets distributed to loan officers during this period.
and

d. Provide a copy of any West One Bank formal policy dictating the terms a loanofficer can use in making a fixed rate personal loan secured by a second mortgage
on real proper1%

8. State whether in November of 1994 an individual borrower of an unsecured loan
could repay West One Bank wiith a single balloon pay-ment rather then installment payments of
pnnciple. If West One Bank has a formal policy relating to this issue, please provide a copy of
it.

If this time period does not result in infomto rltntoapoImae~ 0
loans (greater than 75), West One Bank wAill continue adding additional week long periods on
either side of the loan date until information pertaining to approximately 100 fixed rate loans has
been accumulated.



Mr. Herold and Mr. NtR
Page 3

Pursuant to our conversation, you have also requested a fourteen day extension to the
time period provided for in the Commission' s Subpoena to Produce Documents and Order to
Submit Written Answers, solely to comply with the three informally modified interrogatories
described above. The Office of the General Counsel has granted the requested extension, and
your response to these three interrogatories is due by the close of business on August 14, 1996.

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

Sincerely,

Stephan 0. Kline
Attorney



FEDERAL ELECTION COMMISSION
%%ASHI%CTO% DC 204i'd

VI FCSNFAND FIRSCLASSMAIL July 25, 1996

John C. Keenan, Esq.
Goicocchca Law Offices
P.O. Box 340
Nampa, Idaho 83653

RE: MUR 4283 and MUR 4402
The Honorable Helen P. Chenoweth

Dear Mr. Keenan:

Last wek, the Office of the General Counsel received a phone call from Trent Marcus
%%ho stated that he would be representing Helen Chenoweth. Mr. Marcus fuirther stated that he
would request anexmipon of time to respond to the Commission's subpoena directed to
Ms. Chenoweth. This Offlice informned Mr. Marcus that we would need to see a written
designation of counsel and a %uritten request for an extension of time. The sooner the request is
formally made, the more likely it is to be approved. Moreover, unless we receive the request for
extension. the subpoena deadline remains July 31, 1996.

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

Sincerely,

Stephan 0. Kline
Attorney

(* [R A To[*.. A- .**%()R



CRAIG MACS MARCUS. MERUcK & MON'UGONM Y bJ6 TIELP, h
CASS MARCUS-4012PSe
S1 I0 " afic MARCU 01INGU LAW SUILDOIG 'LIFAX

$ART 1. M@W"T49meaw ?3 NOOTH 717" STvEtjg W 2lr
00O1ft? L 11106 D%0tWA. ; - 9018t. IDAHO 83702-6SSS

(-P A -Lt.0 . k 1IO ,*
IC'4IL C1PSRSSAU.

Otis-too 006LUit

714611 MARCUS

Jul 2G96.

VIA FAX

Stephen 0. KLN
Federal Election Coaaat

999r %t.tNW
Wahinto D.C. 20463

Re: MlR Numbers 4213 ad 44a2
U.-S -Re sPemsbve Heiem Chenwedsh

Dear Stephen:

CThis firm re b hite U Ww S it C Rqu~iw Heim Cbcwwcth in the
Chmwttrm CeuIpu Cowinhitb with n*Pmd W Fsd.,J IUM= Cwnummsuon 1M nuwu

42A3 and4402 Ow desigamo ocs~muedomemf~~p m 3 ei CU0we& is enclosd.
-~ we we in the praceas of obtim a INg~ of =mmd docuna for the Committe, and

will forward it so yoaw Thu nufn wm usendy r0&,e 10 = by Jobts C. Keo.& who
prtvuously reemd Repre-dmtmw eowet eh Cmme in the -1, 1.

WO baI recIWie "w kwa 10 Mr. Kamme dmd June 21, 1996, concemviag the
Subpvcna to Produce Duwusnes uwI Oidw to Subeuit Wriltcn Azuws fited to
Rcepreuaav Che0oweti 40d Wayue Crow, Tuinxu of Chatovietl fbr Conom~ Coiiee.
Your Iettcr directed A&. Keeaw I* nbwa PIP0030 aD tiacvg rs ad mquess for
Pfoductio Of doctmsto the FFC aidin hurty day, or the date ofrmcgpt of the lettm

MrKeeawm zav=i 1w ktvr on Jui 3. 1996. thusio the tinily day hin1rsmewwociipiruzori I am writng to mile - ewasb ft tum With regt ro ttds deadirm. As i saued,this "miner was only fecwa& refated so us The tequesi infonnalau n md doewneta we
wzaiered between Boise, Idaho. Nampao 1&aho; Goodiug. Idaho. and Wshinom, T)c. Sgrmlindividuals have pocsesitu and onnirol owi the 'equesWe dwc nts. These idividual wemprad among the above mmuonod ccao~m as well It will Uke a significant amount of uime tv

JU%.. &W A-#A.# ";Ai tiLkIkICK Hu"Tca"y TO L&IW193923 P. 82



Stephft 0. Kline
July26, 1996
Pope 2

trak dtm down. delermia which docunmnt tey hove that we mnane to these invesatin
awsmilaa and owgnize all the domanr. mid ukiately submit them to the FEC. Additiovly
Rermntive Chenoweth ha 1y mcady retuwd %um easr Eimipc, and a to had the
oppwluaity to analyze the intrropatories and p~e adequate rewionse to then.

Therefore. we would gmetly appreciatew add~iiaW sixity days to rapiod to thr
isnea. ire and requests for pouton of docuinmsutched io your ltter of June 28.
Fimaiy. if you lave rowived an) docummus or mpanm to inkTz gtofies frurn y other
responden involved in MUJR numbers 4283 and 4402, we reagut that you mWn as copies of
such 'oft-raaon

Thank you for yozr anenton tD thme mae We look forward to hinng frarm

Very aly yows.

MARCUS. hMRCK & MONTGOMERY

BUry Nivwa

Th4:bp

j ub. &Aj 'L J jW oL&- && I tMA I iOJ4iWLKi W IAJ- 19 iii5 V. W



Jw' ~~. ~ ~ *ikj. fl4A.4a ILk1kl. M341OER, ITU ~ ag~a .0

4- 2- 
7-miN__a &

-w mm.4

Wase (~.a.4'. ftrn-

laIdifift" is MCI* fttiut so aw
OWels~ Is sIMs1 -$ag to few weqa mfLfIeme sd otbn

inm4eeUSW 1640 960 *hmli sd toWSOf IW hbaf beta.
"mt si"1

Helen P. ChenowWh, M. 

Sam.

PO FRm 897

Some.k~w837M1

206-378-750
22S1II

1202 193W3 P. Ew

AAOAO VJ*w 2--



H~jhI 121 U~ FFM W065A DANMIOk flW4G TO LaIJB1393 r. al

0
MARCUS, MirRJICX & MAOWTGOWWRY

V161 INANCUg &AW SUILDING

Y1 NORT1' 7TH 51ftj1
vuIbt. aUAeVU iObI

CtAwvO V VARCVS

CSASG rANIU
@&Rev MAucus.
Re 0 #a IAI*Og
C44, L 0001u(;Wtft
*OOsa -oe esoI*rus7a DS.-

C P A L t W IeR&~tooll.
Mwf~r CidyfTI~A9.
*,q'rt. RJANCIP4,
**e' ity u

&4w ega, ON

*ft 0%0 &. w so.
wW to to~* So~s lk tw

&-w., &Vd S' V% m5,.Pt%900O

VIA FAX Ai~ 1. 199b

ru 0,040011
104 Jo~*e#

4169A

-C

.- 0-

Swephm 0. Klim
red" E~ io
Qirke df lTeu C oiel

Waublom D.C. 2046.3

Re: MR O's 4283 & 4402 - U.S. Re i Ve U=im Cbmawet

La blepba.

TmweiiS CCPW M4tiw cmlmew sgim iCiuWr &inmmeu hmgu tislawrui a Cotmwe of 6e Chotgowb for Coopea Co" for ;xpUo as labove refeecd MUR'. As requssd in ourfu to ywudd iuiy 2b 199. wecolum to rewu an emiics of n amkl aabity(s)) chys to mnpmd lo doe1leiTnglmes wl Requeg for tStiUc of i wbick art afth towour ktin Io Job. Kenn do um. 20.16. 1 jismy -~~ dIhi y -dmv;will rewd des req"e ooi Tb Ci 1 w e 0 1 i ow imm tofully comply with thes Dicovenv um .qdiO we weN as d3 Ewws we= otr
~~iu~~~t n"P~w ubouw Iupu om

We appaiae your asswe and cogI8 a i tba Smc We "~o forwud IQ
be" qLrmyo as sos w p=A&

Va 7f y roum

AiM

'-9

"AA U1 IIAp

%^W 0"ICIS



ALS9 1913 F" P WQIC Pwu6wtVy TO
FEC Gboaral Comnsal TM I2C2-219.4M3 iwI 1? V9

33s9 P. w
14; a NO.02 p .02

M#428S3 & #4402

OW or =0 ; NOT"y "mruu. -SAM.
A l737 North 7th ltns.t

Boise. Id. 13702

(213S) 342-3363

all

The abhwo,..md IV*ITuSI Is bmr e sivnute4 as my
Ifo am If rtmerlud ao gemigwo muinLtiaeft t4Nw

uIWIo"g trwp t'* SIO ,s so to "t M y Doug 609080
the canS Ie. ^ A

NM min
mwl~ gos

3-r/

~A I~ LJ.. "-la iK i r POJ. U It.u lLko t-p W4 flutJl 1 u lw2l~139m3
JVL-8-96 as " &a son p..'

-- LE.-M ---

NMI



FEDERAL ELECTION COMMISSION
Afks; %CTO% DC VO~bl

VILA FACSIMILE AND FIRST CL-ASS MAIL

August 2, 1996

Barry Marcus and Trent Marcus
Marcus, Merrck & Montgomery
737 N. 7th Street
Boise, Idaho 83702

RE: MUJR 42dand MMR 4402
Representative Helen Chenoweth
Chenoweth for Congress and

Wayne Crow, as treasurer

C Dear Mr. Marcus and Mr. Marcus:

This is in response to your letters dated July 26 and August 1, 1996. in part
requesting a sixty day extension to respond to this Office's Subpoenas to Produce
Documents and Orders to Submit Written Answers in the above-captioned matter.
Because this Office is only permisitted to give a thirty day extension, this Office will place
your request for the full sixty day extension before the Commission for its determination.

