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November 21, 1995

Mr. Lawrence Noble

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

Dear Mr. Noble:

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 Representative Helen Chenoweth
obtained a personal loan from West One Bank in Boise, Idaho. The loan was purportedly given
on Mrs. Chenoweth's signature alone and, initially, was not reported in her required disclosures.
According to news accounts, the loan was ihereafter used for campaign matters and should have
been reported. Apparently, the loan is now being reported and questions have arisen as to
whether the loan was, in fact, an arms length transaction.

My initial review 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. Thus, I am
referring this matter for administrative review under Title 2 US.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,

BETTY H. RICHARDSON
United States Attorney

s ol

WMMDEN

Criminal Chief
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FEDERAL ELECTION COMMISSION

WASHINGTON DO 2dpt

November 29, 1995

Betty H. Richardson, U.S. Attorney

U.S. Department of Justice

United States Attorney - District of Idaho
Box 32

Boise, Idaho 83707

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

Dear Ms. Richardson:

Ths letter is to acknowledge receipt of your letter dated
November 21, 1995, 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
determination.

If you have ang guoltions or additional information, please
90. O

call at (202) 219-3 ur file number for this matter is

Pre-MUR 323.

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

Sincerely,

Lawrence M. Noble
General Counsel

7 Goke—

Lois G. Lerner
Associate General Counsel
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Pre-MUR 323

Date Complaint filed November 21, 1995
Date Pre-MUR received: November 27, 1995
Date Activated: January 26, 1996
Staff Member: Stephan O. Kline

COMPLAINANT: William L. Mauk, Chair
ldaho Democratic Party

REFERRAL: U.S. Department of Justice

RESPONDENTS: Helen Chenoweth
Chenoweth for Congress Committee and
Wayne Crow, as treasurer
West One Bank
Consulting Associates, Inc.
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RELEVANT STATUTES ). 4

a
b

INTERNAL REPORTS CHECKED Disclosure Reponts
FEDERAL AGENCIES CHECKED None
L GENFRATION Ot MATTER

MUR 4283 arose from a complaint received on November 21, 1995 by the
Federal Election Commussion ("Commussion) Wilham L Mauk. Chair of the Idaho
Democratic Party (“Complainant™) alleged that Helen Chenoweth and her campaign
committee. Chenoweth for Congress Commuttee and Wavne Crow, as treasurer,

(“Chenoweth Commuttee™ or “Committee™) and West One Bank violated provisions of




the Federal Election Campaign Act of 1971, 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. Attorney 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
February 12, 1996.
1L FACTUAL AND LEGAL ANALYSIS

A. Law

1. Corporate Contributions

It 1s 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 contnbution 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 anvthing of value. 2 US.C. § 441b(b)(2).




The regulations exclude from the definition of contribution and expenditure
“[a]ny activity which.s specifically permitted by Part 114.” 11 CF.R. § 114.1(a}2)(x).

Activity which is permitted 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.
11 CF.R § 114.9(a)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. 1solated, 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

11 C.F.R. § 114.9(c) provides that: “Any person who uses the facilities of a
corporation or labor organization to produce matenals in connection with a Federal
election is required to reimburse the corporation or labor organization within a
commercially reasonable time for the normal and usual charge for producing such
matenals 1n the commercial market ™ Similarly. persons. other than corporate employees
or stockholders. who use corporate facilities such as telephones or tvpewnters in
connection with federal elections must reimburse the corporation within a reasonable

tume for the normal and usual rental charge 11 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

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

11 C.F.R.§ 100.7(a)(1)iii)B)and 11 C.F.R. § 100.8(a)(1XivXB).'

11 C.F.R. § 116.3(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. 11 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.”

2. Bank Loans

Pursuant to 2 U.S.C. §§ 431(8XBXvii) and 441b(bX2). and
11 C.F.R.§§100.7(bX11)and 100.8(bX 12). a loan by a bank is not a contribution if such
loan 1s made n 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 meets four cntena: 1) 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 repavment. 3) the loan is evidenced by a wnitten instrument; and 4) the

Since the time the activities at 1ssue in this MUR took place, the Commission has
promulgated new regulations on corporate facilitation. These regulations appear at
11 CFR § 114.2(f)




loan is subject to a due date or amortization schedule. 2 U.S.C. § 431(8)(B)(vii) and
11 C.F.R. § 100.7(b)t1).

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 repavment 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. 11 C.F.R. § 100.7(bX 11)1). If these cntena 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 repayvment.

11 C.F.R. § 100.7(b)}11Xi1).

Pursuant to 11 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 authonzed commitiee

3. Reporting Requirements

FECA requires the principal commuttee 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(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(b)(5)(d). The term “person” is defined as “an

individual, partnership. committee, association, corporation, labor organization, or any
other organization or group of persons. . ..~ 2 U.S.C. §431(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-1 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 secunty 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
permitted sources of repayment. The Schedule C-1 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. 11 C.F.R. § 104.3(d). Pursuantto 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 1n excess of any amount necessary to

defray his or her campaign expenditures. 11 C.F.R. § 113.1(e). Pursuant to




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
“personal 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.
11 CF.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. Complaint and Referral

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 Commuittee and Wavne 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 from West
One Bank, which was made without collateral or other secunty 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 commitiee and not as a bank loan from West




