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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.




O , @

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 . '
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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 Campaign Act of

1971, as amended, (*Act” or “FECA™). Respondents Helen Chenoweth and the Chenoweth
Committee (collectively, “Chenoweth Respondents™) were notified of the complaint on
November 29, 1995 and responded to the complaint on December 15, 1995. On January 16,
1996, the Commission received an amended complaint in MUR 4283 addressing additional
violations of the Act. The Chenoweth Respondents were notified of the amendment to the

complaint on January 23, 1996 and responded on February 12, 1996.




FACTUAL

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)X2).

The regulstions exclude from the definition of contribution and expenditure “Yajny
activity which is specifically permitted by Part 114.” 11 C.F.R. § 114.1(a(2)Xx). Activity which
is permitted by Part 114 and which is perticularly 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 C.F.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, isolated, or
incidental use of corporate facilities for individual volunteer activity, the stockholder or
employee must reimburse the corporation within a commercially reasonable time for the normal
and usual rental charge of the facilities.

11 C.F.R. § 114.9(c) provides that: “Any person who uses the facilities of a corporation

or labor organization to produce materials in connection with a Federal election is required to




reimburse the corporation or labor organization within a commercially reasonable time for the
normal and usual charge for producing such materials in the commercial market.” Similarly,
persons, other than corporate employees or stockholders, who use corporate facilities such as
telephones or typewriters in connection with federal elections must reimburse the corporation
within a reasonable time 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 ordinarily would have been purchased at the time of the contribution or expenditure.

11 C.F.R. § 100.7(aX1XiiiXB) 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(8XB)(vii) and 441b(b)2), and
11 C.FR. §§ 100.7(b)11) and 100.8(bX12), 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

; Since the time the activities at issue in this MUR took place, the Commission has
promulgated new regulations on corporate facilitation. These regulations appear at
11 C.F.R. § 114.2(D.




meets four criteria: 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
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(8BXvii)and 11 C.F.R. § 100.7(bX11).-

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 ioan 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(b)11)Xi). 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(bX11Xii).

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 Requirements

FECA requires the principal committee of each candidate for federal office to report each
person who makes a loan to the reporting committee during the reporting period together with

the identification of any endorser or guarantor of the loan, the date the loan was made, and the




value of the loan. 2 U.S.C. § 434(b)}3XE). In addition, the committee is required to report each
person who receives a loan repayment from the reporting committee during the reporting period,
along with the date and amount of each such loan repayment. 2 U.S.C. § 434(b)X5Xd). 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

:aw several types of information including: the date and amount of the loan; the interest rate and mte .
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
2 U.S.C. § 434(bX4), 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
a bank loan of $40,400 from West One Bank, which was made without collateral or other
security and thus did not meet the Act’s requirement that it be “made on a basis which assures
repayment.” Complainant further alleges that the loan initially was reported on Committee
reports as a personal loan from Helen Chenoweth to her campaign committee and not as a bank
loan from West One Bank and originally was reported as bearing an interest rate of ten and one-
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.

On Janusry 16, 1996, Complainant amended his complaint alleging that during the: 1993-
1994 election cycle, Congresswoman Chenoweth and her campaign committee were engaged in a
series of transactions with Consulting Associates, Inc. (“Consulting Associates™) involving

corporate contributions and the conversion of campaign funds to the candidate’s personal use.

Complainant enclosed FEC reports filed by the Chenoweth for Congress Committee recording a

$1.750 loan by Consulting Associates to candidate Chenoweth which was later repaid with
campaign funds. Complainant also included a copy of a FEC report containing a $2,500
disbursement to Consulting Associates labeled “travel disbursement.” Consulting Associates is
an Idaho corporation and Helen Chenoweth is a principal owner, officer, and employee of this
corporation. During the 1993-94 campaign, expenditures by the Chenoweth Committee to
Consulting Associates totaled over $35,000 and included payments for rental, phone expenses,
office/equipment rental and consulting fees. During this period, “the candidate was the secretary
and treasurer of the corporation and relied upon its consulting and other services as her principal,

if not exclusive, source of income.” Supplemental Complaint at 2 (January 16, 1996).




According to Complainant, during vigorous 1994 primary and general election
campaigns, “Public appearances and reliable information from close observers are that these

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

House Financial Disclosure Statements reflect that Ms. Chenoweth’s salary from Consulting

Associates increased during her 1994 campaign, as compared to the prior, non-clection year.”
Complainant notes the Committee first declared a $8,349.11 debt to Consulting Associates in its
1994 year-end report but that this debt is labeled “consulting primary.” Complainant concludes
by stating: *“All indications from the available public records are that Ms. Chenoweth was
paying herself directly ar indirectly feg-‘consulting’ services to her own campeign. By funneling
money from her campaign through Consulting Associates, Inc., it appears that Ms. Chenoweth
was able to launder political contributions for her personal gain.”

C.  Response

Helen Chenoweth and the Chenoweth Committee responded to the initial complaint on
December 15, 1995. Counsel contends that the 1994 West One Bank loan “was not a
contribution within the meaning of the FEC laws, as it was done in the normal course of the
bank’s business based upon Ms. Chenoweth’s creditworthiness, her assets that far exceeded the
obligations involved, and her long term relationship with the bank, and that the loan was in
accordance with all applicable laws.” Chenoweth Response at 1 (December 15, 1995).

According to this response, the listing of the loan at $40,000 instead of $40,400 (a base
loan of $40,000 and $400 in transactional fees) on FEC forms was “inadvertent.” The
Committee also states that the loan’s initial interest rate was 10%, which was the usual and

customary interest rate for the loan. The Committee originally reported the loan as coming from




Ms. Chenoweth; however, in January, 1995, the Committee treasurer obtained a statement from
the West One Bank loan officer, provided the statement to the FEC, and disclosed details of the
loan. “The record clearly shows that there was never any attempt to falsify or ‘hide’ the loan,
and any errors made in reporting the loan were harmless mistakes based on a plain reading of the
relevant guidelines.”

The Chenoweth Respondents state that Ms. Chenoweth had banked with West One Bank
and its predecessor-in-interest (Idaho First National Bank) for twenty years, and she had received
financing for various projects from the bank. “Her ability to obtain a loan of $40,000.00 was
nothing new with West One Bank.” The Chenoweth Respondents insist that Ms. Chenoweth’s
assets “far exceeded what she owed on such a loan,” noting that she only owed $30,000 on her
home which was assessed at $72,000 and is presently valued at $91,000. Ms. Chenoweth
contends that she met her interest obligations in 1995 and the loan was paid off by refinancing
and securing the new loan with a second mortgage on her residence. Respondents note “that in
response to concerns raised in the news media regarding the loan, Mrs. Chenoweth promptly
went the extra mile by securing the loan with a second mortgage on her residence.” “Prior to
becoming a candidate for Congress, it was not unusual for Ms. Chenoweth to sign a personal
guarantee in the form of a promissory note for a loan, credit line, or credit card on behalf of the

corporation she worked for and whom she was the secretary-treasurer.”

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

campaign was in touch with lawyers, in fact this was a 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.”

On February 12, 1996, counsel for Ms. Chenoweth and the Chenoweth Committee
responded to the amended complaint. Counsel initially notes that the issue of the 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 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 $50625 $782 $187.50  $2.400
1994 (75%)’ 11/93-10/94

October $506.25 $782 $187.50

In MUR 4034, complainant Bill Mauk, Chair of the Idaho Democratic Party and the
complainant in this matter, alleged that Helen Chenoweth and the Chenoweth for Congress
Commuttee violated FECA by accepting two loans totaling $1,750 from Consulting Associates.
Inc. Because that matter involved less significant i1ssues relative to other matters pending before
the Commussion, a imited amount of money, and because the respondents had undertaken
remedial action, the Commission took no action and closed the file effective November 14, 1994,
, The percentage within parentheses allegedly is the portion of the Consulting Associates’
resources used by the Committee in that month. Apparently, Consulting Associates billed the
Chenoweth Commuttee for a percentage of the amount that the corporation actually paid for the
item




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 8332 $6.75 $100 $332
1995 (715%)  (50%) (15%)

The Chenoweth Respondents state that Consulting Associates had more than enough
income to pay Ms. Chenoweth’s salary from sources other than the Chenoweth Committee.
These sources included prior political clients and current governmental affairs clients. Counsel
refers to U.S. House of Representatives financial disclosure statements 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 eamed $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.”

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

. He states: “Ms.
Chenoweth continued to work full ime 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 vanous 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.”
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 Helen Chenoweth -~ “were politically involved. The company they started,
Consulting Associates, Inc., used their expertise to consult and manage political campaigns, as

well as lobbying the state legislature and dealing with governmental officials.” Consulting

Associates was started in 1979 and began to wind down in January, 1995. Counsel contends it

was difficult to gather information for this response because Mr. Ravenscroft lives 100 miles
from him and Wayne Crow, the Committee treasurer, has had colon cancer and “has been out of
commission” since early December, 1995.
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 criteria. The 1994 Chenoweth loan met two of the four criteria in that it

. According to counsel, Consulting Associates, Inc. is no longer an operating business and

counsel believes that it may have forfeited its corporate status late in 1995 by failing to pay a
corporation tax. Dun & Bradstreet states that it was informed by a former corporate officer of
Consulting Associates that the corporation was discontinued in the latter part of 1995.
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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.F.R. §§ 100.7(bX11) 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)(11)Xi) -- it did not have a perfected security interest

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

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

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)11Xit).

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

. 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)X11Xi)(B) and was not a basis to assure repayment, in particular
because the Chenoweth Committee already had significant outstanding debts at the time this loan
was made.
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of the requirements of 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 loan noted that Ms. Chenoweth has good
repayment ability, good credit, limited debt, and a sure job for two years -- these factors do not
satisfy the assurance of repayment criterion. In addition, it is not even clear that the bank
memorandum supporting approval of the loan was accurate in stating that Ms. Chenoweth had
good credit in 1994. Although the bank did not attach Ms. Chenoweth’s credit history to its
response, there is no indication that the bank analyzed Ms. Chenoweth’s credit history in 1994
or it would have noted that she had missed payments during the election year. In contrast, for the

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

the “derogatory or insufficient credit history” section that “slow credit occurred during campaign

year. Credit is now current.” Although there may have been different requirements for
processing the unsecured 1994 loan and the 1995 secured loan, presumably this information
would have appeared on a 1994 credit report which was ignored by the bank in its loan
recommendation. Furthermore, in making the 1994 loan the bank received absolutely no
collateral. Although the promissory note permitted a right of set off such that the bank could

attach all funds held in Ms. Chenoweth’s name at West One Bank, Ms. Chenoweth apparently
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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 vanable 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 avaijable 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

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 Idaho 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 ]daho 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]ben I filled out my application with Joyce Brewer, manager of the Statehouse branch, she
said *he ‘general rule’ for unsecured loans is 10 percent of a borrower’s assets. . . . She also said
the 10 percent rule is flexible.”
i 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 pnime rate for both secured and unsecured loans. On February 7, 1996,
when the pnme lending rate was 8.25%, Crestar would have charged 10.25% interest on a
$40,000 secured loan (2% above prime) and would have charged 12.5% interest on a $40,000
unsecured loan (4.25% above prime). There would be no additional loan fees. According to a
West One Bank loan officer, for a loan secured with home equity, the rate on a $40,000 loan
would be either 9.68% (variable rate) or 10.15% (fixed rate), in addition to a $500 flat loan fee.
If the same loan were unsecured the bank would charge 12.13% (vanable rate) or 14% (fixed




Recent communications between the Committee and the Commission raise additional
questions regarding the 1995 loan. Pursuant to a recent request for additional 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 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 ssgulatiens
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

rate), in addition to a 1% loan application fee. Thus, both Crestar and West One Bank currently
charge at least 2% more for an unsecured loan than for a secured loan and West One Bank
currently charges almost 4% over prime for an unsecured adjustable rate loan. Although not
determinative of the interest criterion for the 1994 and 1995 loans, it appears that at present an
unsecured loan with an interest rate of 1.5% over prime and a secured loan with an interest rate
of .92% over prime would not satisfy that criterion.
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certifying that the 1995 loan was made in the ordinary course of business substantiates concerns
that the loan was not made in the ordinary course of business.*

Accordingly there is reason to believe that the Chenoweth for Congress Committee
and Wayne Crow, as treasurer, violated 2 U.S.C. § 441b for accepting these contributions.