After considering the circumstances presented in the letter and your representation
that you intend to comply with the subpoena, the Office of General Counsel has granted
you a thirty day extension. Accordingly, unless you receive notice to the contrary, your
responses are due by the close of business on August 30, 1996.

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

Sincerely,

Stephan 0. Kline
Attorney



LAw Ovu'xczs
WEBSTER. CHAMBERLAIN & BEAN

1747 PENN%,SYLVANIA AvEuz. N.W
WASHIN0T0N. D.C. 20000

120'2) 785-9500
FAx (202) 835-0243

August 1. 1996

Stephan 0. Kline. Esquire
Office of General Counsel
FEDERAL ELECTION COMMISSION
999 E Street. N.W.. Sixth Floor
Washington. D.C. 2"0463

Re. MUR 4283
MUR 4402
West One Bank

C,3

71'

-M

IDear.Mr. Kline.

Enclosed are West One Bank's responses to the Commission's
and Requests for Documents in the above- referenced MURs.

Interrogatories

As, w e have discussed. the Bank periodically issues "green sheets" to its loan
officers and other personnel involved in the approval of loans. AWie those
particular forms were not requested in the FEC's interrogatories, I am attaching to
this letter copies of the -green sheets- that were in effect during the time periods in
question. It is my understanding that these forms provided loan - authorization
officials with guidance as to the Bank's policies on the issuance of loans, but that
each official had discretion (wIthin the official's loan authoriza-,on capability) to
diverge from the guidelines of the -green sheets.

If you have any questions in regard to these responses, please give me a call.

Sincerely.

Frank M. Northam

If I

FM. N )jc
C(, Johni Ward. Es-quire/Enclosure.-

A, A..r V 'j,

SCWLAI



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 4283
) MUR 4402

RESPONDENT WEST ONE BANKS ANSWERS
TO INTERROGATORIES AND REQUESTS

Comes now the Respondent, West One Bank, and for its responses to the

Interrogatories and Requests for Documents issued by the Commission by

subpoena dated June 22, 1996, states as follows:

Question 1: With regard to Helen Chenoweth's banking history with West

One Bank, please provide the following information: (a) state the length of time

Ms. Chenoweth has been a customer of West One Bank or its predecessors in

~) interest; (b) please identify each account, credit card, or other banking activity

(besides line of credit or loan) that Mis. Chenoweth has had with West One Bank.

For each, please provide the following information: (i) list the date each account,

S credit card, or other banking activity was opened or obtained; and (ii) list the date

each account, credit card or other banking activity was closed, paid off or canceled;

(c) state whether Nis. Chenoweth had a bank account in her name at West One

Bank on 11-22-94 and/or 10-20-95. If so, please provide the balance of each such

account held in Mis. Chenoweth's name for both dates: and (d) please list and

describe all loans (including a line of credit or any loan Ms. Chenoweth guaranteed)

.%s. Chenoweth has received from West One Bank, in either a personal capacitv or

0



S 0
professional capacity as an officer of Consulting Associates, Inc. Please provide

copies of all promissory notes and other documents memorializing the loans or used

to obtain them. For each such loan, describe the collateral which was used to

secre it.

Answer 1:

(a) West One Bank records indicate that Ms. Chenoweth has been a

customer of the Bank since May 14, 1980.

(b) Information on when each account was opened and dlosed is as follows:

Checking Acct Savings Acc Credit Card

Opened

- Closed

S OpenedNd Closed

Opened
Paid Off

Opened
S Paid Off

Opened
Closed

(c) Ms. Chenoweth had a bank account in her name at West One Bank on

November 22, 1994, with a balance of

Nis. Chenoweth did not have a bank account in her name at West One

Bank on October 20, 1995.



(d) Other than the loans of October, 1994, and November, 1995, no other

loans have been made by West One Bank to Ms. Chenoweth individually.

A total of 13 loans were made to Consulting Associates from March 2,

1990, to February 8, 1994, with the highest borrowing amount being Each

loan was secured by Savings Certificates. Ms. Chenoweth did not personally

guarantee any of the Consulting Associate loans.

Qetin : Relating to the November 8, 1995 bank loans from West One

Bank to Helen Chenoweth, a Consumer Loan Worksheet & Checklist notes under

"Derogatory or Insufficient Credit History" that "slow credit occurred during

campaign year. Credit now current". With regard to this statements of past slow

credit, state whether this information was known by West One Bank loan officers in

1994. If so, please provide copies of any 1994 documents containing this

information and/or any analysis thereof. If not, please state why this information

was not known by West One Bank.

Answer 2: The information about "slow credit" was not available to West One

Bank in November, 1994. The "slow credit" did not occur until 1995.

Question 3: Helen Chenoweth applied for a $40,000 loan from West One

Bank on 11-22-94 and the loan funds were disbursed on 11-23-94. Regarding this

loan, please provide the followring information: (a) identfy each person who worked

on or approved this loan; (b) describe the specific task performed by each person
identified in Interrogatory 3(a). (c) state the basis upnwIchapoa a

3



granted: (d) state the date approval was granted for the $40,000 loan and provide

any documentation mionalizing that approval: (e) please list the dates on which

loan payments for 1994 loan were due: and. (A please provide documentation

showing the dates and amounts for payments of interest and principal for the 1994

loan.

Answerl3

(a) Jerry Wray. Regional Branch Administrator, and Kerne Quinn.

Manager, were the idvuaswho worked on the loan request of November 22.

1994.

(b) The initial loan request was made in person by Nis. Chenoweth on

November 21. 1994. to Jerry Wray. Mr. Wray informed Ms. Chenoweth that Kerrie

Quinn. manager of the Plaza Office of West One. would be handling the loan

IN request. Ms. Chenoweth's accountant FAXed to Mr. Wray certain documents

regarding her financial status. These documents were forwarded to MNs. Quinn who

completed a financial and debt service analysis. 'Ms. Quinn and IMr. W~ray then

discussed the analysis and agreed that approval of the loan request should be

granted. On November 23. 1994. \Is Chen(.eth came to the Plaza Branch where

she met with Mfr. Wray and Ms Quinn. signed the appropniate documents and a

ca-shier'.- check in the amount of the loan wa-% issued.

(c) The baseb for the approv-al of the November 23. 1994 loan are as

fonows.

I. Good payment record on prior obhigations; with the Bank:

4



2. Satisfactory credit report;

3. Satisfactorv Bank relationship for manv years;

4. Limited debt;

0. Job stability durng the loan term:

6. Satisfactory debt service coverage: and

7. Secondary repayment available from real estate equities.

(d) The loan request was approved on November 23. 1994.

(e) The loan was established With interest payments due quarterly and

the principal balance being due on November 23. 1995.

(M The payment history on the November 23. 1994 loan 's attached as

Exhibit 3.a.

Question 4: Identify each person employed by West One Bank who worked

on or approved the loan that M. Chenoweth obtained from West One Bank on

November 8. 1995.

Answer 4- The following individuals are the primary persons who worked on

o and-or approved the loan made November 8. 19935. and their respective positions at

that time:

Jerry Wray. Regional Branch Administrator:

Kerrie Quinn. Manager - Plaza Branch:

Tracy McKinney. Loan Officer.- Plaza Branch. and

Toni Ripke. Chief (Credit Administrator.



Question-5: Is there a general rule in the banking industry for making

unsecured loans so thiat a bank would only make such a loan if it were equal to no

more than 10%o of a borrowers assets? State whether this rule was in effect in

1994. If so. state why you departed from this rule in making the 1994 loan to Helen

Chenoweth.

Answer 5: West One Bank is not aware of any general rule in the banking

industry that unsecured loans should be limited to 10% of a borrower's assets. West

One Bank uses a subjective analysis for each loan it makes which includes the

character. capital and capacit% of each borrower.

West One Bank is aware that a columnist for TeIaoStesman

attributed a quote to a West One Bank manager regarding a '10% general rule".

Attached as Exhibit_5.a. is West One Bank's response to this columnist, dated

November 3. 1995. which states, amiong other things. -lilt is definitely not a policy

of West One Bank that unsecured loans area limited to 10% of assets-.



S
I swear that the foregoing Answers to Interrogatories and responses to

requests for documents are true an~d correct to the best of my information.

knowledge and belief.

Je

SUBSCRIBED and SWORN to dayr~ of hi

Notary Public

My Commission expires

day of

- t
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November 3. 1995

"ESTOP4E
Mr. Dan Popkey, Columnist BANK
The Idaho Statesman
1200 N. Curtis Road
Boise, ID 83707

Dear Mr. Popkey:

Mr. Lane is currently out of the Bank until next week. your letter of November 2 to Mr. Lane has been
forwarded to me for a response.

I'm sure you are aware that banking relationships between individuals including political candidates and theirbanks is Ia confidential relationship. To discuss any information whatsoever concerning the details of acustomer's relationship with the Bank would be entirely inappropriate and a breach of confidence between theBank and the customer. Any questions concerning a customer's relationship with the Bank should be addressed~) to the customer themselves.

It has always been and continues to be the policy of West One Bank to Comply with all laws and regulations.
As you well know, loans to political candidates are required to be made in the ordinary course of business and

C, on no more favorable terms than might otherwise be available to other comparable individuals.
1 In your letter you make reference to a statement attributed to Joyce Brewer, Manager of West One Bank',sStatehouse Office, that as a 'general rule', unsecured loans are 10% of assets. To draw any conclusionsregarding such a general statement is entirely inappropriate unless you have full and complete informationconcerning the specific makeup of an individual's assets, liabilities, income sources and credit record. It isdefinitely not a policy of West One Bank that unsecured loans are limited to 10% of assets.