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

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 ansen as to whether the loan was, in fact,
an arms length transaction. . .. My initial review indicates that, while the loan was not
reported. 1t 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 senes 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 Chenoweth
for Congress Committee recording a $1.750 loan by Consulting Associates to candidate
Chenoweth which was later repaid with campaign funds. Complainant al-o included a
copy of a FEC report containing a $2,500 disbursement to Consulting Associates labeled
“travel disbursement.” Consulting Associates 1s 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 pavments for rental, phone expenses. office/equipment




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

treasure- 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 compared to
the prior, non-election vear.” |d, at 3. Complainant notes the Committee first declared a
$8.349.11 debt to Consulting Associates in its 1994 vear-end report but that this debt is
labeled “‘consulting pnmary.” Complainant concludes by stating: “All indications from
the available public records are that Ms. Chenoweth was paving herself directly or
indirectly for “consulting” services to her own campaign. By funneling money from her
campaign through Consulting Associates. Inc.. 1t appears that Ms. Chenoweth was able to
launder political contnbutions for her personal gain ™ ]d,

C. Responses

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

Helen Chenoweth and the Chenoweth Commuttee responded to the 1nitial
complaint on December 13, 1995 Counsel contends that the 1994 West One Bank loan
“was not a contribution within the meaning of the FEC laws, as 1t 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 was4n accordance with all applicable laws.” Chenoweth Response at |
(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 1n 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 falsifv or ‘*hide’ the loan. and any errors made in reporting the loan were

harmless mistakes based on a plain reading of the relevant guidelines.” Id.

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 vanous projects from the bank. “Her ability to obtain
a loan of $40.000.00 was nothing new with West One Bank.™ |d, The Chenoweth
Pespondents insist that Ms. Chenoweth's assets “far exceeded what she owed on such a
loan.” noung that she only owed $30.000 on her home which was assessed at $72.000
and 1s presently valued at $91.000. Ms Chenoweth contends that she met her interest
obligations 1in 1995 and the loan was paid off by refinancing and secuning 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.” Id, 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.™
Id.

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 staff . . .
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.” Id,

On February 12, 1996, counsel for Ms. Chenoweth and the Chenoweth
Committee responded to the amended complain(.: Counsel initially notes that the issue

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

previously “asked and answered™ in MUR 4034 " The Chenoweth Respondents contend

that the $2.500 “travel reimbursement”™ to Consulting Associates was “a payment on

account at Consulting Associates. Inc. for services and expenses relating to

The Commuission did not receive a response from Consulting Associates.

In MUR 4034, complainant Bill Mauk. Chair of the 1daho 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
10 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
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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:

September  $506.25 $187.50  $2.400
1994 (75%)"* 11/93-10/94

October $506.25
1994 (75%)

November $600 $949.55 $1.208.42
1994 (90%) (50%)

December  $600 $1.042.02 $1.537.50
1994 (90%) (75%)

January $506.25 i $332
1995 (75%) (15%)

Attachment 4.

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. These sources included prior political chents and current governmental

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

4

The percentage within parentheses allegedly is the portion of the Consulting
Associates’ resources used by the Commuttee in that month. Apparently, Consulting
Associates billed the Chenoweth Commuttee for a percentage of the amount that the
corporation actually paid for the 1tem
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staternents which had been attached to the amended complaint to list Ms. Chenoweth’s
income received from-Consulting Associates. In 1993 she eamed $25,350. In 1994 she
eamned $33.150, $23,450 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.” ]d, at 3.

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

. He

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.

Id. at 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.




According to the response. the two principals of Consulting Associates -- Vern
Ravenscroft and Helea 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.” ]d. at 2. Consulting Assoctates was started in 1979 and began to wind down

in January. 1995.° Counsel contends 1t 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.

< 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. West One Bank Response at 1, (January 18, 1995). Prior to
receiving the 1994 bank loan from West One Bank. Ms. Chenoweth had been a customer
of West One Bank for five vears. Dunng that period she maintained an account with the
bank. took out two loans, and had a line of credit. “"Her pavment history as to those loans

and the line of credit had been excellent ™ ]1d.

According to counsel. Consulting Associates. Inc. is no longer an operating
business and counsel believes that 1t 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.
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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.” 1d, at 2. The bank admuts that this loan

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

Chenoweth had been clected 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,”
id.. to receive a $40.400 unsecured loan (including $400 for the bank’s loan fee) at a
variable interest rate. initially at 10%.

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.” |d, 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 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.™ ]d, at 2-3. Until the loan became
the subject of media coverage in the fall of 1995, the bank was unaware of anv 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 Ms. Chenoweth took steps to

rectify 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 proceeds from that loan were used to retire the

November 23, 1994 loan. . . . The new loan that West One Bank issued to

Ms. Chenoweth on November 8, 1995 is fully collateralized and was

subjected to the bank's normal and routine process for the granting of such

loans.
Id. a1 3 The bank contends that the new loan is in full compliance with the requirements
of I1 CFR §100.7(bX11) The bank also submitted certain documents relating to the
1994 and 1995 loans.

D.  Analysis

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 cnitena. The 1994 Chenoweth loan met two of the four
criteria in that it was evidenced by a wnitten 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 repavment cniterion nor bore the usual and customary interest rate of the
lending insuitution for the category of loan involved. 11 C.F.R. §§ 100.7(b)11) and
100.8(bX12) Although Helen Chenoweth applied for these loans in her own name, she
received them as an agent of the Chenoweth Committee pursuant to 11 C.F.R. § 101 2(a).