- Reporting Issues

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

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

The main violation appears to be that for almost 11 months on three separate reports -- the 30
Day Post-General Election Report, the 1994 Year End Report, and the 1995 Mid-Year Report -
the Committee failed to report the 1994 loan as a loan from West One Bank; instead, it 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

There also may have been additional elements of the 1994 loan which indicate that it was
not made in the ordinary course of business. Ms. Chenoweth applied for her loan on November
22, 1994, actually signed her application and financial statement on November 23, 1994, and
received her loan payment on November 23, 1994. This seems remarkably swift, particularly
when the loan memorandum recommending approval of the loan was dated December 2, 1994,
even though the bank’s response states that this is an internal document frequently prepared after
the loan has been issued. West One Bank, Response at 2. In the same conversation the Office of
General Counsel had with the West One Bank loan officer on February 7, 1996, the loan officer
stated that unsecured loans must be paid off in installments and that the bank does not
customarily allow the loan recipient to make a single balloon payment. In this case, interest was
paid in quarterly payments and the face value of the loan was paid off at the end of the loan
cycle.
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loan in connection with his or her campaign is considered to have obtained such a loan as an
agent of his or her authorized committee. 11 C.F.R. § 101.2(a).

Although on February 2, 1995 the campaign did submit a Schedule C-1 form concerning
this loan and attached the 1994 promissory note indicating that West One Bank was the lender,
even this form was not submitted until almost two months after it was due. Further, a crucial
portion of the C-1 stating -- “if neither of the types of collateral described above was pledged for
this loan, or if the amount pledged does not equal or exceed the loan amount, state the basis upon
which this loan was made and the basis on which it assures repayment” -- was not filled out.
Finally, since a comsmittec need only file a C-1 one time and since the Schedule C’s on the next
two reports continued to identify Ms. Chenoweth as the source of the loan, rather than the bank,
the public record contained misleading and inaccurate information even after the C-1 was filed.

The Committee appears to have correctly reported the 1995 Chenoweth loan, but it has
failed to submit the Schedule C-1 form with its required documentation and certification for that
loan. Indeed, prior to a March 1996 request for additional information on this point from the
Reports Analysis Division, the Chenoweth Committee apparently had never attempted to comply
with the provisions of 11 C.F.R. § 104.2(d)( 1) and submit a completed Schedule C-1. Even if
counsel’s statement is correct that the West One Bank now contends Ms. Chenoweth’s 1995 loan
is personal and not campaign related, the Committee still remains in violation of the reporting
provision.

The Chenoweth Respondents claim that these reporting violations were all “harmless™

mistakes.’ Although the misstatement of the interest rate and correct loan amount is minor, the

’ The Chenoweth Committee apparently has misreported a number of other items in its past

reports. The Committee consistently reported the 1994 loan rate as 10.25% when the interest




misreporting of the source of the loan and the absence of collateral is clearly not harmless.
Accordingly, there is reason to believe that the Chenoweth for Congress Committee and Wayne
Crow, as treasurer, violated 2 U.S.C. § 434(b)and 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. The Committee repaid the loans on June 30, 1993. The Reports Analysis
Division wrote to the Committee and explained that corporate contributions are prohibited under
FECA and requested clarification. The treasurervesponded: “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. | hoped the report openly reflected this information and I regret the

error.” 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, there is 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

rate, at least initially, was 10.00%. The loan amount actually became $40,400 because of the
addition of $400 in extra loan fees which were rolled over into the loan principal, but the
campaign reported it as a $40,000 loan. In its 1994 Year End Report, the Chenoweth Committee
first reported a debt owed to Consulting Associates of $8,349.11 which was described as
“consulting primary;” the Committee made a $2,500 payment on this debt during this reporting
period. The Committee apparently failed to timely report this debt since the primary had
occurred in May of 1994. Finally, in Schedule D of the 1995 Mid Year and 1995 Year End
Reports, the beginning and ending debt balances for the Consulting Associates entries did not
match from one report to another. After subsequent amendments in April 1996, these entries still
appear to be incorrect.
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The Chenoweth Committee may have received other corporate contributions from
Consulting Associates stemming from the fact that the campaign used Consulting Associates’
facilities. Information received to date indicates that the Committee may not always have paid
the proper amount and may not always have paid Consulting Associates within a commercially
reasonable time period. The Chenoweth Committee may also have misreported the purposes of
some of its transactions with Consulting Associates.

During the course of the 1994 primary and general election campaigns, the Chenoweth
Committee made numerous disbursements to Consulting Associates, a firm partially owned by
Helen Chenoweth.'® The Committee reported miscellaneous experditures which it identified as

follows:

PURPOSE DATE AMOUNT

Office/Equipment Rental 8/12/94 $2,255.00
Phone Expense 9720194 $646.37

Rental 12/1/94 $3,157.97
Rental 12/22/94 $3,579.52
Travel 12/29/94 $2,500.00

Total: $12,138.86
In addition, the campaign made more than $23,000 in disbursements to Consulting
Associates for which the stated purpose was “consulting fees™:

9/19/94 $5,000.00
10/28/94 $1.549.50
11/1/94 $1,108.48
11/2/94 $675.00

11/4/94 $1,500.00
11/16/94 $1.000.00
11/23/94 $3,336.59

- Ms. Chenoweth owned 49.5% of Consulting Associates and was its secretary-treasurer.

Vermon Ravenscroft also owned 49.5% of Consulting Associates and was its president. Bob
Robson owned the final 1% of capital stock.




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:

September $506.25 $782 $187.50  $2.400 $3.875.75
1994

O
October $506.25 $782 $187.50 $1,475.75
1994

November $600 $949.55 $200 $1,208.42 $3,157.97

L/

_?ecembcr $600 $1,042.02 $200 $200 $1,537.50 $3,579.52
1994

.January $506.25 $332 $6.75 $100 $332 $1,277
1995

-LOTAL $2,718.75 $3,887.57 $781.75  $2,900 $3,077.92
= Total, 9/94 - 1/95 = $13,365.99
Although it is possible to reconcile the amounts of some of the bills with the amounts of
some of the reported disbursements, it is more difficult to match the basis listed in the bills for
the fees charged with the reported purposes of disbursements. For example, monthly billing

records supplied by counsel for the Chenoweth Respondents sometimes include charges for use

of Consulting Associates facilities (rent, equipment, and supplies) together with a charge for
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partial use of a receptionist and the services of Vernon Ravenscroft, the president of Consulting
Associates. This can be seen, for example, in the November 1994 and December 1994 bills.
While the Committee reported two disbursements in December 1994 that matched
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 1 (February 12,
1996). The apparent erroneous statements of purpose for these disbursements made by the
Committee to Consulting Associates at least appear to be violations of 2 U.S.C. § 434(b)X4).
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 Committee’s use of corporate facilities pursuant to section 114.9(d) of the

regulations, reflective of a consulting relationship pursuant to section 116.3, or both. " The

" In addition, in instances when Ms. Chenoweth as a stockholder in Consulting Associates

personally made more than occasional, isolated, or incidental use of Consulting Associates’
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information provided by the Chenoweth Respondents and the Chenoweth Commiittee’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.” Similarly, the January 1995 bill for $1,277 was not paid until
July 18, 1995 (the disbursement is listed as a consulting fee). Moreover, debts owed to
Consulting Associates reflected in the 1994 Year End report were not paid off until December
29, 1994 -- 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 records we certainly can justify
at least a 75% charge to the campaign: 132 hours @ $5.50 an hour for a total of $726.00.”

11 C.F.R. § 114.9 “applies only to the use of corporate facilities and does not include the use of
the paid services of corporate employees. Therefore, this section cannot be read as supporting or

authorizing . . . reimbursement . .. regarding the compensation paid to . . . employees for the

facilities. she was required to personally reimburse Consulting Associates within a commercially
reasonable time for the normal and usual rental charge. 11 C.F.R. § 114.9(a}?2).




9 2 o

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 receptionist’s salary and travel expenses appear to have
constituted advances and thus may have been corporate contributions totaling $6,387.57, in
violation of 2 U.S.C. § 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. 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.

- Under new regulations to appear at 11 C.F.R. § 114.2(f), a corporation which is not in the
business of providing secretarial services may provide such services to a campaign to assist in
fund-raising without violating 2 U.S.C. § 441b, if the campaign pays in advance for the fair
market value of the services.




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
MUR 4283
MUR 4402
RESPONDENT: Helen Chenoweth

This matter was generated by a complaint filed with the Federal Election Commission
(“Commission”™) on November 21, 1995. See 2 US.C. § 437g(a)X1). 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™). Respondents Helen Chenoweth and
the Chenoweth Committee (collectively, “Chenoweth Respondents™) were notified of the

complaint on November 29, 1995 and responded to the complaint on December 15, 1995. On

January 16, 1996, the Commission received an amended complaint in MUR 4283 addressing

additional violations of the Act. The Chenoweth Respondents were notified of the amendment to
the complaint on January 23, 1996 and responded on February 12, 1996.
IL. FACTUAL AND LEGAL ANALYSIS

A. Law

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).




Pursuant to 2 U.S.C. §§ 431(8BXvii) and 441b(b)2), and 11 C.F.R. §§ 100.7(b)X11)
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 the category of loan

involved; 2) the loan is made on a basis which assures repayment; 3) the loan is evidenced by a

written instrument; and 4) the loan is subject to a due date or amortization schedule.
2US.C. §431(8XBXvii)and 11 C.F.R. § 100.7(bX11).

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(b)(11Xi). 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(b)(11)Xii).

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.




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
a bank loan of $40,400 from West One Bank, which was made without collateral or other
security and thus did not meet the Act’s requirement that it be “made on a basis which assures
repayment.” Complainant further alleges that the loan initially was reported on Committee
reports as a personal loan from Helen Chenoweth to her campaign committee and not as a bank
loan from West One Bank and originally was reported as bearing an interest rate of ten and one-
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.

On January 16, 1996, Complainant amended his complaint alleging that during the 1993-
1994 election cycle, Congresswoman Chenoweth and her campaign committee were engaged in a
series of transactions with Consulting Associates, Inc. (“Consulting Associates™) involving

corporate contributions and the conversion of campaign funds to the candidate’s personal use.

Complainant enclosed FEC reports filed by the Chenoweth for Congress Committee recording a

$1,750 loan by Consulting Associates to candidate Chenoweth which was later repaid with
campaign funds. Complainant also included a copy of a FEC report containing a $2,500
disbursement to Consulting Associates labeled “travel disbursement.” Consulting Associates is
an Idaho corporation and Helen Chenoweth is a principal owner, officer, and employee of this

corporation. During the 1993-94 campaign, expenditures by the Chenoweth Committee to




Consulting Associates totaled over $35,000 and included payments for rental, phone expenses,

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

and treasurer of the corporation and relied upon its consulting and other services as her principal,
if not exclusive, source of income.” Supplemental Complaint at-2 (January 16, 1996).

According to Complainant, during vigorous 1994 primary and general election
campaigns, “Public appearances and reliable information from close observers are that these
campaigns were virtually full-time commitments by the candidate. Despite this, surprisingly, the
House Financial Disclosure Statements reflect that Ms. Chenoweth’s salary from Consulting
Associates increased during her 1994 campaign, as compared to the prior, non-election year.”
Complainant notes the Committee first declared a $8,349.11 debt to Consulting Associates in its
1994 year-end report but that this debt is labeled “consulting primary.” Complainant concludes
by stating: “All indications from the available public records are that Ms. Chenoweth was
paying herself directly or indirectly for ‘consulting’ services to her own campaign. By funneling
money from her campaign through Consulting Associates, Inc., it appears that Ms. Chenoweth
was able to launder political contributions for her personal gain.”

C. Response

Helen Chenoweth and the Chenoweth Committee responded to the initial complaint on
December 15, 1995. Counsel contends that the 1994 West One Bank loan “was not a
contribution within the meaning of the FEC laws, as it was done in the normal course of the
bank’s business based upon Ms. Chenoweth’s creditworthiness, her assets that far exceeded the
obligations involved, and her long term relationship with the bank, and that the loan was in

accordance with all applicable laws.” Chenoweth Response at 1 (December 15, 1995).




According to this response, the listing of the loan at $40,000 instead of $40,400 (a base
loan of $40,000 and $400 in transactional fees) on FEC forms was “inadvertent.” The
Committee also states that the loan’s initial interest rate was 10%, which was the usual and
customary interest rate for the loan. The Committee originally reported the loan as coming from
Ms. Chenoweth; however, in January, 1995, the Committee treasurer obtained a statement from
the West One Bank loan officer, provided the statement to the FEC, and disclosed details of the
loan. “The record clearly shows that there was never any attempt to falsify or ‘hide’ the loan,
and any errors made in reporting the loan were harmless mistakes based on a plain reading of the
relevant guidelines.”

The Chenoweth Respondents state that Ms. Chenoweth had banked with West One Bank
and its predecessor-in-interest (Idaho First National Bank) for twenty years, and she had received
financing for various projects from the bank. “Her ability to obtain a loan of $40,000.00 was
nothing new with West One Bank.” The Chenoweth Respondents insist that Ms. Chenoweth’s
assets “far exceeded what she owed on such a loan.” noting that she only owed $30,000 on her

home which was assessed at $72,000 and is presently valued at $91,000. Ms. Chenoweth

contends that she met her interest obligations in 1995 and the loan was paid off by refinancing

and securing the new loan with a second mortgage on her residence. Respondents note “that in
response to concerns raised in the news media regarding the loan, Mrs. Chenoweth promptly
went the extra mile by securing the loan with a second mortgage on her residence.” “Prior to
becoming a candidate for Congress, it was not unusual for Ms. Chenoweth to sign a personal
guarantee in the form of a promissory note for a loan, credit line, or credit card on behalf of the

corporation she worked for and whom she was the secretary-treasurer.”