We realize your interest in the subject matter, but also know you appreciate the importance of confidentialityin personal banking relationships and will understand the necessity of our inability to disclose the informationyou have requested.

Cordially,

Thomas F. Ripke, Jr.

110395.I1TR



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 4283
MUWR 4402

RESP~OND D'NT WEST ONE BANK'S ANSWERS
TO INTER-ROGATORIES AND REQUESTS

FOR DOCUMENTS

Comes now the Respondent. West One Bank, and for its responses to the

Interrogatories and Requests for Documents issued by the CommiSion by subpoena

dated June 22. 1996 (and as modified by letter dated July 22. 1996 from Stephan 0.

- Kline to Arthur L. Herold). states as follows-.

CQuestion 1:I State whether it is your normal course of business to approve

loans after the loan proceeds have been disbursed.

Answer 1: It would not be in the normal course of business for West One

Bank to approve loans after the loan proceeds. have been disbursed if. in fact.
C?

approval was necessary. However, approval is not necessary for all loans and was

not a requirement for the November. 1994. loan to Ms. Chenoweth.

Lending limits; are established within West One Bank for each lending unit

or office. When a loan to a borrower exceed-, the limit established for the lending

unit or office then approval mu-st be obtained from the Credit Approval department.

The November. 1994. loan to.\Ms. Chenoweth was made by Keme Quinn, the

Plaza office manager. The lending limits for Mis. Quinn. wvithout requiring prior

approval, in November. 1994. were S250.000 for an existing customer and $150,000



for a new customer. The $40.000 loan to Ms. Chenoweth was well within these

limits and was made AwIthout prior approval of the Credit Approval department.

While approval was unnecessary. all loans are documented utilizing the Loan

Approval Application form. Ms. Quinn therefore completed the form and entered it

in the loan file as her work schedule permitted.

Attached as Exhibit l.a. is the policy of West One Bank concerning lending

limits and the requirements for when prior approval must be obtained. Attached as

Exhibit Lb. is the lending authori ty delegated to IMs. Quinn.

Question 2: Please state the usual length of time between an initial loan

application and final disbursement of loan funds for both an unsecured loan and a

Cloan secured w"ith real property in November of 1994 and in October of 1995.

Answer 2: Where no loan approval is necessary, the usual length of time

between an initial loan application and final disbursement of loan funds for a

personal unsecured loan in both November. 1994 and October. 1995 was 24 hours.

The usual length of time between an initial loan application and final

disbursement of loan funds for a loan secured with real property in both November.

1994. and October. 1993 was between five (3) and ten (10) days.

Question 3. Please state the meaning of the term "WOBRR'1. and explain

how WOBRR is different from the prime lending rate.

Anser:3- '*%WOBRRW is the acronym for West One Bank Reference Rate. The

-%%OBRR'* is used by West One Bank in heu of a prime lending rate. The bank does



not utilize a rate designated -prime" on any of its loans. The "WOBRR" is an

internal index rate del-ermined by West One Bank in its sole discretion and is based

on a number of factors including the cost of money to West One Bank.

Question 4: Please state the number of personal loans made by West One

Bank during a fifteen day period on either side of the date when the 1994 loan was

made to Helen Chenoweth. which were either not secured or were secured only with

a promissory note, and provide the followring information for each such loan:

a. State whether the loan recipient had an account with West One Bank;

b. List the loan amount and interest rate;

C. State whether the interest rate was adjustable or fixed:

Cd. Provide the prime rate and WOBRR in effect on the date the loan was

made:

e. State whether principal was repaid in installment payments or with a

single balloon payment at the final repayment date for the loan:

f. ProVide loan specification sheets distributed to loan officers during

this period: and

g. Provide a copy of any WVest One Bank formal policy dictating the terms

a Joan officer can use in making an unsecured personal loan or a loan secured only

with a promissory note.

Answer 4: Most of the information sought by Interrogatory 4 is contained in

the printouts of loans attached as Exhibit.- 4.a. and 4.b.:



West One Bank utilizes accounting software whereby loans are posted into

its asset ledger as 'either commercial loans or consumer loans. Loans are

designated as consumer loans if the repayment is amortized on a monthly

installment basis. If loans are repaid by a single payment they are designated as

"commercial" loans because the commercial loan ledger, unlike the consumer loan

ledger, is programmed to accept single pay notes. Because the November. 1994.

loan to Ms. Chenoweth contained a single payment, it was posted as a commercial

loan along with all other single payment loans. Since the interrogatory was

directed to consumer loans and single payment loans, consumer loans are included

with the commercial loans. Printouts of both consumer loans and commercial loans

for the periods in question have been provided.
C

The consumer loan printouts contain the following information:

Note Date: The date the loan was executed.

Coil: Contains a code for the type of collateral securing the loan. The
code number 4 10 represents the loan was unsecured.

Account Number: The Account Number was supplied instead of a
customer name to protect the names of the bank's customers.

Loan Amo jnt: The face amount of the loan.

Rate: The actual interest rate charged.

Term:- The term of the loan in months.

Maturity Date- the date the loan will mature.

Fees: The amount of fees charged to process the loan.

F/A: Whether the interest rate was fixed (F) or adjustable (A).



The commercial loan printouts contain the folowing information:

Customer remarks: The account number was supplied instead of a customer

name to protect the names of the Bank's customers.

Loan number: Number assigned to the loan.

Original balance: The face amount of the loan.

Note Date: The date the loan was executed.

Rate: The actual interest rate charged.

F/A: Whether the interest rate was fixed MF or adjustable (A).

Fees paid: The amount of fees charged to process the loan.

Single pay Y = -bal~oon'* payment, Blank space - installment payments.

a. The Bank does not maintain records that correlate loans with account

holders at the Bank. Therefore. no information can be provided in response to this

request.

b. Exhibits 4.a. and 4-b. reflect this information.

c. Exhibits 4.a. and 4.b. reflect this information.

d. A_,- stated in response to Interrogatory 3. the Bank does not use a

-prime rate- for any of its loans. The WOBRR in effect at the time the November,

1994. loan was made was 7.751o and on November 15, 1994. increased to 8.50%.

The loan made to Ms. Chenoweth on November 22. 1994. was at 1.5 0 o over the

WOBRII with a $400 fee. The effective rate of this loan with the fee amortized over

the one s-ear loan period was slightly. over 1100.

e. Exhibits 4.a. and 4.b. reflect this information.
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f. West One Bank does not utilize loan specification sheets.

g. ExcerptsTrom the Bank's loan policy manual are attached as Ex~hibit

Question -5: Please state the number of personal loans secured with a second

mortgage on residential real property made by West One Bank during a fifteen day

period on either side of the date when the 1995 loan was made to Helen Chenoweth.

and provide the following information relating to such loans:

a. State the number of loans made which bore a fixed interest rate:

b. State the number of loans made which bore a fixed interest rate that

was 10,0 above the prime rate or WOBRR or lower. For each loan state the loan

C amount. the interest rate. and provide the prime rate and WOBRR in effect on the

date the loan was made:

c. Provide loan specification sheets distributed to loan officers during

this period: and

d. Provide a copy of any West One Bank formal policy dictating the terms

a loan officer can use in making a fixed rate personal loan secured by a second

mortgage on real property.

Answer 5: Most of the information sought by Interrogatory 5 is contained in

the printout--, of loans attached a.- Exhibit,-. 5.a.

a. The information sought may be gleaned from Exhibits 5.a.



b. As stated in response to Interrogatory 3, the Bank does not use a

"prime rate" for any oI its loans. The "WOBRR" in effect at the time the October,

1995, loan was made was 8.75%/. The rate had no bearing on the loan to M.

Chenoweth in October, 1995. as the loan was granted at a fixed rate of 9.67%O/. The

remaining information sought may be gleaned from Exhibits 5.a.

C. West One Bank does not utilize loan specification sheets.

d. Excerpts from the Bank's loan policy manual are attached as Exhibit

'if'Question_6-: Is there a general rule in the banking industry for making

unsecured loans so that a bank would only make such a loan if it were equal to no

o more than 10% of a borrower's assets? State whether this rule was in effect in

19941.

Answer 6G: West One Bank is unaware of any general rule in the banking

industry that unsecured loans should be limited to 100% of a borrower's assets. West

One Bank uses a subjective analysis for each loan it makes which includes the

character, capital and capacity of each borrower.

West One Bank is aware that a columnist for The Idaho Statesman

attributed a quote to a West One Bank manager regarding a "10%o general rule-.

Attached as Exhibit 6.a. is West One Bank's response to this columnist, dated

November 3. 1995. which states, among other things, lil)t is definitely not a policy

of West One Bank that unsecured loans are limited to 10% of assets"



Question_7: Please describe West One Bank's internal policy or procedure in

determining whether-to make an unsecured loan to an individual. In answering

this Interrogatory, please provide any written guidelines memorializing this policy

or procedure.

Answer_7: West One Bank's guidelines for retai, unsecured loans are

attached as Exhibit 7.a. The guidelines provide both general information and credit

evaluation guidelines for unsecured loans.

Question 8: State whether in November of 1994 an individual borrower of an

'0 unsecured loan could repay West One Bank with a single balloon payment rather

than installment payments of principle. If West One Bank has a formal policy

C relating to this issue. please provide a copy of it.

Answer_8: The terms of repayment of any loan made by West One Bank are

determined at the time the loan is made. The Bank often makes loans which are to

be repaid with a -balloon" payment rather than by fully amortized installments.

because repayment is tailored to an indiVIdual's expected cash flow. West One

Bank has no formal policy statements on -balloon- payments.

Question 9: Please identify each account. loan, line of credit. or other

banking activity the -Chenoweth for Congress Committee" has had With West One

Bank. For each, please proVide the following information: (a) list the date each

account. loan, line of credit or credit card was opened or obtained: (b) list the date



each account, loan, line of credit or credit card was dlosed, paid off or canceled; and

(c) provide the terms iid payment record for each loan or line of credit.