With respect to the assurance of repayvment cnterion, the bank did not receive

cither of the two altermative sources of repayment which automatically satisfy the

assurance of repavment critenon as reflected in 11 C.F.R. § 100.7(b)(11)1) -- it did not

have a perfected secunty interest in collateral. the fair market value of which was greater

than or equal to $40.000. and there was no wnitten agreement signed by the candidate or
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her committee pledging future receipts.® Nor does the totality of the circumstances in this

situation indicate thatthe loan was made on a basis which assured repayment.
11 C.F.R. § 100.7(b)(1 1 Xi1).

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 11 C.F.R. § 100.7(b)11) except.
possibly, the requirement that the loan be *made on a basis which assures repayment’,
since the loan was unsecured.” |d, 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 memorandum recommending approval of the ioan noted that Ms. Chenoweth has
good repavment ability. good credit. limited debt. and a sure job for two vears
(Attachment 1 at 2) -- these factors do not satisv the assurance of repayment criterion.
In addition. 1t is not even clear that the bank memorandum supporting approval of the

loan was accurate in staung that Ms. Chenoweth had good credit in 1994. Although the

¢

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 11 C.F.R § 100 7(b) 11X1)B) and was not a basis to assure
repavment, in particular because the Chenoweth Committee already had significant
outstanding debts at the time this loan was made




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 clection 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.” ]d, at 11. 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. Id. at 3.”

v

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 |daho 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
Idaho Statesman 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 “[w]hen I filled out my application with Jovce Brewer, manager of the
Statehouse branch. she said the "general rule’ for unsecured loans i1s 10 percent of a
borrower’s assets. . . . She also said the 10 percent rule is flexible.” Attachment 2 at 2
and 4. This Office will gather additional information about this issue during its
investigation.
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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 pnme, initially at 10%. The 1995 loan was for $30.400 loaned at a fixed rate
0f 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-1 and accompanying loan document relating to the

’ 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 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 pnme) and would have charged 12.5%
interest on a $40.000 unsecured loan (4.25% above pnme). 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% (vanable 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 pnme for an unsecured adjustable rate loan. Although not determinative of the
interest criterion for the 1994 and 1995 loans. 1t appears that at present an unsecured loan
with an interest rate of 1.5% over pnime and a secured loan with an interest rate of .92%
over pnme would not satisfy that criterion. In discovery, this Office intends to elicit
West One Bank's practices regarding interest rates at the time these loans were made.




1995 loan. counsel for the Chenoweth Committee states that West One Bank has “taken a
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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 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 FECAs requirements governing loans to candidates and committees.
Ms. Chenoweth sought the oniginal 1994 loan to pay off debts accrued by her committee
and she received the loan as an agent of the Chenoweth Committee pursuant to
11 C.F.R. § 10].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-1 centifving that the 1995 loan was made

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

i %}
the ordinary course of business

v

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 nosthe 1995 loan was made in the ordinary course of business. '

Accordingly, this Office recommends that the Commission find reason to believe that
West One Bank violated 2 U.S.C. § 441b for making contnibutions in connection with an
election to federal office This Office also recommends that the Commission find reason
1o believe that the Chenoweth for Congress Committee and Wayne Crow, as treasurer,
violated 2 U.S.C. § 441b 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. § 441b 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.

= Counsel for the Chenoweth Respondents states that he “inquired of a non-lawyer
on the FEC staff and posed the question regarding the same scenanio 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 bore
the customary interest rate.” Chenoweth Response at 2. This Office contacted the FEC's
Public Information Division and spoke with 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 1ssue of collateral specifically came up they would have
referred the caller to the two specific methods of satisfying the requirementat 1} C.F.R. §
100.7(b) 11)Xi) and that the Commussion would examine the assurance of repayment issue
on a case-by-case basis if the means of assunng 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 without 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 thatthere 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 11 months on three separate
reports -- the 30 Day Post-General Election Report, the 1994 Year End Repon, 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 contrary 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 authonzed committee. 11 C.F.R. § 101.2(a).

Although on February 2. 1995 the campaign did submit a Schedule C-1 form
concemning this loan and attached the 1994 promissory note indicating that West One
Bank was the lender. even this form was not s''bmitted until almost two months after it
was due. Further, a crucial portion of the C-1 stating -- “if neither of the types of
collateral descnibed above was pledged for this loan. or if the amount pledged does not
cqual or exceed the loan amount. state the basis upon which this loan was made and the
basis on which it assures repayment” -- was not filled out. Finally, since a committee

need only file a C-1 one ime and since the Schedule C's on the next two reports
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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-1 was
filed.

The Committee appears to have correctly reported the 1995 Chenoweth loan. but
it has failed to submut the Schedule C-1 form wath its required documentation and
centification 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 11 C.F.R. § 104.2(dX1)
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.'" Although the misstatement of the interest rate and correct loan

Counsel for the Chenoweth Committee now states that because he cannot obtain a
signed C-1 from West One Bank. he 1s “directing the campaign to amend pnor reports
with regard to this loan. and show 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-1 is implicated in MUR 4283, and the Commuission 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 Commuttee’s Apnl 23, 1996 Letter (May 9, 1996)