Counsel states that, although in news reports Ms. Chenoweth was quoted as saying her
campaign was in touch with lawyers, in fact this was a 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.”

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

y In MUR 4034, complainant Bill Mauk, Chair of the Idaho Democratic Party and the
complainant in this matter, alleged that Helen Chenoweth and the Chenoweth for Congress
Committee violated FECA by accepting two loans totaling $1,750 from Consulting Associates,
Inc. Because that matter involved less significant issues relative to other matters pending before
the Commission, a limited amount of money, and because the respondents had undertaken
remedial action, the Commission took no action and closed the file effective November 14, 1994.




September $506.25 $782 $187.50 $2,400 -
1994 (75%)? 11/93-10/94

October $506.25 §782 $187.50
1994 (75%)

November $600 $949.55 $200 $1,208.42
1994 (90%) (50%)

December $600 $1,042.02 $200 $1,537.50
1994 (90%) (75%)
January $506.25 $332 $6.75 $100 $332
1995 (15%)  (50%) (15%)

The Chenoweth Respondents state that Consulting Associates had more than enough
income to pay Ms. Chenoweth'’s salary from sources other than the Chenoweth Committee.
These sources included prior political clients and current governmental affairs clients. Counsel
refers to U.S. House of Representatives financial disclosure statements which had been attached
to the amended complaint to list Ms. Chenoweth’s income received from Consulting Associates.
In 1993 she earned $25,350. In 1994 she camed $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

2
<

The percentage within parentheses allegedly is the portion of the Consulting Associates’
resources used by the Committee in that month. Apparently, Consulting Associates billed the
Chenoweth Committee for a percentage of the amount that the corporation actually paid for the
item.




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

not supported by the facts.”

Counsel then lists all income for 1993 and all income for 1994 .
He states:

Ms. Chenoweth continued to work full time well into the year at
Consulting Associates, Inc. as a consultant helping with the clients
of CA, Inc. Her chief client provided regular retainers to CA, Inc.
for Mrs. Chenoweth's work. She managed that client’s 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.

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 Helen Chenoweth -- “were politically involved. The company they started,
Consulting Associates, Inc., used their expertise to consult and manage political campaigns, as
well as lobbying the state legislature and dealing with gov ‘nmental officials.” Consulting
Associates was started in 1979 and began to wind down in January, 1995 Counsel contends it

was difficult to gather information for thus response because Mr. Ravenscroft lives 100 miles

' According to counsel, Consulng Associates, Inc. is no longer an operating business and

counsel believes that it may have forfeited its corporate status late in 1995 by failing to pay a
corporation tax. Dun & Bradstreet states that 1t was informed by a former corporate officer of
Consulting Associates that the corporation was discontinued in the latter part of 1995.




from him and Wayne Crow, the Committee treasurer, has had colon cancer and “has been out of
commission” since early December, 1995.
D. Analysis

1. West One Bank Loans

According to the regulations, a loan will be deemed to be made in the ordinary course of
business if meets four criteria. The 1994 Chenoweth loan met two of the four criteria in that it
was evidenced by a written instrument -- the promissory note -- and it was subject to a due date
of November 23, 1995. However, this loan may not have 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.F.R. §§ 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 pursuantto 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)11)X1) - 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

; 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)(11)XiXB) and was not a basis to assure repayment, in particular
because the Chenoweth Committee already had significant outstanding debts at the time this loan
was made.
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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)Xii).

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)X11) 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 loan noted that Ms. Chenoweth has good
repayment ability, good credit, limited debt, and a sure job for two years — these factors do not
satisfy the assurance of repayment criterion. In addition, it is not even clear that the bank
memorandum supporting approval of the loan was accurate in stating that Ms. Chenoweth had
good credit in 1994. Although the bank did not attach Ms. Chenoweth’s credit history to its
response, there is no indication that the bank analyzed Ms. Chenoweth’s credit history in 1994
or it would have noted that she had missed payments during the election year. In contrast, for the

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

the “derogatory or insufficient credit history™ section that “slow credit occurred during campaign

vear. 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 conceming

. Other evidence that the 1994 loan may not satisfy L = assurance of repayment criterion

arises from the amount of the loan when compared to her net worth.

Two newspaper articles focusing on this transaction, one
by the Associated Press and one appeaning in the Idaho 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 |daho 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 Joyce Brewer, manager of the Statehouse branch, she
said the ‘general rule’ for unsecured loans is 10 percent of a borrower’s assets. . . . She also said
the 10 percent rule is flexible ™
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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 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.

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 pnime rate for both secured and unsecured loans. On February 7, 1996,
when the prime lending rate was 8.25%, Crestar would have charged 10.25% interest on a
$40,000 secured loan (2% above prime) and would have charged 12.5% interest on a $40,000
unsecured loan (4.25% above prime). There would be no additional loan fees. According to a
West One Bank loan officer, for a loan secured with home equity, the rate on a $40,000 loan
would be either 9.68% (vanable 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.
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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

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.’

Because it is clear that the candidate personally applied for and received the loans, and
presumably negotiated their favorable terms, there is reason to believe that Helen Chenoweth
violated 2 U.S.C. § 441b for accepting these contributions in her personal capacity as a

candidate.

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 intemal 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
cyvcle.




FEDERAL ELECTION COMMISSION

WASHINGTON DO dh s

June 28, 1996

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

Nampa, Idaho 83653

RE: MUR 4283 and MUR 4402
The Honorable Helen P. Chenoweth

Dear Mr. Keenan:

Records or information concerning the transactions of your client, Helen P. Chenoweth,
held by the financial institution named in the attached subpoena and order are being sought by
this agency in accordance with the Right to Financial Privacy Act of 1978 for the following
purpose: to investigate possible violations of the Federal Election Campaign Act of 1971, as
amended, by Ms. Chenoweth in connection with loans made by West One Bank to her.

If your client desires that such records or information not be made available, you or she
must:

1. Fill out the accompanying motion paper and sworn statement or write one of your
own, stating that your client is the customer whose records are being requested by the
Commission and either giving the reasons you or your client believe that the records are not
relevant to the legitimate law enforcement inquiry stated in this notice or any other legal basis for
objecting to the release of the records.

7k File the motion and statement by mailing or delivering them to the clerk of any
one of the following United States District Courts: United States District Court for the District
of Idaho or the United States District Court for the District of Columbia.

3. Serve the Commission by mailing or delivering a copy of your motion and
statement to: Federal Election Commission, Office of the General Counsel, 999 E Street, N.W.,
Washington, D.C. 20463.

Celebrating the Commssion s Jith Anpiversan

YESTERDAY TODAY AND TOMORROMW
DEDICATED TO KEEPING THE PUBLIC INFORNMED




4. Be prepared to come to court and present your position in further detail. If you or
your client do not follow the above procedures, upon the expiration of ten days from the date of
service or 14 days from the date of mailing of this notice, the records or information requested
therein will be made available. These records may be transferred to other client will be notified
after the transfer.

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

Sincerely,

Stephan O. Kline
Attorney

Enclosures
Subpoena and Order to West One Bank
Motion to Quash Subpoena and Order
Affidavit




UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA
OR FOR THE DISTRICT OF IDAHO

Helen P. Chenoweth,
Petitioner
AFFIDAVIT
v.

FEDERAL ELECTION COMMISSION,
Respondent

AFFIDAVIT

County )
)

Helen Chenoweth, being duly sworn, makes the following her affidavit and states:

1. I hereby affirm that all of the statements in the Motion to Quash Commission
Subpoena/Order are true and accurate to the best of my knowledge and belief.

r 5 Further the affiant sayeth not.

Helen P. Chenoweth

Subscribed and sworn to before me this day of
, 1996.

Notary Public

My Commission expires
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Law OFrFICES
WEBSTER. CHAMBERLAIN & BEAN
1747 PENNSYLVANIA AVENUE. N.W.
wasamnoToN, D.C. 20006
(202) 785-9500 o connms
Fax: (202) 835-0243 J COLEMAN gL AN

HENT MABTERRAON BROWN
CHARLES T Cramacm AN

July 9, 1996

l.awrence M. Noble. Esquire

(ieneral Counsel

FEDERAL ELECTION COMMISSION
999 E Street. N.W.

Washington, D.C. 20463

Re: MUR 4283
MUR 4402
West One Bank

Dear Mr. Noble.

Please find enclosed the original and two copies of West One Bank's Motion
to Quash and/or Modify Subpoena in the above-referenced MURs.

We have been negotiating with Stephan Kline in an attempt to narrow the
scope of certain interrogatories and will continue those efforts. I am confident that
Mr. Kline will advise vou if we are unable to reach an agreement as to how West
One Bank will respond to those interrogatories.

In the meantime. the bank is collecting the information sought in the other
interrogatones and anticipates filing timely responses to those interrogatories.

Sincerely.

\Q M /‘/ a2 o
Frank M. Northam

FMN e

Fonclosures

ce Stephan Khne, Esquire
John Ward. Esquire




BEFORE THE FEDERAL ELECTION COMMISSION

)
In the Matter of MUR 4283
MUR 4402

MOTION TO QUASH AND/OR MODIFY SUBPOENA

-1
o
(&%)
-
=3
-

West One Bank. by counsel. pursuant to FEC Reg. § 111.15, moves to qua$if
and/or modify the Subpoena to Produce Documents/Order to Submit Writtef)
Answers which was received by its counsel on July 2. 1996. The reasons for this
motion are set forth below.

In the Interrogatories and Requests for Documents labeled “No RFPA
Information”. Interrogatories 4. 5, and 8 call for the retrieval and preparation of
vast amounts of information, much of which would be irrelevant to the
Commission’s investigation. It would be unduly burdensome and oppressive for the
Commission to require the bank to produce this information.

Interrogatory 4 seeks detailed information as to each personal loan, that was
unsecured or secured only by a promissorv note, made by West One Bank during
1994 and 1995. Interrogatorv 5 seeks similarly detailed information concerning
each secured personal loan 1ssued by West One Bank in 1994 and 1995.

West One Bank estimates that, were 1t to respond to these interrogatories,
the bank would have to review and collect information on approximately 40,000
loans. Additionally. the bank's information processing system 1s not set up in such
a manner as to produce all of the information sought by the Commission; therefore.

some of the information would have to be retneved manually.
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Interrogatory 8 seeks information as to the repayment of unsecured loans
through installment or balloon payments. That information can be provided.

However. interrogatory 8 also seeks a breakdown for the years 1994 to 1996

showing how many unsecured loans were repaid in installments and how many

were repaid with a balloon payment. As with interrogatories 4 and 5, this would
require the review of thousands of loans. entailing a great amount of time,
manpower, and expense.

Because of the undue burden and expense which would be imposed upon
West One Bank were it required to respond to Interrogatories 4. 5 and 8 and
because much of the information sought by those interrogatories is irrelevant to the
(Commission’s investigation. the subpoena in regard to those interrogatories should
be quashed or those interrogatories should be modified so as to reduce the burden
and expense imposed on West One Bank in providing relevant information to the

Commission.
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Respectfully submitted,

(AT L oo s 8

Arthur L. Herold

gz M Mot —

Frank M. Northam

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

Washington. D.C. 20006
(202)785-9500

Counsel for West One Bank




FEDERAL ELECTION COAMMISSION

WASHISTITON DYoo Jidn

July 18, 1996

Arthur L. Herold

Frank M. Northam

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

Washington, D.C. 20006

RE: MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

Enclosed is a Certificate of Compliance with the Right to Financial Privacy Act of 1978,
issued in connection with the Subpoena and Order sent to vour financial institution on June 28,
1996. secking the financial records of Helen P. Chenoweth.