Answer -9: The only banking relationship the "Chenoweth for Congress

Commi'tte&e has had or currently has With West One Bank are the following active

accounts

(a) Demand Deposit Account $$1396897 opened May 25, 1993.

(b) Money Market Account #5318882 opened May 23. 1996.

Question 10: Regarding the FEC C- I report signed by Wayne Crow on 1-30-

95. reflecting the making of a $40.000 loan to the Chenoweth Committee, please

provide the following information: (a) identify the individual who signed the C- I on

C behalf of West One Bank; (b) describe any conversations West One Bank had with

the Chenoweth Committee regarding the C-i1: and (c) please identify all individuals

associated with West One Bank who were responsible for filling out and/or

reviewing the information on the C-I.

Answr 10: Question 10 contains an inaccurate statement. The $40,000 loan

2 made in November. 1994. was made to Ms. Chenoweth in her individual capacity

not to the Chenoweth Committee- as stated in the question.

(a) The IndiVidual who signed the FEC C-I report on behalf of West One

Bank was Jerry Wray.



(b) The only conversation a West One Bank employee had with a member

of the Chenoweth Coffimittee was a short phone call from Mr. Crow to Mr. Wray

regarding the FEC C- I report.

(c) No other individuals from West One Bank were involved with the

preparation. review or filing of the FEC C- I report.



0 0
I swear that the foregoing Answers to Interrogatories and responses to

requests for documeats are true and correct to the best of my information,

knowledge and belief.

SUBSCRIBED and SWORN to before me this 4( day of

Notary Public

M.N Commission expires

,~. ~
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August 5, 1996

MEMORNDUNSIVE
TO: The Commission

FROM: Lawrence M. Noble

General Counsel

BY: Lois G. Lerner 4?
Associate Genea Counsel

SUBJECT: MUR 4283 and MUR 4402
Requests for Extension of Time

By letters dated July 26 and August 19 1996. Congresswoman Helen P. Chenoweth and
the Chenoweth for Congress Committee and Wayne Crow, as Treasurer, ("Respondents") have

2) requested an extension of 60O days in which to respond to the Commission's Subpoenas to
Produce Documents and Orders to Submit Written Answrs. Attachmvents I and 2. The letters
explain that an extension is necessary because new counsel has recently been obtained and the
requested information and documents are scattered between several locations in Idaho and
Washington. D.C. Furthermore. Congresswoman Chenoweth has only recently returned from
Eastern Europe and has not had the opportunity to analyze the interrogatories and prepare
adequate responses to them. In their second letter. Respondents assure this Office that they

-~ intend to fully comply with the subpoenas and orders. This Office has contacted counsel
Ctelephonical ly and has been informed that 30 additional days is insufficient to respond to these
Cinterrogatories.

As an interim measure. and to help prevent these Respondents from being out of
compliance wkith the subpoenas. this Office has granted Respondents a 30 day extension.
Ordinarily this Office might argue that an extension longer than 30 days is unwarranted and that
Respondents waited until the last minute to make their request. However, because of the in depth
nature of the questions, the length of time it may take Respondents to locate the requested
materials, and the importance of the responses to the investigation, on balance, an additional 30
day extension appears worthwhile. Accordingly. the Office of the General Counsel recommends
that the Commission grant an extension totaling 60 days.



RECMhENDAflDNS

I. Grant an extension totaling 60 days to respond to the Commission's
Subpoenas to Produce Documents and Orders to Submit Written Answers to
Congresswoman Helen P. Chenoweth and Chenoweth for Congress Committee
and Wayne Crow, as treasurer.

2. Approve the appropriate letter.

Attachments

I and 2. Requests for Extension of Time

Attorney Assigned: Stephan 0. Kline
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter o;f

Congresswoman Helen P. Chenoweth;
Chenoweth for Congress Committee
and Wayne Crow, as treasurer-

Requests for Extension of Time.

MURs 4283 and
4402

CERTI FICAT ION

I, Marjorie W. Emmons, Secretary of the Federal Election

Commission, do hereby certify that on August 8, 1996, the

Commission decided by a vote of 5-0 to take the following

actions in MURs 4283 and 4402:

1. Grant an extension totaling 60 days to
respond to the Commission's Subpoenas to
Produce Documents and Orders to Submit
Written Answers to Congresswoman Helen P.
Chenoweth and Chenoweth for Congress
Committee and Wayne Crow, as treasurer.

2. Approve the appropriate letter, as
recommended in the General Counsel's
Memorandum dated August 5, 1996.

Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

Date~44 Marjorie .7 Emmorsi
Secretary of the Con~ssion

Received in the Secretariat: Mon., Aug. 05, 1996 10:27 a.m.
Circulated to the Commission: Mon., Aug. 05, 1996 4:00 p.m.
Deadline for vote: Thurs., Aug. 08, 1996 4:00 p.m.

bjr

_0
Date



VIA FACSIMILE

August 13 1996

Barr Marcus and Trent Mlarcus
Marcus. Merrick & Montgomery
737 N, 7th Street
Boise. Idaho 83702

RE: NIUR 4284 and MUR 44021
Representative Helen Chenoweth
Chenoweth for Congress and

Wa~ne Crow~. as treasurer

C. Dear Mr. Marcus and Mr. Marcus:

Trhis is a second response to your letters dated Jul\ 26 and August 1. 1 9%. in partrequesting a sixty dav extensio torsodt hsOtcs Subpoenas to Produce
[Documents and Orders to Submit Written Answers in the above-captioned matter. On

Au~~~~usr~~ 8196thComsion granted your request for the full sixty day extension
Accordingly. your responses are due h% the close of business on Septembe 3.199

If'\ou have any questions, please contact me at (202) 2119-36940

Sincerel\.

Stephan () Kline
.\ttorne\



BEFORE THE FEDERAL ELECTION COMMISSION

RESPONSE TO INTERROGATORIES ,-

AND REQUESTS FOR DOCUMENTS Tl

MUR 4283
MMf4402 r-

Chenoweth for Congress Committee and Wayne Crow, as treasurer

I1. Please identify those individuals who worked for, volunteered for, or
provided advice to the Chenoweth for Congress Committee ("Chenoweth Committee") and are
best able to answer questions about the Chenoweth Committee's relationship with Consulting
Associates, Inc.

This respondent does not understand what is meant by the term "relationship" as
used in the above interrogatory. If the term "relationship;" refers generally to the Chenoweth
Committee's use of space, office equipment and supplies in Consulting Associates' offices, and
Consulting Associates' provision of consulting services to the Committee, the individual best

c able to answer questions about the Committee's relationship with Consulting Associates is
Vernon Ravenscroft.

2. On Chenoweth Committee reports filed with the Commission, the purpose
lines for many disbreets to Consulting Associates are labeled "rental" or "consulting-
prim3aury." In connection with disbursements made to Consulting Associates, plese separately

* describe what is included within the term "rental" and "consulting." Identify the individuals
responsible for deciding how to describe the purpose of the disbursements to Consulting
Associates on FEC reports.

RESQNSE:

The term "rental" included use of Consulting Associates' premises, receptionist
and use of Consulting Associates' office equipment, such as the adding machine, photocopier,
typewriters, computer, and office supplies. The term "consulting"' included campaign finance
consulting, performed primarily by Vernon Ravenscroft. The individual responsible for deciding
how to describe the purpose of disbursements to Consulting Associates on FEC reports was
Wayne Crow.

3. Please state whether Consulting Associates permitted the Chenoweth
Committee to use the facilities of Consulting Associates. If so, please provide the following
information for each such facility used:

(a) The facility used by the Chenoweth Committee;

page I



(b) Whether the use of the facility was separate from consulting services
provided by Consulting Associates;

(c) The date the facility was used by the Chenoweth Committee;

(d) The date the Chenoweth Committee was billed for the use of the facility;

(e) The amount that the Chenoweth Committee was billed for the facility;

(f) How the billing amount was calculated;

(g) Provide copies of any documentation relating to the billing or relating to
the use of facilities;

(h) whether the amount charged by Consulting Associates for the use of the
facility corresponded to the usual amount charged for that item in the
commercial market. If so, please provide documentation showing the

-0 amount charged was the usual market charge;

(i) when was the bill paid for the use of Consulting Associates' faicilities; and

() who paid for the use of the facilities.

RSPONSE:

This respondent does not understand what is meant by the term "fatcilities" in the
above interrogatory. If the term "facilities" means Consulting Associates' business prmises, the
Chenoweth Committee did use Consulting Associates' facilities. The additional information
requested is as follows:

a. 1843 Broadway Avenue, Suite 102, Boise, Idaho 83706.

b. Respondent does not understand what is meant by the phrase
"separate from consulting services provided by Consulting Associates." If the phrase means
billed separately from Consulting Associates' consulting services, the Chenoweth Committee's
use of the facilities was separate from Consulting Associates' consulting services. All billings to
the Committee by Consulting Associates were itemized and separated for the Chenoweth
Commnittee's use of Consulting Associates' space and office equipment and supplies from the
charges for consulting services performed by Consulting Associates for the Chenoweth
Committee.

c-f. The Chenoweth Committee's rental of space and use of office
equipment and supplies in Consulting Associates' offices are set forth in Vernon Ravenscroft's
responses to FEC interrogatories, previously provided by Mr. Ravenscroft to the FEC, at pages
6-7.
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g. Bills from Consulting Associates to the Chenowveth Committee are
attached to the Ravenscroft responses and documents relating to Consulting Associates billings
to the Chenoweth Committee for office space, equipment and supplies are being provided with
these responses.

h. Yes. Vern Ravenscroft obtained written quotes for computer
rentals. atnd charged the Chenoweth Committee the same rate as the lowest of three quotes for
two computers used exclusikelv by the Committee during its occupancy of Consulting
Associates space. The documentation of that process has been provided as Exhibit #7 to Mr.
Ravenscroft's responses to FEC interrogatories. The Chenoweth Committee paid the same rent
as Consulting Associates paid for its space, with the total rent paid by the Chenoweth Committee
based on the proportion of space in Consulting Associates" offices used by the Committee.
Vernon Ravenscroft was responsible for billing the Committee for its use of office equipment
and supplies, based on his evaluation of the degree of use by the Committee and his knowledge
of the cost to Consulting Associates. The Committee requested no special treatment, and to this
respondent's, knowledge received none, in its use of Consulting Associates' space, office

0 equipment and supplies.