- The Chenoweth Commuttee 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 initally. was 10.00% The loan amount actualiy 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 1t as a $40,000 loan. In its 1994 Year End Repont,
the Chenoweth Committee first reported a debt owed to Consulting Associates of
$8.349.11 which was descnibed as “consulting pnmany:.” the Committee made a $2.500




amount is minor, the misreporting of the source of the loan and the absence of collateral
is clearly not harmless. Accordingly. this Office recommends that the Commission find
reason to believe that the Chenoweth for Congress Committee and Wayne Crow, as
treasurer, violated 2 US.C. § 434(bYand 11 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.” - $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. Id. at 3. The Reports Analysis Division wrote to the Committee and explained that
corporate contributions are prohibited under FECA and requested clarification. ]d, 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 1 regret the error.™

Id. 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 Commussion find reason to believe that Consulting

Associates Inc. violated 2 U.S.C. § 441b for making $1.750 in contnibutions to

pavment on this debt dunng this reporting penod  The Committee apparently failed to
timely report this debt since the pnman 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 Consulung Associates entries did not match from one report to
another. After subsequent amendments in Apnil 1996. these entnes still appear to be
incorrect

" Although we have no information suggesting that Consulting Associates. Inc. 1s 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. § 441b by accepting $1,750 in contributions
from Consulting Associates.

4. Consulting Associates Expenditures

The Chenoweth Committee may have received other corporate contributions from
Consulting Associates stemming from the fact that the campaign used Consulting
Associates’ facilities. Information received to date indicates that the Committee mayv 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 purposes of some of its transactions with Consulting Associates.

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

Chenoweth Committee made numerous disbursements to Consulting Associates, a firm

partially owned by Helen Chenoweth.' The Committee reported miscellaneous

expenditures which it identified as follows:

PURPOSE DATE AMOUNT
Office/Equipment Rental 8/12/94 $2.255.00
Phone Expense 92094 $646.37
Rental 12/1/94 $3.157.97
Rental 12722794 $3.579.52
Travel 12/29°94 $2.500.00
Total: $12,138.86

In addition, the campaign made more than $23.000 in disbursements to Consulting

Associates for which the stated purpose was “consulting fees™:

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
11/72/94 $675.00
11/4/94 $1.500.00
11716/94 $1.000.00
11/23/94 $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: $23,865.49

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 disbursements. Those records are summarized as follows:

“Keptember $506.25 $782 $187.50 $2.400 $3.875.75
41994

October $506.25 $782 $187.50 $1.475.75
1994

“November $600 $949.55 $200 $200 $1,208.42 $3.157.97
1994

:\Detember $600 $1.042.02 $200 $200 $1,537.50 $3.579.52
1994

January $506.25 $332 $6.75 $100 $332 $1.277
1995

TOTAL $2,718.7§ $3,887.57 $781.78  $2,900 $3,077.92
Total, 9/94 - 1/95 = $13,365.99

See Attachment 4.
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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
Vemon 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
“rental,” 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. . . . Chenoweth Response at | (February 12, 1996). The

apparent erroneous statements of purpose for these disbursements made by the
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Committee to Consulting Associates at least appear to be violations of
2U.S.C. § 434(bX4)—

Since respondents have not provided us with all the bills, it is also unclear the
extent to which Consulting Associates was 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 Commuittee’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."* 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 $2.400 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 dishursement is listed

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

In addition, in instances when Ms. Chenoweth as a stockholder in Consulting
Associates personally made more than occasional, i1solated, or incidental use of
Consulting Associates’ facilities. she was required to personally reimburse Consulting
Associates within a commercially reasonable ime for the normal and usual rental charge.
11 C.FR §114.9a)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. § 441b
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 | spent approximately 80% of my total work hours on campaign
related efforts. For our i~ nrds we certainly can justify at least a 75% charge to the
campaign: 132 hours @ $5.50 an hour for a total of $726.00.” Attachment 4 at 6.

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 emplovees. Therefore. this section cannot be read as
supporting or authorizing . . . 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.”

In the absence of evidence that Consulting Associates extended credit for, or even
provided. receptionist services or travel services 1o its customers in the ordinary course of
its business. the provisions of 11 C.F.R. § 116.3 would not apply. As there is no

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

ie

Under new regulations to appear at 11 C F.R. § 114.2(f). a corporation which is
not in the business of providing secretanal 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.




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

may have been corposate contributions totaling $6.387.57, in violation of

2USC. §441b.

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 441b against the Committee and 441b 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
dunng the campaign. Complainant also notes that Ms. Chenoweth faced hotly contested
pnmary and general elections in May and November 1994, both requiring virtually full-
time commitments from the candidate. however. Ms. Chenoweth salary 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 US.C § 441 (9). but that discretion is not unfettered. The

candidate may not convert excess campaign funds to personal use. The Commuission 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-]
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 pay 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 was generated from political clients, and it is unclear whether
any of these payments were actally for consulting in relationship to a campaign for
public office. According to vanious 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. 1t appears that Consulting Associates previously had
done little or any consulting on behalf of political candidates. but the company received

more than $35.000 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 ume she became a candidate that may have placed her at some financial nsk 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 vanous *iolations discussed in complaint may meet

the knowing and willful standard contained within FECA.'® There is insufficient

Cf. AO 95-8 and Commissioner Potter’s concurming opinion which notes the
correlation between contribution limitations and personal use limitations in property
owned by the candidate. “The standard established by this Opinion requires the candidate
to receive exactly 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 pavment below market rate would result in a repontable (and
limited by law) in-kind contribution to the campaign from the candidate and his spouse.™
- The Act addresses violations of law that are knowing and willful. See
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evidence at this time to warrant knowing and willful findings against Helen Chenoweth,
the Chenoweth Committee, Consulting Associates. and West One Bank.
. DISCOVERY

It appears that further investigation is warranted in this matter to fully assess the
facts and circumstances surrounding what appear to be cerporate 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 Ms. Chenoweth’s financial records; these are the
questions appearing in Attachment 6 at pages 17-22. Ms. Chenoweth would then be

entitled to file suit to prevent the Commission’s access to those records. Ms. Chenoweth

2US.C. §§437p(aX5SKC)and 437g(d). The phrase “knowing and willful” indicates that
“actions [were] taken with full knowledge of all the facts and a recognition that the action
1s prohibited by law.™ 122 Cong. Rec. H3778 (daily ed. May 3. 1976).