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

Sincerely,

o -
F:
Stephan O. Kline
Attorney

Enclosure
Ceruficate

Car g timgt g oo e T LR Lt

YESTERDIAY Tiray aND TONMORRONN
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FEDERAL ELECTION COMMISSION

AVASHENG TEIN D0 S ade

CERTIFICATION OF COMPLIANCE WITH
THE RIGHT TO FINANCIAL PRIVACY ACT

Arthur L. Herold

Frank M. Northam

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

Washington, D.C. 20006

FROM: Federal Election Commiuission
999 E Street, N.W.
Washington, D.C. 20463

RE: MUR 4283
MUR 4402
West One Bank

I hereby certify, pursuant to Section 1103(b) of the Right to Financial Privacy Act of
1978. 12 U.S.C. § 3403(b). that the provisions of the Act have been complied with as to the
Subpoena to Produce Documents and Order to Submit Written Answers forwarded to you in the
above-captioned matter. responses to which are being ordered pursuant to 12 U.S.C. §§ 3402 and

3405

Sincerely,

Stephan O. Kline
Attorney

<N Annnergn

aran Toafaay AN TONMORRO N
ToowEabNG, Trtd PUBLIC INFORNED




H{H_F_\‘ AL FLEC TION CONINISSION

MEMORANDUM
TO: The Commussion

Lois G Lemer
Associate General Counsel

Jut i 7 T I 0

SERSITIV

July 11. 1996

JUL 16 199

EXECUTIVE SESSInN
SUBMITTED 107

SUBJECT:  Request to Suspend the Rules with regard to the General Counsel’s Report

in MUR 4283 and MUR 4402

The Attached General Counsel’s Report contains recommendations regarding
disposition of West One Bank's Motion to Quash. In order to expedite discovery and to
ensure that Respondents have an answer from the Commission well before their
August 1. 1996 deadline. the Office of General Counsel requests that this Report be

placed on the July 16. 1996. Executive Session Agenda.

Attachment
General Counsel’s Report with Attachments

Attorney assigned:  Stephan O. Khine




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of

MUR 4283
West One Bank MUR 4402

GENERAL COUNSEL'S REPORT

On June 25, 1996. the Federal Election Commission (*Commission”) found reason to
believe that Helen Chenoweth: Chenoweth for Congress Committee and Wayne Crow, as
treasurer. Consulting Associates. Inc: and West One Bank (“Respondents™) violated various
provisions of the Federal Elecion Campaign Act of 1971, as amended. (“Act™ or “FECA™). The
Commission specifically found reason to believe that West One Bank violated
2 U.S.C § 441b through two loans to Helen Chenoweth which were possibly not made in the
ordinary course of its business On the same date the Commission also approved Subpoenas for
the Production of Documents and Orders for Answers to Interrogatornies to be sent to all
Respondents

On July 9, 1996. West One Bank filed a Motion to Quash and or Modify Subpoena
pertaining to three interrogatones  Attachment 1. This report recommends that the Commission
deny West One Bank's Motion to Quash
1. ANALYSIS

West One Bank seeks to quash or limit Interrogatories 4. 5, and 8 in the Subpoena 1o

Produce Documents and Order to Submit Written Answers addressed to West One Bank. See




Attachment 2. These interrogatonies seck information pertaining to secured and unsecured loans
made by West One Bank.in 1994 and 1995. According to the Motion. these interrogatories.

call for the retrieval and preparation of vast amounts of information. much of

which would be irrelevant to the Commission’s investigation. It would be unduly

burdensome and oppressive for the Commission to require the Bank to produce

this information. . . West One Bank estimates that. were it to respond to these

interrogatories the Bank would have to review and collect information on

approximately 40.000 loans Additionally. the Bank's information processing

system 1s not set up in such a manner as to produce all of the information sought

by the Commission: therefore. some of the information would have to be retrieved

manually.
Attachment | at 1. West One Bank is incorrect in its assertion that the information sought in
these interrogatones is irrelevant. The information pertaining to the unsecured loan, the balloon
payment issue, and interest rates for fixed rate secured loans is directly relevant and necessary in
making the determination whether the loans to Helen Chenoweth were made in the ordinary
course of business. For this reason. this Office recommends that the Commission make no
formal changes to the subpoena

At the same time. in recognition of the burden this request appears to place on the Bank.

this Office is attempting to work out an informal solution with West One Bank. but at this point,

this Office has not reached a preliminany agreement with the Bank. This Oftice recognizes that

providing information relaung to 40.000 loans could be burdensome to West One Bank. and may

be far more extensive than the Commuission may need for its investigation. In an effort to be
accommodating. this Office has informed the Bank that, at least at the initial stage. this Office
would be willing to accept less information and not recommend subpoena enforcement 1if this

OfYice and the Bank could agree on a smaller universe of information that would enable the




Commission to make the determination whether Congresswoman Chenoweth’s 1994 and 1995
loans were made in the ordinary course of business

As a starting point, this Office is prepared to suggest that West One Bank provide the
information sought in Interrogatones 4 and 8 for whatever period of time would provide
information about 100 unsecured personal loans on either side of the time period when West One
Bank made 1ts 1994 loan to Helen Chenoweth. West One Bank would also provide the
information sought in Interrogatory 5 for 100 fixed rate secured personal loans over whatever the
appropriate time period would be on either side of the time period when West One Bank made its
1995 loan to Congresswoman Chenoweth ' If this information does not appear to be sufficient,

this Office wouid then plan to increase gradually the number of loans for which information is

sought ;

Accordingly. this Office recommends that the Commission deny West One Bank's

Motion to Quash and’or Modify Subpocna

Counsel for West One Bank has informed this Office that the Bank has no problems
turning over the general policy information sought in Interrogatory 8 pertaining to balloon
pavments for unsecured loans  This Oftice will sull require this general information and will
also request daily loan specification sheets which were distributed to loan officers during the
relevant ime periods in 1994 and 1993 and policy statements dictating the amount of authorty
that loan ofticers have 1n deviating trom the terms histed on the loan specificauion sheets for
unsecured personal loans and fixed rate personal loans secured with a second montgage on real
property .
: If necessany. this Office would also provide West One Bank with a reasonable extension
of ume relaung to these specific interrogatonies




RECOMMENDATIONS

¥, Deny West-One Bank's Motion to Quash and/or Modify Subpoena.
2. Approve the appropriate letter.

[.awrence M. Noble
General Counsel

1/ {ﬁc BY: JQ/\,

Date | | Lots G. L¢mer
Associate General Counsel

Attachments

I West One Bank Motion to Quash and/or Modify Subpoena
2. Onginal West One Bank Subpoena

Attorney assigned: Stephan O. Kline




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

West One Bank

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on July 16,
1996, do hereby certify that the Commission decided by a
vote of 4-0 to take the following actions with respect to
MUR 4283 and MUR 4402:

Deny West One Bank's Motion to Quash
and/or Modify Subpoena.

Approve the appropriate letter as
recommended in the General Counsel's
July 11, 1996 report.

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

Attest:

1-U-9¢ .
Date = ‘Marjorie W. Emmons
tary of the Commission




FEDERAL ELECTION COMMISSION

WASHINGTON DC 20dn

July 19, 1996

Arthur L. Herold

Frank M. Northam

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

Washington, D.C. 20006

MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

This letter is to confirm the Federal Election Commission’s July 9, 1996 receipt of West
One Bank’s Motion to Quash and/or Modify Subpoena, relating to Interrogatories 4, S, and 8 in
the "No RFPA Information™ Subpoena in the above-referenced matters. The Commission
reviewed and denied the motion on July 16.

Although the Commission has denied your motion, this Office remains willing to work
with you to arrange an informal and less burdensome solution which still provides the
Commission with sufficient loan information. As you know, West One Bank's responses to the
Commission’s subpoenas are due on July 31. Accordingly, please contact me at (202) 219-3690
by Monday. July 22 1o discuss this situation.

Sincerely,

Stephan O. Kline
Attomey

Cerie>rg’ oy D (i wuon « 2R Anan ersa

YESTERDAY TOINAY AND TOMORROA
DEDICATED TO REEPING THE PLBLIC INFORNED
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July 22, 1996

Arthur L. Hereold

Frank M Northam

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

Washington. D.C. 20006

MUR 4283
MUR 4402
West One Bank

Dear Mr. Herold and Mr. Northam:

Pursuant to today 's conversation. the following represents my understanding of the
matenal which West One Bank will provide to the Office of the General Counsel. In an effort to
be accommodating. this Office is willing to accept less information than that required by the
subpoenas. at least at the initial stage. and not recommend subpoena enforcement if this Office
receives sufficient information to make the determination of whether the 1994 and 1995 loans
were made 1n the ordinary course of business  Assuming that the following questions would
produce sufficient information. they would be acceptable to this Office:

4 Please state the number of personal loans made by West One Bank during a
fiftcen day period on either side of the date when the 1994 loan was made to Helen Chenoweth.'
which were either not secured or were secured only with a promissory note. and provide the
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.

¢ State whether the interest rate was adjustable or fixed.

[t this ime peniod does not result in information relating to approximately 100 loans
(greater than 75). West One Bank will continue adding additional week long periods on either
side of the loan date until information pertaiming to approximately 100 loans has been
accumulated




Mr. Herold and Mr. Ng
Page 2

d Provide the prime rate and WOBRR in effect on the date the loan was made,
¢. State whether principal was repaid in installment payments or with a single
balloon payment at the final repayment date for the loan:

f Provide loan specification sheets distributed to loan officers during this penod;
and

g Provide a copy of any West One Bank formal policy dictating the terms a loan
officer can use in making an unsecured personal loan or a loan secured only with a
promissory note.

. 8 Please state the number of personal loans secured with a second mortgage on
residential real property made by West One Bank during a fifteen day period on either side of the
date when the 1995 loan was made to Helen Chenoweth.” and provide the following information
relating to such loans:

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

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

c. Provide loan specification sheets distributed to loan officers duning this period:
and

d Provide a copy of any West One Bank formal policy dictating the terms a loan
officer can use 1n making a fixed rate personal loan secured by a second mortgage
on real property

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 instaliment payments of
pnnciple. If West One Bank has a formal policy relating to this 1ssue. please provide a copy of
it

If this ume period does not result in information relating to approximately 100 fixed rate
loans (greater than 75). West One Bank will continue adding additional week long periods on
either side of the loan date until information pertaining to approximately 100 fixed rate loans has
been accumulated




Mr. Herold and Mr. No’x
Page 3

Pursuant to our conversation, you have also requested a fourteen day extension to the
time period provided for in the Commission’s Subpoena to Produce Documents and Order to
Submit Written Answers, solely to comply with the three informally modified interrogatories
described above. The Office of the General Counsel has granted the requested extension, and
your response to these three interrogatories is due by the close of business on August 14, 1996.

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

Sincerely,

-

ok, oL
/

Stephan O. Kline
Attorney




FEDERAL ELECTION COMMISSION

WASHINCTON DO 2idnl

YIA FACSIMILE AND FIRST CLASS MAIL July 25, 1996

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

Nampa, Idaho 83653

RE: MUR 4283 and MUR 4402
The Honorable Helen P. Chenoweth

Dear Mr. Keenan:

Last week, the Office of the General Counsel received a phone call from Trent Marcus
who stated that he would be representing Helen Chenoweth. Mr. Marcus further stated that he
would request an extension of time to respond to the Commission’s subpoena directed to
Ms. Chenoweth. This Office informed Mr. Marcus that we would need to see a written
designation of counsel and a written request for an extension of time. The sooner the request is
formally made, the more likely it is to be approved. Moreover, unless we receive the request for
extension, the subpoena deadline remains July 31, 1996.

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

Sincerely.

e~ A=

Stephan O. Kline
Attorney

MESTERDIAY TOaivay AN TONVOIRREO W
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VIA FAX

Stephen O. Kline

Federal Election Commission
N e of the Genem| Commel
999 I.. Street, NW
Washingion, D.C. 20463

Re MUR Numbers 4283 and 4402
U.S Resprescotative Helen Chenoweth

Dear Stephen:

This firm represeots Umited States Representstive Helen Chenoweth snd the
Chenowsth for Congress Commitiee with repard to Federal Election Commission MUR numbers
4283 and 4402 Our designation of counsel docament for Representative Chenoweth is enclosed
We are in the process of obtaimng 8 designation of coumsel document for the Committee, and
wil, forward it 10 you. These metaers were recently referred 10 us by Joha C. Keenan. who
previously represented Representative Chenoweth and the Commitiee in the matters.

We have received your letter to Mr. Keenan dated June 28, 1996, concerning the
Subpeena to Produce Ducuments end Order to Submut Written Answers directed to
Represemative Chenoweth and Waywse Crow, Treasurer of Chenoweth for Congress Committee
Your leticr directed Mr Keenan to submrt respoases w0 the intcrrogatories and requests for
production of documents to the FEC within thirty days of the date of receipt of the letter

M: Keeuau recaved the letter oo July 3. 1996; thus, the thirty day limit 1s neanng
cxpiration. [ am wnting o reyuest an exwasion of ime with regard 1w this deadline. As 1 stated,
this maner was only recently referred to us The requested information and documents arc
scartered berween Boise, idabo. Nampa. idaho. Gooding. Idaho; and Washington, D C. Several
mdividuals have poasession and control over the requested documents. These individuals sre
spread among the above menuoned lecations as well 1t will ke a significant amount of time to
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Stepben O. Kline
July 26, 1996
Page 2

track them down, determine which documents they have that are germane to these investigatons,
assimilate and organize all the docuunenes. and ultimatelv submit them to the FEC. Additionally,
Represcnative Chenoweth has only recently returned from castern Europe. and has not had the
opportunity to analyze the interrogatories and prepure adequate responses to them

Therefore, we would greatly appreciate an additional sixty days to respoad to the
imerrogatones and requests for production of documents attached to your letter of Junc 28
Fioally, if you bave received any documents or responses to interrogatonies from any other
respondent involved in MUR pumbers 4283 and 4402, we request that you send us copies of
such information.