1. Payments for rent of Consulting Associates' space was made
directly to the landlord from July 1993 to December 1993. From January 1994 through January
1995. Consulting Associates billed the Committee for its use of space on a monthly basis.

4. Please describe in detail all goods and services, including consulting
servics, proided by Consulting Associates to the Chenoweth Committee, and for each sc

good or service. please state:

* -(a) The date on which it %%as provided and the date on which it was billed;

(b) The amount that the Chenoweth Committee was billed for it;

(c) The date on which the Chenoweth Committee paid Consulting Associates-,
and

(d) Provide copies of any documents relating to the billing.

(e) If a service %%as provided to the Chenoweth Committee, please list all
Consulting Associates* personnel who provided the service.

TFhis respondent does not understand the meaning of the term "goods.- as used in
the above interrogatory, If the term "goods" means use of office space. equipment and supplies,
see response to interrogatory number 3 for the details of the provision of such items and
documentation of the same. With respect to the provision of services to the Chenoweth
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Committee by Consulting Associates, such service can be broken into two categories: (I)
consulting services. and (2) secretarial services.

a. As to consulting services: Consulting services were provided to
the Chenoweth Committee principally by Ven Ravenscroft. Mr. Ravenscroft conceived and
created the finance plan for the campaign following the primary, and provided ongoing campaign
finance advise. His work in this regard took place from 1993, but generally between June 1994
and November 1994. This was similar to Mr. Ravenscroft and Consulting Associates work in the
past. Mr. Ravenscroft is a former chairman of the Idaho State Republican Party, was a state
legislator for twelve years, and ran a number of political campaigns previously. His provision of
services to the Chenoweth Committee was not a departure from his usual services to other
political clients. With respect to Consulting Associates' billings for these services, we: Mr.
Ravenscroft's responses to identical FEC interrogatories. Documents relating to Consulting
Associates' billings are being provided with these responses.

b. As to secretarial services: Secretarial and receptionist services
were provided substantially from approximately September 1994 through January 1995. The
Chenoweth committee was billed for a pro rata portion of Diana Chenoweth's salary.
Documents relating to the billings for secretarial services are being provided with these
responses.

5. Explain how the relationship developed between the Chenoweth
Committee and Consulting Associates; and

a. Provide any w~ritten agreement describing which services Consulting
Associates would provide to the Chenoweth Committee;

b. Describe in detail any oral agreement or understanding concerning the
provision of services by Consulting Associates to the Chenoweth
Committee. and

C. State when the relationship commenced and concluded.

RESPONSE:

This respondent does not understand what is meant by the term "relationship, " or
the phrase -how the relationship developed,"' as used in the above interrogatory. If the term
..relationship"' means the manner in which the Chenoweth Committee used, was billed for and
paid for space, office equipment and supplies in Consulting Associates' offices, no written
agreement exists between the Committee and Consulting Associates, nor was there any specific
and detailed oral agreement regarding the "relationship" between the two. The description in the
Ravenscroft responses (at pp. 4-6) of the evolution of the "relationship" between the Committee
and Consulting Associates is accurate. The "relationship"' concluded largely by November 8,
1994, the date of the general election, and certainly by December 1995, when the Committee
paid off the last amounts oving to Consulting Associates and Consulting Associates had ceased
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doing business. With respect to consulting services provided by Consulting Associates to the
Committee. again, no written or specific oral agreement existed, but Consulting Associates
provided campaign finance consulting services to the Committee on an as-needed basis, and
billed and was paid for its services accordingly.

6. State whether the services provided to the Chenoweth Committee by
Vernon Ravenscroifi, Diana Chenoweth, and any other Consulting Associates" employee, other
than Helen Chenoweth. were provided pursuant to an agreement and provide a copy of any such
agreemient.

RESPONS~E

This respondent does not understand the meaning of the term "agreement"' as used
in the above interrogatory. If the term "&agreement" means a written agreement the answer is no.

7. Please identify, each account, loan, line of credit, or other banking activity
the Chenoweth Committee has had %ith West One Bank. For each, please provide the following
information:

a. List the date each account. loan, line of credit, or credit card was opened or
obtained,

b. List the date each account, loan, line of credit. or credit card was closed,
paid off, or canceled; and

c. Provide the terms for each loan or line of credit.

The description of the Chenoweth Committee's accounts contained in West One
Bank Idaho's responses to FEC interrogatories is accurate.

8. Regarding the FEC C-I report signed by Wayne Crow on January 30,
1995, describe any conversations the Chenoweth Committee had with West One Bank regarding
the C- 1. Please identify all individuals associated with the Chenoweth Committee who were
responsible for filling out and'or reviewing the information on the C-I.

The respondent cannot remember any conversation with West One Bank
employees regarding C-I, but does not dispute the description of a short conversation between
Wayne Crow and Jerry Wray. contained in West One Bank Idaho's responses. Wayne Crow was
responsible for filling out and reviewing information on the C-I.
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STATE OF IDAHO
: ss.

County of Ada

Wayne Crow, being first duly sworn, upon oath, deposes and says:

That he has read the foregoing Responses to FEC MUR 4283 and MUR 4402 and
knows the contents thereof and that the same are true as he verily believes.

Wayne Crow

SUBSCRIBED AND SWORN to before me thiis JLday of September, 1996.

C (SEAL)

rotaiyoPubli
Residing at
My Commission Expires: (L; (~. - 7J'i5~'

L

I P.
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NfMI 4283
IM44U2
Helen Cenwth

1. Wi& pud to your baa bmmy wit Wee One Back, pleas promd

the following inmao

a. Stfe the luag* of d=m you hve been a cm aof West One Bm* or its
C) -2 - - in intewsK

b. Pima idmntif cich awtM cedit cud, or ote banking uwafm
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For emdh, pieas provide t&. follwig inwg
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wsM closed~ paid off, or

c. Sut. wo~ you had a bank wmmo in yaw -w with WmK Otw Smnk
on CovunbTr22. 1994 oro10n10bff2A 1995 or bohIfuo plaSs

provid to balance of ech sach awcowo bold in your nun for both dnuE

d. Plm e md desozibe all Umm aIcdn U lne of credt or -y kns

tv yo m ued you have zmsw rmWest One BAat an y cduw
Wadhig insdiution since 1989. in dith a verml capiacity at pmfAnalm
Capaity suw officer of W, ulig Associ, Inc. Pleas Provide copies
of all promissory otCS and all ote unum meni~iizingrte wor or
used io obtaic them. For each such loam. decrbe the collatra wich~ wa

used oo sown it;

e PlaS identfy mci Persan (inchvfts loa offiers, supaivirn.
r I and any ocher perso) ----- A-d with SIM One, Bank with

witm you discused ethe the loan obuaind oc November 23. 1994 cc the
loan obbaied an November 8, 199 Mmd describe the rAwuw of doe
di~scussion:
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C. %-nhmpe iothe low~ I obuaine on vv bN 23, 19 41 quake
' wfth Jemr Wray onovbu 21. 1994. uai with Za Wvay uad Keny Qin onNovembt 23,

IV94. My dienussi with Jery Wray w bi n Wwved the A fcrn a te bu* netdd
fiom mo to mane the lout I explaind to bin dW 6c low wat needed to cover nw aiu il

o frow NWe Spipp mai t w expana of my ts~m into officc, singo I would not zntiwe

70 a psycbuk a a meb of CaVWs Oggl tm Md Of iMiaY ia 199M. MY oCM Wustl with
w. Way owd Kamr Qin an Noimab M 23, 399 w very budei asn hutk wa fiuuled at tha
time. Ms. Quim took m Uvough the loa popm in h nae ad !hsespical to the

With nqpm to the lkmtI oo~d ott NVuzu ,95,1 I d no speak
with anyrne at Wedt Ome Bak MWb I go&u M d Jobn Katnen MY attne. dul tMonY
with Junfy Wray Of W e ans arranuz toe lout

t. (0).00i. The in* o a a providd in West Owe Suk Mdaw's
regpaw to FEC intcrroptoiy 3(e).Q) p -opoin d lo it, nregadin the din da ad mm of
pmmit on the November 199.4 Io, Mppmrw tn he accraft. As far asI know. all of the
payments were timly, and %v emu paid, the km ptincipa down ahead afft payn~ schdule.
Cope of the checks for the payments ma& de x to the refinance W Novemba 1995 aie baing

pr viddwth thes capmne

(in) Initial paymnenta nft the Nnwvmhw 1994 loan iure made wit
comugn contribution. Mhe loan was paid off via te tefirimo aMd ww loaw by West One in
November 1995.

2. With regard to you rlatlonablp with Coamag Aemocawe Inc., plows
provide the flowini A iaidin!

gnubV%vkb iUti vi 6*GAT0utXS AND REQMKTS FOR PROCNfIG4 - ftp 3
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A. For cscb year ftmo 1990 throuhb 1993, p1mm sm Your salaryl and pM's..
describe any wo-salary payments you roccid from Consukig
Amxoiates;

b. List each period from 1990 thrugh 1993 when you did not wrk full tim
an bebialr of Consuldng Associates and stae why you did not w& Wb

ie.