The knowing and willful standard requires knowledge that one is violating the
law. EEC v, John A, Dramesi for Congress Commutice. 640 F. Supp. 985 (D.N.J. 1986)
A knowing and willful violation may be established by proof that the defendant acted
deliberately and with knowledge that the representation was false.”™ Umnited States v.
Hopkins. 916 F.2d 207, 214 (Sth Cir 1990). An inference of a knowing and willful
violation may be drawn “from the defendants’ elaborate scheme for disguising™ their
acuons and that they “deliberately conveved information they knew to be false to the
Federal Election Commission ™ ]d, at 214-13
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is not entitled to this process regarding the questions in Attachment 6 at pages 23-28.
Those questions seek—information 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.

1Iv. RECOMMENDATIONS
1. Open a MUR in Pre-MUR 323.

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.

Find reason to believe that Chenoweth for Congress Committee and
Wayne Crow, as treasurer, violated 2 U.S.C. § 434(b) and
11 CF.R. §104.3.

Find reason to believe that Helen Chenoweth; and Chenoweth for
Congress Committee and Wayne Crow, as treasurer, violated
2US.C §439a

Approve the appropnate letters, attached Factual and Legal Analyses, and
attached Subpoenas for the Production of Documents and Answers to
Interrogatones.

ALY T2 Jtolle (57D )

Lawrence M. Noble
General Counsel




FEDERAL ELECTION COMMISSION

WASHINGCTON DO e !

LAWRENCE M. NOBLE
GENERAL COUNSEL -~

FROM: MARJORIE W. EMMONS/BONNIE J. ROSS J.,(,
COMMISSION SECRETARY R4

DATE: JUNE 17, 1996

SUBJECT: MUR 4283/PRE-MUR 323 - FIRST GENERAL COUNSEL'S
— REPORT DATED JUNE 10, 1996.

The above-captioned document was circulated to the Commuission
on. Tuesday, June 11, 1996 at 4:00

Objection(s) have been received from the Commissioner(s) as
indicated by the name(s) checked below-

Commussioner Aikens
Commussioner Elliott
Commuissioner McDonald
Commussioner McGarry
Commissioner Potter
Commussioner Thomas XXX

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

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




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Helen Chenoweth; NUR 4283 /Pre-NUR
Chenoweth for Congress Committee 323 ry
and Wayne Crow, as treasurer;

West One Bank;
Consulting Associates, Inc.

CERTIPICATION

I, Marjorie W. Emmons, recording secretary for the Federal
Election Commission executive session on June 25, 1996, do
hereby certify that the Commission decided by a vote of 4-0

to take the following actions in MUR 4283 /Pre-MUR 323:

Open a MUR in Pre-MUR 323. ‘\’\‘&\\l - 4 C VZ__

Pind 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.

FPind reason to believe that Chenoweth for
Congress Committee and Wayne Crow, as
treasurer, violated 2 U.S.C. § 434(b) and
i CAFUR. § 1083 .

(continued)




Federal Election Commission
Certification for MUR 4283/
Pre-MUR 3213

June 25, 1996

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

Approve the appropriate letters, the
appropriate Pactual 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 amendment of the
subpoena to West One Bank as agreed during
the meeting discussion.

Commissioners Aikens, Elliott, McGarry, and Thomas
voted affirmatively for the decision; Commissioner
McDonald was not present.

Attest:

L-24- 8¢ ot TR

Date lyhrjorie W. Emmons
Secrdafary of the Commission




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

June 28, 1996

Arthur L. Herold

Frank M. Northam

Webster, Chamberlain & Bean
1747 Pennsylvania Avenue, N.W.
Suite 1000

Washington, D.C. 20008

MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

1 2 ed Y 2
o 1

On November 29, 1995 the Federal Election Commission notified your client, West One

Bank. of an amended complaint alleging violations of certain sections of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the amended complaint was
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 Commission's finding, is attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office along with answers to the enclosed questions marked “No RFPA information,”
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.

Celebrating the Commussion’s 20th Anniversany

YESTERDAY, TODAY AND TOMORROW
DEDICATED TO KEEPING THE PUBLIC INFORMED




Mr. Herold and Mr. N.am .

Page 2

The questions which do pot contain the “No RFPA information™ 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 will notify you that
it has complied with the Right to Financial Privacy Act. In the absence of judicial 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. Se¢e 12 U.S.C. §§ 3405 and 3411.

If you are interested in pursuing pre-probable cause conciliation, you should so request in
writing. See 11 C.F.R. § 111.18(d). Upon receipt of the request, the Office of the General
Counsel will make recommendations to the Commission 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 made in
writing at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily will not give extensions
beyond 20 days.