Thank you for your atterbon to these matters. We look forward to hearing from

Very traly yours.
MARCUS. MERRICK & MONTGOMERY

(,Sﬁu\;\ —\\(\Q_\Q\u\

Barry Marcus-—
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Stephan O. Khne

Federal Election C 2
Ofice of e General Coussel
999 L. Street, N.W.
Washingion, D.C. 20463

Re: MUR #'s 4283 & 4402 - U.S. Representative Helen Chepoweth
Dear Siephag:

Focloced i the completerd “Designation af Comsel” dociiment designating this
lawizm as Counsel of the Chesoweth [or Congress Commitiee [or purposes of the
above referenced MUR's. As requested i our [ax o You dsted July 26, 1996, we
continue 10 request an extension of an addiional sixty (60) days o respond to the
loterrogatories asd Regquest for Production of Documents whach are sttached Lo

vour letter 10 John Keenaa dated Juse 28, 1996. It is my vaderstanding that vou
will forward this request oato the “Commission * Furthermore. # is our intest 10
fully comply with these Discovery requests, and we will make ol offorts within our
purne aml sbilitiey W respus W s

We appreciate \MM.Mcoqniwnmlhsmcr We look [orward o
bearing {rom you as soom as possible.

Very truly yours,
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FEDERAL ELECTION COMMISSION

WASHINGTON DO XHet

Barry Marcus and Trent Marcus
Marcus, Merrick & Montgomery
737 N. 7th Street

Boise, Idaho 83702

MUR 428} and MUR 4402

Representative Helen Chenoweth

Chenoweth for Congress and
Wayne Crow, as treasurer

Dear Mr. Marcus and Mr. Marcus:

This is in response to your letters dated July 26 and August 1, 1996, in part
requesting a sixty day extension to respond to this Office’s Subpoenas to Produce
Documents and Orders to Submit Wntien Answers in the above-captioned matter.
Because this Office is only permitted to give a thirty day extension, this Office will place
your request for the full sixty day extension before the Commission for its determination.

After considering the circumstances presented in the letter and your representation
that you intend to comply with the subpoena, the Office of General Counsel has granted
you a thirty day extension. Accordingly, unless you receive notice to the contrary, your
responses are due by the close of business on August 30, 1996.

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

%0@

Stephan O. Kline
Attorney
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August 1. 1996

Stephan O Khine. Esquire

Office of General Counsel

FEDERAL ELECTION COMMISSION
999 E Street. N W .. Sixth Floor
Washington. D.C. 20463

Re MUR 4283
MUR 4402
West One Bank

Dear Mr Kline.

Enclosed are West One Bank's responses to the Commission’s Interrogatories
and Request~ for Documents 1n the above-referenced MURs.

As we have discussed. the Bank penodically issues “green sheets™ to its loan
officers and other personnel involved i1n the approval of loans. While those
particular forms were not requested in the FEC's interrogatories, I am attaching to
this letter copies of the “green sheets” that were 1n effect during the time periods in
question It 1= mv understanding that these forms provided loan - authorization
officials with guidance as to the Bank's policaes on the 1ssuance of loans. but that
each offiaal had discretion (wathin the offiaal’s loan authoriza‘ion capability) to
diverge from the guidelines of the "green sheets”

If vou have any questions 1n regard to these responses, please give me a call.

Sincerely.

Frank M. Northam

FMN je
ce John Ward. Esquire/Enclosures




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of MUR 4283
MUR 4402

RESPONDENT WEST ONE BANKS ANSWERS

FOR DOCUMENTS

Comes now the Respondent, West One Bank, and for its responses to the
Interrogatories and Requests for Documents issued by the Commission by

subpoena dated June 22, 1996, states as follows:

Question 1: With regard to Helen Chenoweth’s banking history with West
One Bank, please provide the following information: (a) state the length of time
Ms. Chenoweth has been a customer of West One Bank or its predecessors in
interest; (b) please identify each account, credit card, or other banking activity
(besides line of credit or loan) that Ms. Chenoweth has had with West One Bank.
For each, please provide the following information: (i) list the date each account,
credit card, or other banking activity was opened or obtained; and (i) list the date
each account, credit card or other banking activity was closed, paid off or canceled;
(c) state whether Ms. Chenoweth had a bank account in her name at West One
Bank on 11-22-94 and/or 10-20-95. If so. please provide the balance 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 loan Ms. Chenoweth guaranteed)

Ms Chenoweth has received from West One Bank, 1n 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 1t.

Answer 1:

(a) West One Bank records indicate that Ms. Chenoweth has been a
customer of the Bank since May 14, 1980.

(b) Information on when each account was opened and closed is as follows:

Checking Acct Savings Acct Credit Card

Opened
Closed

Opened
Closed

Opened
Paid Off

Opened
Paid Off

Opened
Closed

() Ms. Chenoweth had a bank account in her name at West One Bank on
November 22, 1994, with a balance of

Ms. Chenoweth did not have a bank account in her name at West One

Bank on October 20, 1995.




(d) Other than the loans of October, 1994, and November, 1995, no other

loans have been made by West One Bank to Ms. Chenoweth individually.
A total of 13 loans were made to Consulting Associates from March 2,
1990, to February 8. 1994, with the highest borrowing amount being Each
loan was secured by Savings Certificates. Ms. Chenoweth did not personally

guarantee any of the Consulting Associate loans.

Question 2: Relating to the November 8, 1995 bank loans from West One
Bank to Helen Chenoweth, a Consumer Loan Worksheet & Checklist notes under
“Derogatory or Insufficient Credit History™ that “slow credit occurred during
campaign year. Credit now current”. With regard to this statements of past slow
credit, state whether this information was known by West One Bank loan officers in
1994. If so, please provide copies of any 1994 documents containing this
information and/or any analysis thereof. If not, please state why this information
was not known by West One Bank.

Answer 2: The information about “slow credit™ was not available to West One

Bank in November, 1994. The “slow credit”™ did not occur until 1995.

Question 3: Helen Chenoweth applied for a $40,000 loan from West One
Bank on 11-22-94 and the loan funds were disbursed on 11-23-94. Regarding this
loan, please provide the following information: (a) identify each person who worked

on or approved this loan; (b) descnbe the specific task performed by each person

1dentified in Interrogatory 3(a). (c) state the basis upon which approval was

3




granted: (d) state the date approval was granted for the $40.000 loan and provide
any documentation memonalizing that approval: (e) please list the dates on which
loan pavments for 1994 loan were due. and. () please provide documentation
showing the dates and amounts for pavments of interest and principal for the 1994
loan.

Answer 3:

(a) Jerrv Wrayv. Regonal Branch Administrator, and Kerne Quinn,
Manager. were the individuals who worked on the loan request of November 22.
1994

(by The imtial loan request was made 1n person by Ms. Chenoweth on
November 21. 1994. to Jerrv Wrav. Mr. Wray informed Ms. Chenoweth that Kerrie
Quinn. manager of the Plaza Office of West One. would be handling the loan
request. Ms. Chenoweth's accountant FANed to Mr. Wray certain documents
regardang her financial status. These documents were forwarded to Ms. Quinn who
completed a financial and debt service analvsis. Ms. Quinn and Mr. Wray then
discussed the analvsis and agreed that approval of the loan request should be
granted On November 23. 1994 Ms Chencweth came to the Plaza Branch where
she met with Mr Wray and Ms Quinn. signed the appropnate documents and a
cashier's check 1n the amount of the loan was 1ssued.

(c) The bases for the approval of the November 23. 1994 loan are as
follows

Good pavment record on pnor obligations with the Bank:

1




Satisfactory credit report.
Satisfactory Bank relationship for many vears:
Limited debt.
Job stability durning the loan term.
Satisfactory debt service coverage. and
Secondarv repavment available from real estate equities
(d)  The loan request was approved on November 23. 1994.
(e) The loan was established with interest pavments due quarterly and
the pnncipal balance being due on November 23. 1995,
(H The pavment history on the November 23. 1994 loan 1s attached as

Exhibit 3.a.

Question 4: Identifv each person emploved by West One Bank who worked
on or approved the loan that Ms Chenoweth obtained from West One Bank on
November 8. 1995.

Answer 4 The following individuals are the pnmary persons who worked on
and or approved the loan made November 8. 1995. and their respective positions at
that time:

Jerry Wray. Regional Branch Administrator;
Kerrnie Quinn. Manager - Plaza Branch:
Tracy McKinnev. Loan Officer - Plaza Branch. and

Tom Ripke. Chief Credit Administrator




Question 5. 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% of a borrower's assets” State whether this rule was in effect in
1994. If so. state why vou departed from this rule in making the 1994 loan to Helen
Chenoweth.

Answer 5. West One Bank 1s not aware of any general rule in the banking
industry that unsecured loans should be limited to 10% of a borrower's assets. West
One Bank uses a subjective analysis for each loan it makes which includes the
character. capital and capacity of each borrower.

West One Bank 1s aware that a columnist for The Idaho Statesman

attnbuted a quote to a West One Bank manager regarding a “10% general rule”.
Attached as Exhibit 5.a 1s West One Bank's response to this columnist. dated

November 3. 1995. which states. among other things, “[i]t 1s definitely not a policy

of West One Bank that unsecured loans area limited to 10% of assets”.




1 swear that the foregoing Answers to Interrogatories and responses tc
requests for documents are true and correct to the best of my information,

knowledge and belief.

SUBSCRIBED and SWORN efore me this

-

-y, 1906

//—1’ 'L/L.oL..:
Notary Public

My Commission expires . 3 ¢ T2
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November 3, 1995

Mr. Dan Popkey, Columnist
The Idaho Statesman

1200 N. Curtis Road

Boise, ID 83707

Dear Mr. Popkey:

Mr. Lane is currently out of the Bank until next week. Your letter of November 2 to Mr. Lane has been
forwarded to me for a response.

I'm sure you are aware that banking relationships between individuals including political candidates and their
banks is a confidential relationship. To discuss any information whatsoever concerning the details of a
customer’s relationship with the Bank would be entirely inappropriate and a breach of confidence between the
Bank and the customer. Any questions concerning a customer'’s relationship with the Bank should be addressed
to the customer themselves.

It has always been and continues to be the policy of West One Bank to comply with all laws and regulations.
As you well know, loans to political candidates are required to be made in the ordinary course of business and
on no more favorable terms than might otherwise be available to other comparable individuals.

In your letter you make reference to a statement attributed to Joyce Brewer, Manager of West One Bank's
Statehouse Office, that as a "general rule®, unsecured loans are 10% of assets. To draw any conclusions
regarding such a general statement is entirely inappropriate unless you have full and complete information
concerning the specific makeup of an individual's assets, liabilities, income sources and credit record. It is
definitely not a policy of West One Bank that unsecured loans are limited to 10% of assets.

We realize your interest in the subject matter, but also know you appreciate the importance of confidentiality
in personal banking relationships and will understand the necessity of our inability to disclose the information
you have requested.

Cordially,

).
e~ o7 A

Thomas F. Ripke, Jr.

110395.1TR




BEFORE THE FEDERAL ELECTION COMMISSION

)

) MUR 4283
) MUR 4402
)

In the Matter of

RESPONDENT WEST ONE BANK'S ANSWERS
TO INTERROGATORIES AND REQUESTS
FOR DOCUMENTS

Comes now the Respondent. West One Bank. and for its responses to the
Interrogatonies and Requests for Documents 1ssued by the Commission by subpoena
dated June 22. 1996 (and as modified by letter dated July 22, 1996 from Stephan O.

khline to Arthur L. Herold). states as follows:

Question 1: State whether it 1s vour normal course of business to approve
loans after the loan proceeds have been disbursed.

Answer 1. It would not be 1n the normal course of business for West One
Bank to approve loans after the loan proceeds have been disbursed if. 1n fact.
approval was necessarv. However. approval 1s not necessaryv for all loans and was
not a requirement for the November. 1994. loan to Ms. Chenoweth.

Lending hmits are established within West One Bank for each lending unit
or office  When a loan to a borrower exceeds the himit established for the lending
unit or office then approval must be obtained from the Credat Approval department.