For each month from Januar-y 1. 1994 to the Viewe, pleas stae )Owf

salary reeived from Consulting Associates and pkmm. descrbe any ton-
salay payments you remeved from Consu1i Assciates Ssulm. W%!
number of hours you worked on behaf of Cwltizag Associates an i the
numnber of hours you wurked on campaign rJate activitici ini each such
month.

d. Please describe any formal or informal arrmanget betwecu you ad
Consulting Ascits or between you and Verno Ravamacroft Mhich
gms~A how your Cosutig Asoiae salary or othaw non-saisy paym msi
wre derived . State whether your Msa:)n wa based an the nube of hours
vot; worked for Consultiag Amsoiates. based on a perccagi. of
ConsuIUQg A'ciz xofts or based or some other formula. If your
salary %was bined an somne other formula, please describe that forniula.
Pcam pluvide a copy of any forma arenet or any other doeuniust
dwa relates to the amourt of salu or othe payzens you received hum
Consultina Associates.

e.According to financixJ discloew? forms Moid in your name with the U.S.
Huse ur Rcprmsaituives, you rzaved payets Em Conmiluin
Associats totaling S25.350 in 1992 and 1993. and $23.450 for the period
January 1. 1994 duirogh May 15 of 1994. Please explain why you mee ved
almost the samre mwrxxt of income from Consult=n Associates during the

C ~flrsquaner ofl1994 youreoeaved for all ofl1992 and 1993.

a Please see attached income tax returns for 1990-1993. Non-selary
payamt included bonuses and femuwewas fom business expers. Note that the anowtrs
sua1 by Vein Kawvnscrft in his response to an Idcntica FEC intertogamoy regarding my',90Q.
1993 twco= from Consulting Associates is inaccurate. and appcazn to count bontm pay-meins

twwc% My hontites wewe, inchided in the gross amoinmts listcd by.Mr. Rai'enscroft under
My gross inome from Consulting Associates, including salany and bornus payments, U39s as
folio%.

I WU,

1991:
1 Q97)
1993:-

RESPONSES TO INTZRROGATORIES AND REQU93TS FOR PRODUCTION - Page 3
.oo,96 f.A- 1d3 3d W 6x
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b. This wipoat, dmo W ,c tm r dum man of the tmu "Ma~ tilia
as used ini the above inicivogatry. If te iu "Mu ticne~ mom a fafthour work waeek. the

iwris none. I worked full'tiuas G Comliog Assoimts busiuss fwmn 1990 through 196-3.

c. My mothly IwAucm ftom Conrd Amclims from Januay 1994 to ft
Preset Was as follows:

January 1994:
February 1994:
Mutch 1994:
Apri 1994-
May 1994.
June 1994:
July 1994:
Augut
Sc6ptanber.

I tewived wc solmy or booms paymum hun Coiwltb Auoin A wf
Seeber 1994. 1 received a paym of ap snWiy Mhe C itula 91 soat"s

wsfirnally dissolved and qidad

Wbils it is difficualt w give an c ip da of my ti= *=m on Conmmdes
ncaebu;ines aWdmpam for U&i moth in 1994. 1 semo tM fto icury 1994

th-ro--h Mard 1994, 1 oke poimuy60 bum per week an Cosuing Aumoiate
bses.While capinn vn aad go~id - rom ApM 1994 tfrau July 1 M.,1

aft e Owa: Iworked appnWdmaey 40 huoan pw "a um CumuWt Associone bumx&al. and
S an equal amount of Wum peg Ing n Augua 19K4 beam.. the cop o am. Mfwas

b aomn more heated adi becams Vw Pnvamoft wd I wa wimia down Consilu
Assoiatms I sw itched my forous and wa&ke mm of the urns 4=191mteY SO hov, Per WW116

C, canpaigning. However, I cpai who lttle a: ua time I hod available tie doing &Wna work for
C my mn client at Consultin forc~ b which ultm' I =o osutn Anodazes toe. ved

mny substautial payments. Most of my auu for 1994 *a -aimd. mid1 paid. prior to Au just
of 1094 when Coirtultng Auociin bewa billin the Cbenowvet Commitee for its campipg
financ consung work.

d. The informallou provided In ft. RavawrofM respons to 17EC
intewogatories regarding our ealaoy mnwuient 13 correc We £ftfozinaly determ reod

qa", 1. .ate ,.alsr,q snd hmwe ovw time durin our 16-year busiues relationship, witiout
applyinug a spcrufic farmula. We considered, at vvio utmes al levat factors includint 1'imo
%vd client satisfaction and results achieved. a&W rvenue produced.

C. The suggestion by the FEC's legal stff that I receivr: a
diqmwporimvelwy 1re *Almt for 1994 fmm CA-ulutifn Amciaten ee"~ my cAntpaign
activites later in the year is simply %=4n. Likewise. State Democratlc Party Chirman Ma A's

EMWOI(5LTOM rWTERATOMMK AND R&QUESTS FOR PRODUCTI MPap 4
1&010% f ud~mmOiWWcww mc
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suggestion that I somehow tfineled carnpaiMs ftmd$ to my personal use trougha Consulliwg

Associates llUings to the Ckxoth Cotmmittee is offensive and has absolutcly no basis in fact

I put in a urubetmmtial amount nf time o~n Consultng Asswciane busintis until August of 1594,

%%biile also somehow fin&&n nearly asrmuch time to cmag eveni ngssd weekends Batmi

Consult Associates business and campaigning, it %-a not unusual for my workday to meach

sixteen or eighlteent hours. After dlat point, while I camped more Intensively, I also w~rcod

on fina Consulting Associates business. Most of my pay for 1994 came flrorn services billed and

paid for by July 1994 otrwier, before Cntivilting MAcicI-tes began billing the Ctnoweth

committee for its camnpaign finance corisultinz %wrk which was pedormed principally by Vern

R~avenmmroft. Because we were winding down Consulting Assoiates, other income cm from

colletion of outstanding receivables and extrarnmary on-im payments, such as Ioen

ducribed in Mr. RavenSmtft' responses to FEC iniamegatouies on the samte subject Tlw bonus

paymets! T ccivcd in the first quatr of 1994 wa directy raiste to the UlqWatlo Of

consltin Assoiates' busin and my work during that time. The bonus income cam noiths

before Consulting Assocates bWled and was paid by t h wvdh Committee for its * mPa
finnce consulting work, and have no relaionship whatoever to those blings and paymcnts. In

7 fact. I received no salary or bomm. paymaots from Consulting Associates after Septembe 1994,

duritg d be tinie wthm the Clvunoctb Commrittee was paying for Consultinge Associas sevicr.82

:13. Pleae p ie copies of your federal tax returns for the yeas 1992

through 1995.

The requested returns ame beizw provided with thes respoase.

4. Plems ste whether Consult Associates permitted the Ch=Dw&

C;ommittee, or you in your capacity as canitddate £vr Cuuwress, to use the facilities of Consuilaog

Associates. if so. please provide the followin inormation for each inch faiity:

a The facility used by the Chenoweth Committee

b. Whethr tAW Use Of the facility was Seperui horn COnSuiItind MW'V&4

provided by Conslt Associates;

c. The date the facility was used by the Cbenowath Comznifte,

d The date the Chenoweth Committee was biled ftr the use of the &ctfLity,

* The unount that the Chenwrh Cnmmittae -*a billed for the facility;

f. How the billing amunt was calculatcd;

g. Provide copies of any documentation relatialg to the billing or relaita to

the use of faidities;

TLFSPONSE S TO INTERROGATUM AN U "V4U Lb I S FOR FRODUC1lO0i - PaoS 0
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h. Wheter the amount diargei by Consulting forc~a Ie ws ue of the

facility cotrecsomkd to the usual amount charpd foe tha itcm in t
Commercial market. If so, Pleas provide d0oiion showing tm

amount chargeid was the usual =W charse;

W.hMM was the bill pshG for the Use Of CO Ling AssocaICS" ftcllit 30W

j. UW%0 paid for th. us. of the tfacilitaes

ThIs resondent does not lumloentand the meanin of the tcrm "il-iity" or th

phrac cpumflt from ConUltinj4gsenic*s" ex usd in the abovv ' oi na Ia %.w .

reuofseof Wayne Crow. treasure of 6he Chenoweth Comrtroats, to ianacel FIC

intefvotakrflim and the responses of Vemnn Ravuis:Qt to identical FBC intorrogioflU. , be

information provided in those responses appears to be accurate.

5. pleas. describr. in &Wai &11 goods and wevimi includizig co=Wlh

servioms provided by, Consulting Associalms as a veslor to the Chenoweth Casumitfe, AgdkV 10

f' you in your capacty as candidate for Congress and for each such good or service, plow State:

a. The date on wich it was provided a"i the daoe oc itich it wais blld,;

b. The amo~m that the Oieowcth Conmmittee w= bille for it,

c. The date on which the Chenoweth Committee paid Consulting Aoie

d. P~ovide copies of aay documents rMdaL-a to the billing.

P, 'Fo eac service provided to tIE Cbenweath Comamitte, plans lis' all

Consulting Associates' peronel wbo provided tim service.

S eo the r~~n of Mr Crow and Mr. Raas~ft to iduitkal FEC

interogatortes. The information contained in those responses appemr to be accurate.

6. Stae whether Consuiting Associate exteded credi to clent othcr d=a

the Chenovweth Committee. If so, plase provide the following infctmation

a Vhua was Covnsn Associates' normal practice on providing et~n
of credit to clieni;

b. What was Consuitin AswOcite' stanidard hilin cycle foir suvicc
provided to c~lients-, srn

RESPONSKS TO I,0i LUUA i1UIM AND AIEQUESTS FOR rUODUCTION - Pfe
10/0,*,6 f~zm34ga@\163\0033Ow.O
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U. List Al hataoo betwwea M99 a&ul M9 wlas Cuul~ls Ammwws
extended aeWdt to n=43Qwethc Coumimic client for travel expsns..

Yus. See the response of Wr Ravenswoft wo Liedcal FEX tntenogods. Th

~ifmawbon contained in those tupnsw Wpe= to be accura&

7. State twete amy of CconmIiti. Asw lac, clients, ote than the
Chemnowetb ComnMttee, have tmed the fatcit of Caltin Associawe. If so. Pleawse e:

a. ALl clients who used the facilitie of Consullting MAociates

b. All clients whe av caddam for pdMi offne whe wed tdo &dke of
Consult Anocda.

c. Which faciities were used by chk client; and

d. How much each cllau was cbarpd for each facility used.