This matter will remain confidential in accordance with 2 U.S.C. §§ 437g(a)4XB) and
437g(a) 12X A) unless you notify the Commission in writing that you wish 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
Chairman

Enclosures
Questions (2 sets)
Factual and Legal Analysis




No RFPA Information .
MUR 4243/MUR 4402

BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of ) MUR 4283

) MUR 4402

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

West One Bank
¢/o Arthur L. Herold

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

Pursuant to 2 U.S.C. § 437d(a)X1) and (3), and in furtherance of its investigation in the

above-captioned matter, the Federal Election Commission hereby orders you to submit written
answers to the questions attached to this Order and subpoenas you to produce the documents
requested on the attachment to this Subpoena. Legible copies which, where applicable, show
both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the
General Counsel, Federal Election Commission, 999 E Street, N.W., Washington, D.C. 20463,

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




No RFPA information .
West One Bank

Page 2

WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her

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

For the Commission,

J,mW

Fee ‘Ann Elliott
Chairman

Marj W. Emmons
Secretary to the Commission

Attachments
Questions and Document Requests




No RFPA Information .
West One Bank
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INSTRUCTIONS

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

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

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

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

"+ unanswered portiott dnd detailing what vou did in dternpeing to secure the unknowr Wennadon.

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 pnvilege 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 contirithing by~ -
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.




No RFPA Information . .

West One Bank
Page 4

DEFINITIONS

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

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

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

“Document” shall mean the original and all non-identical copies, including drafts, of all
papers and records of every type in your possession, custody, or control, or known by you to
exist. The term document inclodes, but is not limited to books, letters, contracts, notes, diaries,
log sheets, records of telephone communications, transcripts, vouchers, accounting statemerts,
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 pnnt-outs and all
other writings and other data compilations from which information can be obtatved. "

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

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

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




No RFPA Information . .

West One Bank
Page S

BEFORE THE FEDERAL ELECTION COMMISSION

INTERROGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
West One Bank

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

3 Please state the usual Jength of time between an initial loan application and final
disbursement of loan funds for both an unsecured loan and & 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 prime lending rate. Shaéred

4. Please state the number of personal loans made by West One Bank in 1994 and
1995 which were either not secured or were secured only with a promissory note, and provide the
following 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; and

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

5. Please 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 number of loans made which bore a fixed interest rate that was |
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 Information . .

West One Bank
Page 6

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 more than 10 percent of a borrower's
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 guidelines memorializing this policy or procedure.

8. 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 installment payments of
principle. Please state the numbers of unsecured personal loans made by West One Bank from
1994 to 1996 where the borrower repaid with installment payments and where the borrower
repaid with a single balloon payment. If West One Bank has a formal policy relating to this
issue, please provide a copy of it

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 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-1 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-1 on behalf of West One Bank;

b. Describe any conversations West One Bank had with the Chenoweth
Committee regarding the C-1; 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.




BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of ) MUR 4283
) MUR 4402
SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

West One Bank
c/o Arthur L. Herold
and Frank M. Northam

Webster, Chamberlain & Bean

1747 Pennsylvania Avenue, N.W.

Washington, D.C. 20006

Pursuant to 2 U.S.C. § 437d(a)(1) and (3), and in furtherance of its investigation in the
above-captioned matter, the Federal Election Commission hereby orders you to submit written
answers to the questions attached to this Order and subpoenas you to produce the documents
requested on the attachment to this Subpoena. Legible copies which, where applicable, show
both sides of the documents may be substituted for originals.

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

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

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




WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her

hand in Washington, D.C. on this gfé’a)y of June, 1996.

For the Commission,

\//I / \f//
2Ll LwA (gl
—{ee Ann Elliott
Chairman

fat vou dad i 0oy 1 o noanswerad pominnmed

Questions and Document Requests
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INSTRUCTIONS

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

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

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

If you cannot answer the following interrogatories in full after exercising due diligence to
secure the full information to do so, answer to the extent possible and indicate your inability to
answer the remainder, stating whatever information or knowledge you have concerning the
unanswered portionrand detailing what you did in atempting to secure the unitrown INARERMIIN" 27 © 1=

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 followhig imetrogatories and requests for production of documents are continuing in
nature so as 1o require you to file supplementary responses or amendments during the course of
this investigation if you obtain further or different information prior to or during the pendency of
this matter. Include in any supplemental answers the date upon which and the manner in which
such further or different information came to your attention.
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DEFINITIONS

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

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

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

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

"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 néf a natural pefson, provide the legal and trade
names, the address and telephone number, and the full names of both the chief executive officer
and the agent designated to receive service of process for such person.

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




BEFORE THE FEDERAL ELECTION COMMISSION

INTERROGATORIES AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
West One Bank

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 a
loan or line of credit) that Ms. Chenoweth has had with West One Bank. For

i. List the date each account, 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.

¢. 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
batance of each such account held in Ms. Chenoweth’s name for both dates; and

d. Please list and describe all loans (including a line of credit or any loans that
Ms. Chenoweth guaranteed) Ms. Chenoweth has received from 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.




West One Bank . .

Page 6

v Relating to the November 8, 1995 bank loan 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 statement 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 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, please provide the following information:

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

b. Describe in detail the specific task performed by each person identified in
Interrogatory 3(a);

c. State the basis upon which approval was granted,

d. State the date approval was granted for the $40,000 loan and provide any
documentation memorializing that approval,;

e. Please 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,
supervisors, managers, and any other person) who worked on or approved the loan that
Ms. Chenoweth obtained from West One Bank on November 8, 1995.