The November. 1994. loan to Ms. Chenoweth was made by Kerne Quinn. the
Plaza office manager. The lending hmits for Ms Quinn. without requinng pnor

approval. in November. 1994 were $250.000 for an exasting customer and $150.000




for a new customer. The $40.000 loan to Ms. Chenoweth was well within these
limits and was made without prior approval of the Credit Approval department.
While approval was unnecessary. all loans are documented utilizing the l.oan
Approval Application form. Ms Quinn therefore completed the form and entered 1t
in the loan file as her work schedule permitted.
Attached as Exhibit 1.a. 1s the policy of West One Bank concerning lending
Limits and the requirements for when pnor approval must be obtained. Attached as

Exhibit 1.b. 1s the lending authonty delegated to Ms. Quinn.

Question 2: Please state the usual length of time between an initial loan
application and final disbursement of loan funds for both an unsecured loan and a
loan secured w1ith real property 1n November of 1994 and in October of 1995.

Answer 2: Where no loan approval 1s necessary. the usual length of time
between an mmtial loan application and final disbursement of loan funds for a
personal unsecured loan 1n both November. 1994 and October. 1995 was 24 hours.

The usual length of time between an imtial loan apphcation and final
disbursement of loan funds for a loan secured with real property in both November.

1994. and October. 1995 was between five (3) and ten (10) days.

Question 3. Please state the meaming of the term "WOBRR". and explain
how WOBRR 1« different from the pnme lending rate.
Answer 3. "WOBRR" 1s the acronvm for West One Bank Reference Rate. The

“WOBRR" is used by West One Bank 1n hieu of a pnme lending rate. The bank does

9




not utilize a rate designated “pnme” on any of its loans. The “WOBRR" is an
internal index rate determined by West One Bank in its sole discretion and is based

on a number of factors including the cost of money to West One Bank.

Question 4: Please state the number of personal loans made by West One
Bank during a fifteen day period on either side of the date when the 1994 loan was
made to Helen Chenoweth. which were either not secured or were secured only with
a promissory note. and provide the 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:
State whether the interest rate was adjustable or fixed:

Provide the pnme rate and WOBRR 1n effect on the date the loan was

e. State whether pnncaipal was repaid in installment payments or with a
single balloon pavment at the final repayment date for the loan:

f Provide loan specification sheets distnbuted to loan officers durnng
this penod: and

g Provide a copv of any West One Bank formal policy dictating the terms
a loan officer can use 1n making an unsecured personal loan or a loan secured only
with a promissory note

Answer 4. Most of the information sought by Interrogatorv 4 1s contained 1n

the printouts of loans attached as Exhibits 4.a and 4.b.




West One Bank utilizes accounting software whereby loans are posted into
its asset ledger as either commercial loans or consumer loans. loans are
designated as consumer loans if the repavment is amortized on a monthly
installment basis. If loans are repaid bv a single payment they are designated as
“commercial” loans because the commercial loan ledger, unlike the consumer loan
ledger. 1s programmed to accept single pay notes. Because the November. 1994,
loan to Ms Chenoweth contained a single payvment, it was posted as a commercial
loan along with all other single payment loans. Since the interrogatorv was
directed to consumer loans and single payment loans. consumer loans are included
with the commercial loans. Printouts of both consumer loans and commercial loans
for the periods 1n question have been provided.

The consumer loan printouts contain the following information:

Note Date: The date the loan was executed.

Coll: Contains a code for the tyvpe of collateral securing the loan. The
code number 410 represents the loan was unsecured.

Account Number. The Account Number was supplied instead of a
customer name to protect the names of the bank's customers.

Loan Amo int: The face amount of the loan.

Rate: The actual interest rate charged.

Term: The term of the loan 1n months

Matunty Date: the date the loan will mature.

Fees: The amount of fees charged to process the loan.

F/A: Whether the interest rate was fixed (F) or adjustable (A).

4




The commercial loan printouts contain the following information:

Customer remarks: The account number was supplied instead of a customer
name to protect the names of the Bank's customers.

Loan number: Number assigned to the loan.

Onginal balance: The face amount of the loan.

Note Date: The date the loan was executed.

Rate: The actual interest rate charged.

F/A: Whether the interest rate was fixed (F) or adjustable (A).

Fees paid: The amount of fees charged to process the loan.

Single pay: Y = "balloon” payment: Blank space - installment payments.

a The Bank does not maintain records that correlate loans with account
holders at the Bank. Therefore. no information can be provided in response to this
request.

b Exhibits 4.a. and 4.b. reflect this information.

Exhibits 4.a. and 4.b. reflect this information.

d. As stated 1n response to Interrogatory 3. the Bank does not use a
“pnme rate” for any of i1ts loans. The WOEBRR 1n effect at the time the November.
1994. loan was made was 7.75% and on November 15. 1994, increased to 8.50%.
The loan made to Ms Chenoweth on November 22, 1994, was at 1.5% over the
WOBRR w1th a $400 fee. The effective rate of this loan with the fee amortized over
the one vear loan penod was shghtly over 11%.

Exhibits 4 a. and 4.b. reflect this information.

3




West One Bank does not utilize loan specification sheets.

Excerpts Trom the Bank's loan policy manual are attached as Exhibit

Question 5. Please state the number of personal loans secured with a second
mortgage on residential real property made by West One Bank during a fifteen day
period on either side of the date when the 1995 loan was made to Helen Chenoweth,
and provide the following information relating to such loans:

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

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

Provide loan specification sheets distributed to loan officers during
this penod:; and

d. Provide a copy of any West One Bank formal policy dictating the terms
a loan officer can use 1n making a fixed rate personal loan secured by a second
mortgage on real property.

Answer 5. Most of the information sought by Interrogatory 5 1s contained in
the printouts of loans attached as Exhibits 5.a

The information sought may be gleaned from Exhibits 5.a.




b. As stated in response to Interrogatory 3. the Bank does not use a
“prime rate” for any of its loans. The “WOBRR" in effect at the time the October,
1995, loan was made was 8 75%. The rate had no bearing on the loan to Ms.
Chenoweth 1n October. 1995, as the loan was granted at a fixed rate of 9.67%. The
remaining information sought may be gleaned from Exhibits 5.a.

West One Bank does not utihize loan specification sheets.

Excerpts from the Bank's loan policy manual are attached as Exhibit

Question 6: Is there a general rule in the banking industrv for making
unsecured loans so that a bank would only make such a loan if it were equal to no
more than 10% of a borrower's assets? State whether this rule was 1n effect in
1991

Answer 6: West One Bank 1s unaware of any general rule 1n the banking
industry that unsecured loans should be hmited to 10% of a borrower's assets. West
One Bank uses a subjective analvsis for each loan it makes which includes the
character. capital and capacty of each borrower.

West One Bank 1s aware that a columnist for The ldaho Statesman

attnbuted a quote to a West One Bank manager regarding a “10% general rule”.
Attached as Exhibit 6.a. 1s West One Bank's response to this columnist. dated
November 3. 1995, which states. among other things. “[i]t 1s defimitely not a policy

of West One Bank that unsecured loans are hmited to 10% of assets”.




determining whether to make an unsecured loan to an individual. In answering
this Interrogatory. please provide any written guidelines memonalizing this policy
or procedure.

Answer 7. West One Bank's guidelines for retail. unsecured loans are
attached as Exhibit 7.a. The guidelines provide both general information and credit

evaluation guidelines for unsecured loans.

Question 8: State whether in November of 1994 an individual borrower of an
unsecured loan could repay West One Bank with a single balloon payment rather
than installment payvments of pnnaple. If West One Bank has a formal policy
relating to this issue. please provide a copy of it.

Answer 8: The terms of repavment of any loan made by West One Bank are
determined at the time the loan 1s made. The Bank often makes loans which are to
be repaid with a “balloon™ payment rather than by fully amortized installments.
because repavment 1s tailored to an individual's expected cash flow. West One
Bank has no formal policy statements on “balloon™ payments.

Quesuon 9: Please 1dentufy each account. loan. hine 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) hst the date each

account. loan. hine 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 pavment record for each loan or line of credat.

Answer 9 The only banking relationship the “Chenoweth for Congress
Committee” has had or currently has with West One Bank are the following active
accounts

(a) Demand Deposit Account #1396897 opened May 25. 1993.

(by  Money Market Account #5318882 opened May 23. 1996.

Question 10: Regarding the FEC C-1 report signed by Wayne Crow on 1-30-
95. reflecung 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

Answer 100 Question 10 contains an 1naccurate statement. The $40.000 loan
made 1n November. 1994. was made to Ms. Chenoweth 1n her individual capacity
not to the "Chenoweth Commuttee™ as stated in the question.

(a) The individual who signed the FEC C-1 report on behalf of West One

Bank was Jerry Wray




(b)  The only conversation a West One Bank employee had with a member
of the Chenoweth Committee was a short phone call from Mr. Crow to Mr. Wray
regarding the FEC C-1 report.

(c) No other individuals from West One Bank were involved with the

preparation. review or filing of the FEC C-1 report.




I swear that the foregoing Answers to Interrogatories and responses to

requests for documents are true and correct to the best of my information.

knowledge and belief.

SUBSCRIBED

. 1996.

My Commission expires

and SWORN

v

24

day of

——
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Notary Public
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FEDERAL ELECTION COMMISSION

WY ANV

August 5, 1996

SENSITIVE

The Commission

Lawrence M. Noble
General Counsel

BY: LoisG. Lemer 442
Associate General Counsel

SUBJECT: MUR 4283 and MUR 4402
Requests for Extension of Time

By letters dated July 26 and August 1. 1996, Congresswoman Helen P. Chenoweth and
the Chenoweth for Congress Committee and Wayne Crow., as Treasurer, (“Respondents™) have
requested an extension of 60 days in which to respond to the Commission’s Subpoenas to
Produce Documents and Orders to Submit Written Answers. Attachments |1 and 2. The letters
explain that an extension is necessary because new counsel has recently been obtained and the
requested information and documents are scattered between several locations in Idaho and
Washington. D.C. Furthermore. Congresswoman Chenoweth has only recently returned from
Eastern Europe and has not had the opportunity to analyze the interrogatories and prepare
adequate responses to them. In their second letter. Respondents assure this Office that they
intend to fully comply with the subpoenas and orders. This Office has contacted counsel
telephonically and has been informed that 30 additional days is insufficient to respond to these
interrogatones

As an intenm measure, and to help prevent these Respondents from being out of
compliance with the subpoenas, this Office has granted Respondents a 30 day extension.
Ordinanly this Office might argue that an extension longer than 30 days is unwarranted and that
Respondents waited until the last minute to make their request. However, because of the in depth
nature of the questions, the length of time 1t may take Respondents to locate the requested
materials. and the importance of the responses to the investigation. on balance. an additional 30
day extension appears worthwhile. Accordingly, the Office of the General Counsel recommends
that the Commussion grant an extension totaling 60 days.




1. Grant an extension totaling 60 days to respond to the Commission's
Subpoenas to Produce Documents and Orders to Submit Written Answers to
Congresswoman Helen P. Chenoweth and Chenoweth for Congress Committee

and Wayne Crow, as treasurer.

2 Approve the appropriate letter.

-

Attachments
1 and 2. Requests for Extension of Time

Attorney Assigned: Stephan O. Kline




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Congresswoman Helen P. Chenoweth; ) MURs 4283 and
Chenoweth for Congress Committee 4402

and Wayne Crow, as treasurer-- j
Requests for Extension of Time.

CERTIFICATION

1, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 8, 1996, the
Commission decided by a vote of 5-0 to take the following
actions in MURs 4283 and 4402:

1 Grant an extension totaling 60 days to
respond to the Commission's Subpoenas to
Produce Documents and Orders to Submit
Written Answers to Congresswoman Helen P.
Chenoweth and Chenoweth for Congress
Committee and Wayne Crow, as treasurer.

Approve the appropriate letter, as
recommended i1n the General Counsel's
Memorandum dated August 5, 1996.
Commissioners Aikens, Elliott, McDonald, McGarry, and

Thomas voted affirmatively for the decision.

Attest:

> X
£-9-9 Lioltne Handy
Date & Marjorie W. Emmons
Secretary of the Commtfission

Received 1n the Secretariat: Mon., Aug. 05, 1996 10:27 a.m.
Circulated to the Commission: Mon., Aug. 05, 1996 4:00 p.m.
Deadline for vote: Thurs., Aug. 08, 1996 4:00 p.m.

byr




FEDERAL FLECTION CONININSION

August 13, 1996

Barrs Marcus and Trent Marcus
Marcus. Memmick & Montgomen
737 N 7th Street

Boise. Idaho 83702

RE: MUR 4284 and MUR 4402
Representative Helen Chenoweth
Chenoweth for Congress and

Wavne Crow. as treasurer

Dear Mr Marcus and Mr. Marcus

his 1s a second response to vour letters dated July 26 and August 1. 1996. 1n pan
requesting a sixty day extenston to respond 1o this Office’s Subpoenas to Produce
Documents and Orders to Submit Written Answers in the above-captioned matter. On
August 8. 1996. the Comnussion granted your request for the full sixty dav extension
Accordingly. vour responses are due by the close of business on September 30, 1996

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

Sincerely.

.