Yes. see the ragone of Mr. IAV~A=Ogft to idontwu FEC its -a' o~a Mb

~h~wicoaftd in tbow we iem s com W mect.Wi ID to w- uuwic) M

peiicuw wil the Otmeowe* Cowute wpegd at a diffut rate for scaW ialmvc
dMohe clients ware cbwgpd for incideeta use of 3ec~ietde (iLe, u w£ few hews), the
Ce t Committee was in loo.q red at ---alw A ---ie' Ioffime tued

@i 89UPMU heavily. &Wd paid a pgonft shag. of CmkugAseocielca' wuL Dasasms
off e aiterA of ue involveud, a diffawt -wv 1 w&nt.~dw bAkh Cmuium plid ftr th actual

c*ofd th amcrtanal ervices, wa wuawned. Had the Comalta1 iau its own secsuy to
wwk at Use Consug Associatcs offices th Opa would be imilw lo thet actuay chuPd4
to the Cornmittee by CosligAssociate. Conultng Moimdid ot contribuse mpail or

m~sidseretarial swr i to tw Cwzawit1ee.

8. State whethe the serice povided to the Chemweth Comite by
Vanon Ravezscroft Diana Checowith, and mny othe Consultn Asociates' CMPloyCP, cthe
t*a=you, were provided puruantto an gap meat and provide a copy of any awh agreemnt.

This IVA"nen does not adrotand tdo mning of the te a grast as 'med
in the above itrogatory. If the tenn "agreeawnt" rms a -*itten agree ment. the amsw is no.

.9. Ste wethe ConuLdting Associates provided serwcs to othe, wo.

Ounoiwilt Commnittee client. praat to coultting a -- Lewnte provide gopies of Ai Ixch
wgreeynats entered Inu between 1993 and 1993.

RVW014SZS TO 1NTKRROGATOWL1 AND RXQUZST YOU PIOPUCTOT - Pmw 7
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Ths respondent does M~ MAUndsad ft t=rn "COUIltilg igremiwt" as it is

MW i n the aboVe intaogftazy. If the 1 "Consulting apee"muam a writen agswas

for services, no such apn%1vnr entured into betwom 19M £i4 19"5. Sece wrepomw u(

W. kavemr-oft to an identical FEC italr'gatorY. The infomition owtined in tha tosWns

ap.,to be accuma.

10. Please provide the following imfomation, about Consulting Assoiaew:

A. For the peiW from 1990 to the pret= plsa stat all ownors and

offiws of Consulting Associates Plean denmoihe mry changes doa took

place in the ownerhi or control of Consultin Associates during &Ma

Nb ~b. Please st vih& af any d=m beteen Januay 1, 1993 and the pre cm

Consultig Associate moavvod the ebait S ta% taus uadr the

IwgRemeue Code. If so, pleae provide documentation ham tba

interna Revenue Seivice evidencing tis sub-cluptec S stns;

C. Pleas provide copies of Cansug Associaes' federal tax em
suicMiewutts for tbc yews 1990 to tbr, prewfl

d. Plese identify the oier of the building at 1843 Broadway. Boise, kahe
occupied by Consulting Associate. fron 1993 to 1995 and ewae the

amott of rent paid by Cosuting Associmts;

e. Pleas list all persons employed by Conulating Amciaus front 199) to

1995. other than you. and mwe tht Wlar of wag pad to each in~vdakL

f. Plow sLae wbater You were personally liable for Consulting Associate
rent or any other obligtn between 199 M 1995.

g. Pleae site wibethe Consulting Associates retas its corporae status

under Idaho law. If not, pleas provide the following infomration:

i. When and why Consulting Associates oessed operations:

Hi Ho~w itq w5Bt3 were divided up among its shareholders-. and

iii. List any payments you received in connection with this sht down;

IV. List any debts Consulting Associates owed at the time of the shut

do~wn and sbt tn whm any such debts am owed;

U7I04UFA TO 4 1~h:XUtJA 10 ORJ AND~ RQUULTS FOR PROMMCTON - Pup I
IWM Nf4wu34ga103= o6)biuAw.&c
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v -Who is responsible for any reann 4ebts of Comsuing
Amiscm~ and

vi. Who retains the cowpwa rewca of Consukj~t~ ASoci~m,

h. Who. other than youel ts best able to answer quadoa ahow
Consultig Assoiates' biUs. billing practices, and~'or sernces prvidel to
C hecnts

See thle esponsca of Mr. Ravenscroft to identical FEC inogszor. The
inforwmation containd in thoov respomms a mocwt. Im addition. I received a p~ymevir nf
approxinetev on the final d.issolution of Consultin Associates i 1996.

STATE OF IDAHO

Cotwty of Ada

Helen Cbanowgtb. being Amrs duly uin, upon oath, deposes a=d says:

That she huad e foregoing saa. to FEC MIJR 4213 and MUR 4402
and knois the contnts thmeof and that the min am uw as she verdi' believes.

2,~
Hclai Chenoeth

SUTBSCRIBED AND SWORN to before mie this__ day of Otober. 199t

Notary Public for I daho
Rasiding a___
My Comnmission Expime:

kkbPONSE6 TO MNrMBOXATORLMS AND REQUESTS FOR ?RODUCTTON - Pa9

(SEAL)
Idaho



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of) :i:

) ENFORCEMENT PRIORITY fl3 IJ

GENERAL COUNSEL'S REPORT

The cases listed below have been identified as either stale or of low priority

based upon evaluation under the Enforcement Priority System (BPS). This report is

submitted to recommend that the Commnission no longer pursue these cases.

ON, This is the first Enforcement Priority Report that reflects the impact of the

1996 election cycle cases on the Commission's enforcement workload. We have

identified cases that are stale which are

recommended for dismissal at this time. This is the highest number of cases

identified as stale in a single report, and the highest number of stale cases

recommended for closure at one time, since the inception of EPS in 1993.

C



H.cASECOMNDfED OR CLOLUR

A. Came Not Warranting Further Action Relative to Other Came Pending

Before the Commission

BPS was created to identify pnding case which, due to the lower priority of the

issues raised in the matters relative to others presently pending before the Commission, do

not warrant further expenditure of resources. Central Enforcement Docket (CED) evaluates

each incoming matter using Commission-approved criteria, resulting in a numerical rating

for each case.

Closing such cases permits the Commission to focus its limited resources on more important

cases presently pending before it. Based upon this review, we have identified cases tha

do not warrant further action relative to other pending matters.3 Attachment I to this report

contains summaries of each case, the EPS rating, and the factors leading to assignment of a

low priority and reomnaion not to further pursue the matter.

B. Stale cases

Effective enforcement relies upon the timely pursuit of complaints and referrals to

c ensure compliance with the law. Investigations concerning activity more remote in time

usually require a greater commitment of resources, primarily due to the tact that the evidence

of such activity becomes more difficult to develop as it ages. Focusing investigative efforts

on more recent and more significant activity also has a more positive effect on the electoral

process and the regulated community. In recognition of this fact, EPS provides us with the

3 These cases are: RAD 97L-10 (Citizensfor Randy Bovru);

RAD 917L-16 (Republica" State Cen"tral Conittee of South Dakota); Pre-MUR 347 (Produacrn Lloyds Insurac

Company); Pre-MUR 348 (Peopkes National Bank of Commerce); Pre-MUR 349 (Trump Pfaua); Pre-MUR 350

(Citibank. N.A.); Pre.MUJR 355 (Feingold Senate Committee); MUR 4494 (Georgianna Lincoln);

MUR 4586 (Friends of Zach Wamp); MUR 4590 (Oklahoma Educstion Association); MUR 4600 (San

Diego Police Officems Assoc.); MUR 4612 (Teresa Doggett for Congress); MUR 4615 (Cathsolic Demwmrts for

Christiain Values); MUR 4616 (Amnerican Legislative Exchange Counct)o MUR 4620 (Eastern Connecticut Chamber

of Commerce). MUR 4622 (Teles for Mayor); MUR 4628 (Gutknecht for Congress); MUR 4629 (Janice Sdiakwwsky);

MUR 4636 (IBEW Local SOS); MUR 4637 (Dettman for Congress), MUR 4639 (LArson for Congres); MUR 4641

(Becker for Congress); MUR 4644 (Detroit City Council); MUR 4651 (Mike Ryon); MUR 4653 (Pritzker for

Congress); MUR 4656 (H. Carrolfor Congress); and MUR 4657 (Buchianan for President).



means to identify those cases which, though earning a higher rating when received, remained

unassigned for a significant period due to a lack of staff resources for effective investigation.

The utility of commencing an investigation declines as these cases age. until they reach a

point when activation of a case would not be an efficient use of the Commission's resources.

We have identified cases that have remained on the Central Enforcement Docket

for a sufficient period of time to render them stale. We are recommending the closure of

cases based on staleness.'