5. Is there a general rule in the banking industry for making unsecured l64ns so that a
bank would only make such a loan if it were equal to no more than 10 percent of a borrower’s
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.




FEDERAL ELECTION COMMISSION
FACTUAL 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 21, 1995. This matter was also generated based on information
ascertained by the Commission in the normal course of carrying out its supervisory
responsibilities. See 2 U.S.C. § 437g(a)X!). 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 Committee™ or

“Committee™) and West One Bank violated provisions of the Federal Election Campaign Act of
1971, 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.
1L FACTUAL AND LEGAL ANALYSIS

A. Law

1. Corporate 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(b)2).




2. Bank Loans

Pursuant to 2 U.S.C. §§ 431(8XBX vii) and 441b(b)2), and
11 C.F.R. §§ 100.7(b)11) and 100.8(b)(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

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

institution for thecategory 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(8)B)vii) and 11 C.F.R. § 100.7(b)X11).

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 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, 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. 11 C.F.R. § 100.7(bX11Xi). 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.

11 C.F.R. § 100.7(bX 1 1)i1).




Pursuant to 11 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 Requiremeats

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-1 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 permitted sources of repayment. The Schedule C-1 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. 11 C.F.R. § 104.3(d). Pursuant to
2US.C. § 434(b)4), a committee must also report all disbursements made during the reporting
period.

B. Complaint

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




8 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-
quarter percent. This information in the initial complaint was also separately ascertained by the
Commission in the normal course of carrying out its supervisory responsibilities.

3 Response

West One Bank responded te the complaint on January 18, 1996. TheSenk ‘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 thortgage on her residefice. West One Bank Responise at 1,

(January 18, 1995). Prior to receiving the 1994 bank loan from West One Bank, Ms. Chenoweth
had been a customer of West 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.”

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.” 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. Afler 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,™ to receive a $40,400 unsecured loan

(including $400 for the bank's loan fee) at a variable interest rate, initially at 10%.

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.” 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 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.” Until the loan became the subject of media covetage in the fall of 1995, thé Hank Wwas
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 Ms. Chenoweth took steps to rectify
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
proceeds from that loan were used to retire the November 23, 1994 loan...., The
new loan that West One Bank issued to Ms. Chenoweth on November 8, 1995 is
fully collateralized and was subjected to the bank’s normal and routine process for
the granting of such loans.

The bank contends that the new loan is in full compliance with the requirements of 11 C.F.R. §

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




D. Analyais

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. 11
C.FR. §§ 100.7(b)X11) and 100.8(b)12). Although Helen Chenoweth applied for these loans in
her own name, she received them as an agent of the Chenoweth Committee pursuant to
11 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 11 C.F.R. § 100.7(b)11Xi) -- 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

does the totality of the circumstances in this situation indicate that the loan was made on a basis
which assured repayment. 11 C.F.R. § 100.7(b)(11)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

’ 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 11 C.F.R. § 100.7(bX11XiXB) 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.




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 11 C.F.R. § 100.7(b)(11) except, possibly, the requirement that the loan be
‘made on a basis which assures repayment’, since the loan was unsecured.” Id. 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
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 H&f ‘
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 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 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.’

Other evidence that the 1994 loan may not satisfy the assurance of repayment criterion
anses 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 appeanng in the ldaho 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 Idaho Statesman 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_ :ts president, notes that
“[w]hen I filled out my application with Jovce 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 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




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
€-1 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 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 11 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-1

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.




» o ®

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.

Accordingly, there is reason to believe that West One Bank violated

2 U.S.C. § 441b for making contributions in connection with an election to federal office.

L]

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 scems 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.




FEDERAL ELECTION COMMISSION

WASHINGTON DO 20463

June 28, 1996

John C. Keenan, Esq.
Goicoechea Law Offices
P.O. Box 340

Nampa, Idaho 83653

MUR 4283 and MUR 4402

The Honorable Helen P. Chenoweth

Chenoweth for Congress Committee
and Wayne Crow, as treasurer

Dear Mr. Keenan:

On November 29, 1995, the Federal Election Commission notified your clients,
Representative Helen P. Chenoweth and the Chenoweth for Congress Committee and Wayne
Crow, as treasurer, (“Chenoweth Committee”™) of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 1971, as amended ("the Act"). A copy of the
complaint was forwarded to your 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
Representative Chenoweth violated 2 U.S.C. § 441b and the Chenoweth Committee violated
2U.S.C. §§ 434(b)and 441band 11 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, are attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office along with answers to the enclosed questions 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.
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Mr. Keenan . '

Page 2

If you are interested in pursuing pre-probable cause conciliation, you should so request in
writing. See 11 C.F.R. § 111.18(d). Upon receipt of the request, the Office of the General
Counsel will make recommendations to the Commission 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 made in
writing at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily will not give extensions
beyond 20 days.

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

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

Sincerely,

~p o sl

N’ \
Lee Ann Elliott
Chairman

Enclosures
Questions
Factual and Legal Analyses




BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of ) MUR 4283

) MUR 4402

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

The Honorable Helen Chenoweth
c¢/o John C. Keenan, Esq.
Goicoechea Law Offices

P.O. Box 340

Nampa, Idaho 83653

Pursuant 10 2 U.S.C. § 437d(a)1) and (3), and in furtherance of its investigation in the

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

answers to the questions attached to this Order and subpoenas you to produce the documents
requested on the attachment to this Subpoena. Legible copies which, where applicable, show
both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the
General Counsel, Federal Election Commission, 999 E Street, N.W., Washington, D.C. 20463,

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




WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her

hand in Washington, D.C. on this £7~ day of June, 1996.