Stephan O Khine
Attomey
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BEFORE THE FEDERAL ELECTION COMMISSION

RESPONSE TO INTERROGATORIES
AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402

Chenoweth for Congress Committee and Wayne Crow, as treasurer

1. 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.

RESPONSE:

This respondent does not understand what is meant by the term “relationship” as
used in the above interrogatory. If the term “relationship™ refers generally to the Chenoweth
Committee’s use of space, office equipment and supplies in Consulting Associates’ offices, and
Consulting Associates’ provision of consulting services to the Committee, the individual best
able to answer questions about the Committee's relationship with Consulting Associates is
Vemon Ravenscroft.

2. On Chenoweth Committee reports filed with the Commission, the purpose
lines for many disbursements to Consulting Associates are labeled “rental” or “consulting-
primary.” In connection with disbursements made to Consulting Associates, 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.

RESPONSE:

The term “rental” included use of Consulting Associates’ premises, receptionist
and use of Consulting Associates’ office equipment, such as the adding machine, photocopier,
typewriters, computer, and office supplies. The term “consulting™ included campaign finance
consulting, performed primarily by Vernon Ravenscroft. The individual responsible for deciding
how to describe the purpose of disbursements to Consulting Associates on FEC reports was
Wayne Crow.

3. Please state whether Consulting Associates permitted the Chenoweth
Committee to use the facilities of Consulting Associates. If so, please provide the following

information for each such facility used:

(a) The facility used by the Chenoweth Committee;
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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
commercial market. If so, please provide documentation showing the
amount charged was the usual market charge;

(1) when was the bill paid for the use of Consulting Associates’ facilities; and

() who paid for the use of the facilities.
RESPONSE:

This respondent does not understand what is meant by the term “facilities” in the
above interrogatory. If the term “facilities” means Consulting Associates’ business premises, the
Chenoweth Committee did use Consulting Associates’ facilities. The additional information
requested is as follows:

a. 1843 Broadway Avenue, Suite 102, Boise, Idaho 83706.

b. Respondent does not understand what is meant by the phrase
“separate from consulting services provided by Consulting Associates.” If the phrase means
billed separately from Consulting Associates’ consulting services, the Chenoweth Committee’s
use of the facilities was separate from Consulting Associates’ consulting services. All billings to
the Committee by Consulting Associates were itemized and separated for the Chenoweth
Committee's use of Consulting Associates’ space and office equipment and supplies from the
charges for consulting services performed by Consulting Associates for the Chenoweth
Committee.

c-f.  The Chenoweth Committee’s rental of space and use of office
equipment and supplies in Consulting Associates’ offices are set forth in Vernon Ravenscroft’s
responses to FEC interrogatories, previously provided by Mr. Ravenscroft to the FEC, at pages
6-7.

page 2
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g. Bills from Consulting Associates to the Chenoweth Committee are
attached to the Ravenscroft responses and documents relating to Consulting Associates billings
to the Chenoweth Committee for office space, equipment and supplies are being provided with
these responses.

h. Yes.  Vern Ravenscroft obtained written quotes for computer
rentals, and charged the Chenoweth Committee the same rate as the lowest of three quotes for
two computers used exclusively by the Committee during its occupancy of Consulting
Associates space.  The documentation of that process has been provided as Exhibit #7 to Mr.
Ravenscroft's responses to FEC interrogatories. The Chenoweth Committee paid the same rent
as Consulting Associates paid for its space, with the total rent paid by the Chenoweth Committee
based on the proportion of space in Consulting Associates’ offices used by the Committee.
Vernon Ravenscroft was responsible for billing the Committee for its use of office equipment
and supplies, based on his evaluation of the degree of use by the Committee and his knowledge
of the cost to Consulting Associates. The Committee requested no special treatment, and to this
respondent’s knowledge received none. in its use of Consulting Associates’ space, office
equipment and supplies.

i Payments for rent of Consulting Associates’ space was made
directly to the landlord from July 1993 to December 1993. From January 1994 through January
1995, Consulting Associates billed the Committee for its use of space on a monthly basis.

4. Please describe in detail all goods and services, including consulting
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) [he amount that the Chenoweth Committee was billed for it;

(c) T'he 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 Committce, please list all
Consulting Associates™ personnel who provided the service.

RESPONSE:
This respondent does not understand the meaning of the term “goods.™ as used in
the above interrogatory. If the term “goods™ means use of office space. equipment and supplies,

see response to interrogatory number 3 for the details of the provision of such items and
documentation of the same. With respect to the provision of services to the Chenoweth
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Committee by Consulting Associates, such service can be broken into two categories: (1)
consulting services, and (2) secretarial services.

a. As to consulting services: Consulting services were provided to
the Chenoweth Committee principally by Vern Ravenscroft. Mr. Ravenscroft conceived and
created the finance plan for the campaign following the primary, and provided ongoing campaign
finance advise. His work in this regard took place from 1993, but generally between June 1994
and November 1994 This was similar to Mr. Ravenscroft and Consulting Associates work in the
past. Mr. Ravenscroft is a former chairman of the Idaho State Republican Party, was a state
legislator for twelve years, and ran a number of political campaigns previously. His provision of
services to the Chenoweth Committee was not a departure from his usual services to other
political clients. With respect to Consulting Associates’ billings for these services, see Mr.
Ravenscroft’s responses to identical FEC interrogatories. Documents relating to Consulting
Associates’ billings are being provided with these responses.

b. As to secretarial services: Secretarial and receptionist services
were provided substantially from approximately September 1994 through January 1995. The
Chenoweth committee was billed for a pro rata portion of Diana Chenoweth's salary.
Documents relating to the billings for secretarial services are being provided with these
responses.

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

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

State when the relationship commenced and concluded.
RESPONSE:

This respondent does not understand what is meant by the term “relationship,” or
the phrase "how the relationship developed.” as used in the above interrogatory. If the term
“relationship™ means the manner in which the Chenoweth Committee used, was billed for and
paid for space, office equipment and supplies in Consulting Associates’ offices, no written
agreement exists between the Committee and Consulting Associates, nor was there any specific
and detailed oral agreement regarding the “relationship” between the two. The description in the
Ravenscroft responses (at pp. 4-6) of the evolution of the “relationship” between the Committee
and Consulting Associates is accurate. The “relationship™ concluded largely by November 8,
1994, the date of the general election, and certainly by December 1995, when the Committee
paid off the last amounts owing to Consulting Associates and Consulting Associates had ceased
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doing business. With respect to consulting services provided by Consulting Associates to the
Committee, again, no written or specific oral agreement existed, but Consulting Associates
provided campaign finance consulting services to the Committee on an as-needed basis, and
billed and was paid for its services accordingly.

6. State whether the services provided to the Chenoweth Committee by
Vemnon Ravenscrofl, 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.

RESPONSE:

This respondent does not understand the meaning of the term “agreement” as used
in the above interrogatory. If the termn “agreement™ means a written agreement, the answer is no.

i 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:

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

Provide the terms for each loan or line of credit.
RESPONSE:

The description of the Chenoweth Committee’s accounts contained in West One
Bank Idaho’s responses to FEC interrogatories is accurate.

8. Regarding the FEC C-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.

RESPONSE:

The respondent cannot remember any conversation with West One Bank
employees regarding C-1, but does not dispute the description of a short conversation between
Wayne Crow and Jerry Wray, contained in West One Bank Idaho’s responses. Wayne Crow was
responsible for filling out and reviewing information on the C-1.
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STATE OF IDAHO )
: §8.
County of Ada )

Wayne Crow, being first duly sworn, upon oath, deposes and says:

That he has read the foregoing Responses to FEC MUR 4283 and MUR 4402 and
knows the contents thereof and that the same are true as he verily believes.

-

/7 R
(gt — o A

Wayne Crow ¢

SUBSCRIBED AND SWORN to before me this 4’_ day of September, 1996.

- ‘ ; >
P e L St e
_:7;{-#‘{" i/'7‘~iL_, ff'?tﬂj(/ﬁ
N‘GmryPublicfor aho

Residingat __ /D=7 3 , ldaho

L=y

(SEAL) My Commission Expires: (o -4~ ZED
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BEFURE | HX FEDERAL ELECTION COMMISSION

RESPONSFKFS TO INTERROGATORIES
AND REQUESTS FOR DOCUMENTS

MUR 4283
MUR 4402
Helen Chenoweth

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

a State the length of time you have been a customer of West One Bank or its
predecessors in interest,

Please identify cach sccount, credit card, or other banking transe:tion
(besides a loan or line of credit) that you have had with West One 3ank.
For cach, please provide the following information:

i. List the date each account, credit card, or other banking transaction
was opened, obtained, or 1ok place; and

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

State whether you had & bank account in your name with West One Eank
on cither November 22. 1994 or on October 20, 1995 or both. If so, plase
provide the balance of each such account held in your name for both dztes:

Please list and describe all loans (including a line of credit ar ay kouns
that you guaranteed) you have recetved from West One Bank or any cther
lending institution since 1989, in cither a personal capacity or professional
capacity as an officer of Consulting Associstes, Inc. Please provide copics
of all promissory notes and all other documents merporializing the loars or
used 10 obtain them. For cach such loan, describe the collateral which was
used 0 secure it;

Pleass identify cach person (including loan officers, superviiors,
managers, and any othcer person) associated with West One Bank with
whom you discussed either the loan obtained on November 23, 1994 o: the
loan obtained on November 8, 1995 and describe the nature of the
discussion;

RESPONSES TO INTERROGATORIES AND REQULSTS FOR PRODUCTION - Page |
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Please provids the fbllowing information relating 10 the 1994 loan with
West One Bank:

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

Please provide copies of checks (front and rear) used 0 pay
interest and principal for the 1904 lnan; and

Please identify the source of the money used to pay off the 1994
bank loan.

RESPONSE:

a-d. The information contained in West One Bank Idaho’s response
identical FEC interrogatories 1(a)<d) propounded to it, regarding my banking history with West
One, sppears to be accurate.

c. With respect to the loan I obtained on November 23, 1994, I spoke
with Jerry Wray on November 21, 1994, and with Jarry Wray and Kerry Quinn on November 23,
1994 My discussion with Jerry Wray was brief, and involved the information the bank needed
from me to make the loan. | explained to him that the loan was needed to cover outstanding Jills

from the campuign, wasl W cover expenses of my transition into officc, sinoc 1 would not receive
a paycheck as a member of Congress until the end of January in 1995. My conversation with
Mr. Wray and Kerry Quinn on November 23, 1994 was very brief, as the loan was funded af that
time. Ms. Quinn took me through the loan papers, interest rate and charges applicable to the
loan.

With regpect to the loan 1 obtained on November 8, 1995, I did not spcak
with anyone st West One Bank Idaho. | understand that John Keepan. my atiomey, dealt only
with Jerry Wray of West One in arranging the loan.

t. (i)-(ii). The information provided in West One Bank [daio's
response to FEC intcrrogatory 3(e)<f) propounded 10 it, regarding the due dates and amoun's of
payments on the November 1994 losa, appears tn he accurste. Ax far as I know, all of the
payments were timely, and we even puid the loan principel down ahead of the payment schedule.
Copies of the checks for the payments made prior to the refinance in November 1995 are bzing
provided with these responses.

(iii) Initial payments an the Naovembher 1994 loan wers made with
campaign contributions. The loan was paid off via the refinance and new loan by West One in
November 1995.

2. With regard to your relationsbip with Consulting Associates, Inc., please
provide the following information:

RESPUNSLEY 1U IN I ARROGATORIES AND REQUESTS FOR PRODUCTION - Page 3
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For each year from 1990 through 1993, please state your salary and plcass
describc any non-salary payments you received from Consuling
Associates;

List each period from 1990 through 1993 when you did not work full time
or behalf of Consulting Associaies and stare why you did not work fuli
une.

For each month from January 1. 1994 to the present, please swuate your
salary received from Consulting Associates and please describe any ron-
salary payments you received from Consulting Associates. Estimate th»
number of hours you worked on behaif of Consulting Associates ap1 the
number of hours you worked on campaign related activities in each <uch
month.

Please describe any formal or informal arrangement between you and
Consulting Associstes, or between you and Vemon Ravenacroft, which
siates how your Consulting Associstes salary or other non-salary paym :nts
were derived. State whether your salary was based on the number of hours
vou worked for Conmsulting Associstes. based on a percentage of
Consulting Associates’ profits, or based or some other formula. If vour
salary was based on some other formula, please describe that formula
Pleasc pruvide a copy of any formal agreancent. or any other document
that relates to the amount of salary or other payments you received ji1um
Consulting Associstes

According to financial disclosure forras filed in your name with the 1J.S.
House of Representatives, you reccived payments from Consultng
Associates tomling $25.350 in 1992 and 1993, and $23,450 for the penod
January 1. 1994 through Mav | S of 1994. Please explain why you rece ved
almost the same amount of income from Consulting Associates during the
first quarter of 1994 you received for all of 1992 and 1993.