6 These cases are: MUR 4283 (Chenoweth forv Congress); MUR 4341 (Juan Sob:z for Congress); MMR 4402 (U.S.
Representatwe Helen (Jvnoweth); MUR 4435 (Lincoln for Congress); MUR 4439 (LiAW); MUR 4442 (LUnnsh for
Ccoagres s); MUR 44-44 (Roberts for Congress); NI UR 4445 (Randy Tate 'for Congress); MfUR 4446 (Clintonore'96
Primary); MIUR 4447 (Random" House, Inc.,); MIUR 4449 (ClinAdmninsirifin); NIUR 4453 (Mike lard for
Congress); MUR 4454 (Ralph Nader); ML'R 4459 (Chncm,.47xre'96); MUR 4474 (Sal vfor Senate); MUR 4477
(B BOO-New, York), MUR 4481 (Diamond Bar Caucus); NIUR 4485 (Perot '92 Pehhton Commifte); MUR 4486
(Bunda for Congress). MUR 4495 (Pennsylvania PA CE for Federal
Elections); ML'R 4496 (Ncrakxod for Congress); MIUR 4497 (Pease cvr Congress); MUR 4510 (Stavenvofor
Congress); MUR 4511 (Ftot Coffin fcr Ccngress); MUR 4514 (Friends fur Franks); MUR 4515 (Clinton Investigative
Commission); MUR 4521 ('. 'MAL 6.30 AM); MfUR 4525 (Senator LArry
Prc-'Sskr); MUR 4527 (P'r2':.zn for Senzat SIC R 4536 (Signature Pr,-rtrt-wts, Inc), MUR 4540 (Tim Iohnson for

M2.NUR 4542 (V-an Fr--; ior Cot: -css), NUR 4352 (Chazrlcs .% Nco 1)MR454(hnBrfo
Co ngrecis). MUR 4556 (1am %ggan.Ki1r aongress);- MLR 4561 (Jiy Hoffmin for Congrrss);

M-UR 4564 (National Republican Congressional Committee); MUR 4567 (DNC
cervices Corp.); MUR 4569 (McGovern Committee); RAD %L-11 (New
I ork Republican County Commnittee); Pre-MUR 3,43 (NRSC); and Pre-MUR 312 (Joseph Denno). The Demio case
involves fundraistig related to former Congresswoman Mary Rose Oalkar's 1992 congressional campaign.
It %% as held as a courtesy to the Department of Justice pending resolution of a parallel criminal matter in the
District Court for the District of Columbia. 1-r. Dem-do recently entered into a plea agreement with the
Department of Justice (on which we were not consulted) in which he agreed, among other thiungs, to waive
the statute of limitations regarding civil %violations of the FECA. Considering the age ot the case and
activitv, the fact that DOJ has not formally referred this matter to us, and the Commission's continuing
resource constraints, dismissal is the appropriate disposition of this matter



We recommend that the Commission exercise its prosecutorial discretion eM direc

closure oftthe cases listed below, effecive November 17, 1997. Closing thes cases as of

this date will permit CED and the Legal Review Team the necessay time to prepare closing

letters and case files for the public record.

III. RECQMMIENDAIN&s

A. Decline to open a MUTR, close the file effective November 17, 1997, and approve

the appropriate letters in the following matters:

RAD 96L- I I Pre-MUR 312 Pre-MUR 349
Pre-MUR 343 Pre-MUR 350

RAD 97L-l10 Pre-MUR 347 Pre-MUR 355
cRAD 97L- 16 Pre-MUR 348



9
B, Take no action. close the file effective November 17. 1997. and approve the appropriate

letters in the following matters:

MUR 4283
MUR 4341
MIUR 4402
MUR 4435
ML'R 4439
MUR 4442
MUR 4444
MUR 4445
MUR 4446
MIJR 4447
,MUR 4449
MNUR 4453
NfUR 4454
ML'R 4459
MUR 4474
MLTR 4477
MUR 4481
MUR 4485
MUR 4486

MUR 4494

Date /

MUR 4495
MUR 4496
MUR 4497
MUR 4510
MILR 4511
MUR 4514
MUR 4515

M UR 4521
MUR 4525
MUR 4527
M UR 4536
ML'R 4540
MUR 4542
MUR 4552
MUR 4554
MUR 4556
M UR 4561

MUR 45%4
MUR 4567

MUR 4569
MUR 4586
MUR 4590
NIUR 4600
MUR 4612
MUR 4615
NIUR 4616
MIUR 4620
MUR 4622
NIUR 4628
MUR 4629
MUR 4636
MIUR 4637
MUR 4639
MIUR 4641
MUR 4644
NIUR 4651
NIUR 4653
NIUR 4656
MUR 4657

/ /

General Counsel
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DEFPORE 2=E FMRAL ELECTION COMSSION

I21 the matter Of

Enforcement Priority
Agenda Document No. 197-77

CIRxmZUI

I, Marjorie W. Roms, recording secretary for the

Federal Election Commission executive session on December 2,

1997, do hereby certify that the Comission took the follow-

ing actions with respect to Agenda Document No. X97-77:

1. Decided by a vote of 5-0 to

A. Decline to open a MUR, close the
file effective December 15, 1997,

C and approve the appropriate letters
in the following matters:

1. RAD 96L-11

3. RAD 97L-10
4. R&D 97L-16
5. Pre-MUR 312
6. Pre-MUR 343

7. Pre-UM 347
S. Pre-MUR 348
9. Pre-MUR 349
10. Pre-MUIR 350
11. Pre-MUR 355

B. Take no action, close the file effective
December 15, 1997, and approve the
appropriate letters in the following
matters:

MUR 4283
KUR 4341
MUR 4402
MUR 4435
MTJR 4439

6.
7.
S.
9.
10.

NUR 4442
NLTR 4444
MUR 4445
MUR 4446
KUR 4447

(continued)
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11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

MUR
NUR
KUR
KUR
KUR
KUR
KU'
KUR
KU'
KU'
KUR
KU'
KU'
KUR
KDX
KU'
KUR
NUR
MUR
NUR
KUR
NUR
NUR
NUR
NUR

4449
4453
4454
4459
4474
4477
4481
4485
4486
4494
4495
4496
4497
4510
4511
4514
4515
4521
4525
4527
4536
4540
4542
4552
4554

36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.

KU'
KU'
NUR
NUR
MU'
NUR
NUR
MU'
NU'
NU'
NUR
NU'
MUR
NUR
MUR
NUR
NUR
NUR
NUR
MU'
MU'
MUR
MU'
NUR

4556
4561.
4564
4567
4569
4586
4590
4600
4612
4615
4616
4620
4622
4628
4629
4636
4637
4639
4641
4644
4651
4653
4656
4657

Page 2

and Thomas voted affirmatively for the decision.

Attest:

)72s~a*a 61~
(IU.Marjorie W. imjn's
S'rotary of the Commission

Date



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

December 15, 1997

Betty H. Richardson, U.S. Attorney
U.S. Department Of Justice
United States Attorney - District of Idaho
Box 32
Boise, Idaho 83707

RE: MUR 4402

Dear Ms, Richardson:

This is in reference to the matter involving U.S. Representative Helen Chenoweth which

'C your office referred to the Federal Election Commission on November 27, 1995. After

considering the circumstances Of the matter, the Commission has determined to exercise its

prosecutorial discretion and to take no action against the respondents.

Accordingly, the Commission closed its tile in this matter on December 15, 1997. This
C' ~matter %0ill1 become a part of the public record within 30 days.

We appreciate your cooperation in helping the Commission meet its enforcement

responsibilities under the Federal Election Campaign Act of 1971, as amended. If you have any

questions, please contact Alva E. Smith on our toll-free telephone number, (800) 424-9530. Our

local telephone number is (202) 219-3400.

Sincerely,

La%%Tence M. Noble

General Counsel

BY Lo is G. Le ee i:r
Associate General Counsel



FEDERAL ELECTION COMMISSION
WASHINCTON. 0C 20403

December 15, 1997

Barry Marcus and Trent Marcus
Marcus, Memck & Montgomery
737 N. Seventh Street
Boise, Idaho 83702

RE:" MUR 4402
Representative Helen Chenoweth; Chenoweth for Congress; and Richard W.
Jackson, CPA, as treasurer

Dear Messrs. Marcus:

On November 29, 1995, the Federal Election Commission notified your clients of a
complaint alleging certain Violations of the Federal Election Campaign Act of 1971, as
amended. A copy of the complaint was enclosed with that notification.

__ After considering the circumstances of this matter, the Commission exercised its
prosecutonal discretion to take no action against your clients. This case was evaluated

obeciely relative to other matters on the Commission's docket. In light of the information
on the record, the relative significance of the case, and the amnt of time that has elapsed, the
Commission determined to close its file in the matter on December 15, 1997.

The confidentiality provisions of 2 U S.C. § 4 37g(a)(12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record
within 30 days, this could occur at any time following certification of the Commission's vote.
If you v'%ish to submit any factual or legal materials to appear on the public record, please do so
as soon as possible. While the file may be placed on the public record prior to receipt of your
additional matenials. any permissible submissions w~ill be added to the public record when
recei % ed

If you have any questions. please contact Alva E. Smith on our toll-free telephone
number. (800)424-9530 Our local telephone number is (202 219-3400.

Sincerely.

F. Andrew Tu/ev
Super% isorNJ/ttonie%
Central Enforcement Docket



FEDERAL ELECTION COMMISSION
WASHINCTON 0DC 20463

December 15, 1997

Arthur L. Herold
Frank M. Northam
Webster, Chamberlain & Bean
1747 Pennsylvania Ave., N.W., Suite 1000
Washington, D.C. 20006

RE -MUR 4402
West One Bank

Dear Messrs. Herold and Northam:

-~ On November 29, 1995, the Federal Election Commission notified your client of an
amended complaint alleging certain violations of the Federal Election Campa~ign Act of 1971,
as amended. A copy of the complaint was enclosed with that notification.

After considering the circumstances of this matter, the Commission exercised its
prosecutorial discretion to take no action against your client. This case was evaluated
objectively relative to other matters on the Commission's docket. In light Of the information
On the record, the relative significance of the case, and the amount of time that has elapsed, the

fi Commission determined to close its file in the matter on December 15, 1997.

The con~fidentiality Provisions of 2 U.S.C. § 437g(a)( 12) no longer appy and this matter
is now public. In addition, although the complete file must be placed on the public record
within 30 days, this could occur at any time folloWing certification of the Commission's vote.
If you %ish to submit arw factual or legal materials to appear on the public record, please do so
as soon as Possible. While the file may be placed on the public record p*rt eep fyu
additional materials. any permissible submissions %%III be added to the public record when
received.

If you have any questions, please contact Alva E Smith on our toll-free telephone
number. (800)024-9530 Our local telephone number is 1 02) 219-3400.

Sincerel%.

F Andre%% Tur y
Super% isorv Attornev
Central Enforcement Docket



FEDERAL ELECTION COMMISSION
WASHINGTON DC 204bi

THIS IS THE END U: M-JR#

DA~TE F1ILJIED

CAMERAMN-
I/I EE

C*ERA No.