For the Commission,

5 éw U,
./
“A ee Ann Elliott
Chairman

Mar; W. Emmons
Secretary to the Commission

Attachments
Questions and Document Requests
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INSTRUCTIONS

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

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

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

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

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

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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DEFINITIONS

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

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

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

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

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

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

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and 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
Helen Chenoweth

1. With regard to your banking history with West One Bank, please provide the
following information:

a. State the length of time you have been a customer of West One Bank or its
predecessors 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:

i. List the date each account, credit card, or other banking transaction was
opened, obtained, or took place; and

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

¢. 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, please provide
the balance of each such account held in your name for both dates;

d. Please 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. Please provide the following information relating to the 1994 loan with West
One Bank:

i. Please list the dates on which loan payments for the 1994 loan were
due;

ii. Please provide copies of checks (front and rear) used to pay interest
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., please provide
the following information:

a. For each year from 1990 through 1993, please state your salary and please
describe any non-salary payments you received from Consulting Associates;

b. List each period from 1990 through 1993 when you did not work 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 salary
received from Consulting Associates and please describe any non-salary payments

you received from 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. Please describe any formal or informal arrangement between you and
Consulting Associates, or between you and Vernon Ravenscroft, which states how
your Consulting Associates salary or other non-salary payments were denived.
State whether your salary was based on the number of hours you worked for
Consulting Associates, based on a percentage of Consulting Associates’ profits, or
based on some other formula. If your salary was based on some other formula,
please describe that formula. Please provide a copy of any formal agreement, 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.

Please provide copies of your federal tax returns for the years 1992 through 1995.
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4. Please state whether Consulting Associates permitted the Chenoweth Committee,
or you in your capacity as candidate for Congress, to use the facilities of Consulting Associates.
If s0, 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 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.

5. Please describe in detail all goods and services, including consulting services,
provided by Consulting Associates, as a vendor to the Chenoweth Committee, and/or to you in
your capacity as candidate for Congress and for each such good or service, please 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;
¢. 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, please 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
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 amount 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 retains its corporate status 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;

iv. List any debts Consulting Associates owed at the time of the shut
down and state to whom any such debts are owed,;

v. Who 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.




BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of ) MUR 4283

) MUR 4402

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

Chenoweth for Congress Committee and
Wayne Crow, as treasurer

c/o John C. Keenan, Esq.

Goicoechea Law Offices

P.O. Box 340

Nampa, Idaho 83653

Pursuant to 2 U.S.C. § 437d(a)1) and (3), and in furtherance of its investigation in the

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

answers to the questions attached to this Order and subpoenas you to produce the documents
requested on the attachment to this Subpoena. Legible copies which, where applicable, show
both sides of the documents may be substituted for originals.

Such answers must be submitted under oath and must be forwarded to the Office of the
General Counsel, Federal Election Commission, 999 E Street, N.W., Washington, D.C. 20463,

along with the requested documents within 30 days of receipt of this Order and Subpoena.
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WHEREFORE, the Chairman of the Federal Election Commission has hereunto set her
-

hand in Washington, D.C. on this ﬁ}/day of June, 1996.

For the Commission,

e Lo
Zee /7%
“~T ee Ann Elliott
Chairman

ATTEST:

Mo W
Maxjon'; P Emmons
to the Commission

Attachments
Questions and Document Requests
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INSTRUCTIONS

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

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

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

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

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

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

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

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

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

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

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

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

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

"And" as well as "or" shall be construed disjunctively or conjunctively as necessary to
bring within the scope of these interrogatories and 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

k. 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.

r 3 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, please separately describe
what is included within the terms “rental” and “consulting.” Identify the individuals responsible
for deciding how to describe the purpose of the disbursements to Consulting associates on FEC

reports.

3. Please state whether Consulting Associates permitted the Chenoweth Committee
1o use the facilities of Consulting Associates. If so. please provide the following information for
cach 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;

the date the facility was used by the Chenoweth Committee;

the date the Chenoweth Committee was billed for the use of the facility;
the amount that the Chenoweth Committee was billed for the facility;
how the billing amount was calculated,

Provide copies of any documentation relating to the billing or relating to
the use of facilities;

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;

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,

provided by Consulting Associates to the Chenoweth Committee, and for each such good or
service, please 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;

The date on which the Chenoweth Committee paid Consulting Associates;
and

Provide copies of any documents relating to the billing.

If a service was provided to the Chenoweth Committee, please list all
Consulting Associates’ personnel who provided the service.

S Explain how the relationship developed between the Chenoweth Committee and
Consulting Associates; and

a. Provide any written agreement describing which services Consulting
Associates would provide to the Chenoweth Committee;

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.

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 credit, or credit card was opened or

obtained;

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.

8. Regarding the FEC C-1 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-1.




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
MUR 4283
MUR 4402
RESPONDENTS: Chenoweth 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 also generated based on information
ascertained by the Commission in the normal course of carrying out its supervisory
responsibilities. See 2 U.S.C. § 437g(a)1). William L. Mauk, Chair of the Idaho Democratic
. A

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

for Congress Committee and Wayne Crow, as treasurer, (“Chenoweth Committee” or

“Committee”™) and West One Bank violated provisions of the Federal Election C<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>