RESPONSE.

Please see attached income tax returns for 1990-1993. Non-szlary

payments included bonuses and reimbursements for business expenses. Note that the amounts
stated by Vern Kavenscroft in his response o an identical FEC interrogatory regarding my '90-
1993 income from Consulting Associates is inaccurale, and appcars o count bonus payments
twice My honuces were incinded in the gross amounts lListed by Mr. Ravenscroft under “sa’ i .
My gross income from Consuiting Associates, including salary and bonus payments, was as

follows.

1990

1991

1992

1993:

RESPONSES TO INTERROGATORIES AND REQUESTS FOR PRODUCTION - Puge 3
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b. Mrc:pondemdounotmdumdthemnnmgofﬂutm“hnl&m”
as used in the above interrogatory. [f the term “full time™ means a forty-hour work week, the
answer is nonc ] worked full-time an Consulting Associates business from 1990 through 19¢3.

c My monthly income from Consuhing Associazes from January 1994 to the
present was as follows:

January 1994:
February 1994:
March 1994:
April 1994:
May 1954
June 1994:
July 1994:
August:
Scptember:

| received no salary or bonus psyments fromm Consulting Associates .fler
September 1994. I received a payment of approximately when Consulting Associstcs
was finally dissolved and liquidated.

While it is difficult to give an exact description of my time speat on Consulting
Associates bus.ness and campeigning for each moath in 1994, 1 estimate that from January 1994
through Marct 1994, 1 worked approximasely 60 bours per week on Consulting Associstes
business, while campaigning evenings and weekends. From April 1994 through July 1994, |
estdmaie tha: [ worked approximaiely 40 howrs per week uu Cunsulting Associates business. and
an equal amount of time campeigning. ln August 1994, beosuse the congressional race was
becoming more heated and because Vern Ravenscroft and 1 werc winding down Consilung
Associates, | switched my focus and worked most of the ume, appoximately 80 hours per w ek,
campaigning. However, [ speat what little extra time ] had available time doing final work for
my main client at Consuhing Associates, for which nedtber 1 nor Consulting Associates rece. ved
any substantial payments. Most of my income for 1994 was generated, ard paid. prior 10 Aujust
of 1994, when Consulting Associstes began billing the Chenoweth Committee for its campaign
finance consulting work.

d The information provided in Mr. Ravenscroft's response w I'EC
interrogatories regarding our salary amsngement 18 correct. We informally determ ned
appmprate sslanes and honuses over ume during our 16-year busincss rclationship, without
applying a speciiic formula. We considered, at various times, all relevant factors, including 'ime
worked, client satisfaction and results achieved, and revenue produced.

e The suggestion by the FEC’s legal staff that [ receive: a
diepropornionately large ealary for 1994 from Consulting Assnciatee given my campiign
activities later in the year is simply wrong. Likewise. State Democratic Party Chairman Ma k's

RESPONSES TO INTERROGATORIES AND REQUESTS FOR PRODUCTION - Page 4
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suggestion that I somchow funneled campaigns funds 10 my personal use through Consuliing
Associates billings to the Chenoweth Committee is offensive and has absolutcly no basis in fact.
I put in a substantial amount of time on Consulting Associates business until August of 1594,
while also somchow finding nearly as much time to campaign cvenings and weekends. Betwsen
Consulting Associates business and campaigning, it was not unusual for iny workday to reach
sixteen or eighteen hours. After that point, while 1 campaigned more intensively, I also worced
on final Consulting Associates business. Most of my pay for 1994 came from services billed and
paid for by July 1994 or earlier, before Coneulting Associates began billing the Chenoweth
Committee for its campaign finance consulting work, which was performed principally by Vern
Ravenscroft. Because we were winding down Consulting Associates, other income came fiom
collection of outstanding receivables and extraordmary one-ume payments, such as ttose
described in Mr. Ravenscroft’s responses 1o FEC interrogatories on the same subject. The bonus
payments | rcccived in the first quarter of 1994 wece directly related to the liquidatior. of
Consulting Associates' business and my work during that time. The bonus income came months
before Consulting Associates billed and was pald by the Chenoweth Committee for its campeign
finance consulting work, and have no relationship whatsoever to those billings and payments. In
fact, | received no salary or bonus payments from Consulting Associates afier September 1994,
during the time when the Chenowseth Committee was paying for Consulting Associates services.

3 Please m 'de copies of your federal tax retums for the years 1992
through 1995.

RESPONSE:

The requested returns are being provided with these responses.

4. Please state whether Consulting Associates permiticd the Chenovecth
(Committee, or you in your capacity as candidute [or Cutzyress, to use the facilities of Consulting
Associates. [f so0. please provide the following information for each such facility:

8 The ficility used by the Chenoweth Committee;

b. Whether the use of the facility was separam from consulling scrvives
provided by Consulting Associates;

The date the facility was used by the Chenoweth Committee,

The date the Chenoweth Committee was bllled for the use of the facility;
The amount that the Chenoweth Committee was billed for the facility;
How the billing amount was caiculatcd;

Provide copies of any documentation reiating to the billing or relatirg to

the use of facilities;

RESPONSES TO INTERROGATORIES ANU KLQULS 1S FOR PRODUCTION - Page §
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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;

When was the bill paid for the use of Consulting Associates’ facilities, and
5. Who paid for the use of the tacilities
RESPONSE:
This respondent does not understand the mearung of the tam “facility” or the
phrasc “scparato from consulting servioes,” as used in the above interrogarories.  See the
response of Wayne Crow, treasurer of the Chenowcth Committee, to identical FEC

interrogatories, and the responses of Vernon Ravenscroft to identical FEC interrogatones. | The
information provided in those responses appears to be accuraie.

5. Plcase describc in dotail all goods and servioces, including consulting
services, provided by Consulting Associates, as a veador to the Chenoweth Committee, and/cr to
you in vour 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;
Provide copies of any documenis reluling o the billing.

For each service provided to the Chenoweth Committee, please lis: all
Consulting Associates’ personnel who provided the service.

RESPONDL:

See the responset of Mr Crow and Mr. Ravenscroft to identical FEC
interrogatories. The information contained in those responses appears to be accurate.

6 State whether Consuiting Associates extended credit to clients other than
the Chenoweth Committee. If so, please provide the following information:

) What was Consulting Associates normal practice on providing extensions
of credit to clients:

What was Consulting Associates’ standard billing cycle for services

provided to clients; and
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List all instances between 1993 aud 1995 whicu Cuusulling Assuciues
extended credit to non-Chenoweth Committee clients for travel expenses.

RESPONSE:

Yes. See the response of Mr. Ravenscroft o identical FEC interrogatories. The
information containad in those responses appears o be accurate.

7. Statc whether any of Consulting Associatcs’ clients, other than the
Chenoweth Commitiee, bave used the facilities of Consulting Associstes. If 5o, please state:

s All clients who used the facilitics of Consulting Associates;

b. All clients who were candidates fot public office who used the facilities of
Consulting Associstes.

c. Which facilities were used by esch client; and
d. How much each client was charged for cach facility used.
RESPONSE:

Yes. Scc the rosponses of Mr. Ravenscroft to identical FEC interrogatories. The
information contained in those responsss is comrect. With respect o secretarial service) in
particular, while the Chenoweth Committoe was charged at a different rate for secretarial services
thas other clients were charged for incidental use of secretanes (i.e., up 10 8 few hours), the
Chenoweth Committee was in long-term residence at Consulting Associates’ office. used
secretarial resourcws heuvily, and paid a pro-rata share of Consulting Associatcs’ ront. Bocmuse
of the extent of use involved, a different arrangement, under which Committee paid for the actual
cost of the sccretana) services, was warmanted. Had the Committee hired its own searetary to
work at the Consulting Associates offices, the expense would be similar 1o that actually charged
to the Committee by Consulting Associates. Consulting Associates did not contribute unpeid or
subsidized secrewarial services (o the Cosnulittee.

8. State whether the services provided to the Chenoweth Committee by
Vemoa Ravenscroft. Diana Chenoweth, and any other Consulting Associates’ employee, cther
than you, were provided pursuant to an agreement and provide a copy of any such agreement.

RESPONSE:

This respondent does not undarstand the meaning of the term “agreement” as 11sed
in the above interrogatory. If the term “agreement” means a written agreement, the answer is no.

9. State whether Consulting Associstes provided services 10 other, on-
Chenoweth Committee clients. pursuant 0 coasulting agreement and provide copies of all such
agreements entered into between 1993 and 1995.
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RESPONSE:

This respondent does not understand the term “consulting agreement”™ as it is
used in the sbove interrogatory. If the tern “consulting agrecment™ means a written agreerr ent
for servioes, no such agreements were entered into between 1993 mnd 1995. Sce the responss of
Mr. Ravenscroft to an identical FEC interrogatory. The information contained in that response
appears to be accurue.

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,

Please state whether at any time between January 1, 1993 and the present
Consulting Associstes received the subchapter S tax status under the
Internal Revenue Code. If 50, please provide documentation from the
"nternai Revenue Service evidencing this sub-chapter S status;

Please provide copies of Consulting Associates’ federal tax reum
staleruents for the years 1990 to the present,

Please identify the owner of the building at 1843 Broadway. Boise, 1¢aho
occupisd by Consulting Associates from 1993 to 1995 and state the
amouat of rent paid by Consulting Associstes;

Please list all persons employed by Consulting Associates from 1993 to
1998, other than you. and state the salary of wage paid to each individual;

Please state whether you were personally liable for Consulting Associates
rent of any other obligations between 1994 unl 1995.

Please state whether Consulting Associates retains its corporate status
under [daho law. If not, please provide the following information:

When and why Consulting Assoclates ceased operations:

How its assetr were divided up among its shareholders: and

List any payments you received in conpection with this shut down;
List any debts Consulting Associates owed at the time of the shut

down and state to whom any such debts are owed;
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-Who |s responsible for any remaining debts of Consuling
Associates; and

vi Who retains the corporate records of Cansulting Associates;

Who, other than yourself, {8 best able 10 answer questdons abown
Consulting Associates’ b:lls. billing practices, and or services provided to

lients
RESPONSE:

See the responses of Mr. Ravenscroft to identical FEC interrogatonies. The
information contained in those responses is accurate. [p addition. | recerved & payment nf
approximately on the fina] dissolution of Consulting Associates 12 1996.

STATE OF IDAHO )

° 85
County of Ada )
Heien Chenoweth, bemng first duly sworm, upon oath, deposes and says:

Thst sbe bas read the foregoing Responscs to FEC MUR 4283 and MUR 4402
and knows the contcats thereof and that the same are true as she verily behieves.

po , '
et T it 7‘1’/"j
Helen Cheaoweth

SUBSCRIBED AND SWORN to befereme this _~ day of October, 199¢

Notary Public for Idaho
Residing a ’
My Commission Expires:

KRESPONSES TO INTERROGATORIKS AND REQUESTS FOR PRODUCTTON - Page 9
100106 f\asts\cmndets 1363 £33 chenow doc
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In the Matter of

i

GENERAL COUNSEL’S REPORT
INTRODUCTION.

The cases listed below have been identified as either stale or of low priority
based upon evaluation under the Enforcement Priority System (EPS). This report is
submitted to recommend that the Commission no longer pursue these cases.

This is the first Enforcement Priority Report that reflects the impact of the
1996 election cycle cases on the Commission’s enforcement workload. We have
identified cases that are stale which are
recommended for dismissal at this time. This is the highest number of cases
identified as stale in a single report, and the highest number of stale cases

recommended for closure at one time, since the inception of EPS in 1993,




A. Cases Not Warranting Further Action Relative to Other Cases Pending
Before the Commission
EPS was created to identify pending cases which, due to the lower priority of the
issues raised in the matters relative to others presently pending before the Commission, do
not warrant further expenditure of resources. Central Enforcement Docket (CED) evaluates
each incoming matter using Commission-approved criteria, resulting in a numerical rating
for each case.
Closing such cases permits the Commission to focus its limited resources on more important
cases presently pending before it. Based upon this review, we have identified  cases that
do not warrant further action relative to other pending matters.’ Attachment 1 to this report
contains summaries of each case, the EPS rating, and the factors leading to assignment of a
low priority and recommendation not to further pursue the matter.
B. Stale Cases
Effective enforcement relies upon the timely pursuit of complaints and referrals to
ensure compliance with the law. Investigations concerning activity more remote in time
usually require a greater commitment of resources, primarily due to the fact that the evidence
of such activity becomes more difficult to develop as it ages. Focusing investigative efforts
on more recent and more significant activity also has a more positive effect on the electoral

process and the regulated community. In recognition of this fact, EPS provides us with the

3 These cases are: RAD 97L-10 (Citizens for Randy Borow);
RAD 97L-16 (Republican State Central Commuttee of South Dakota); Pre-MUR 347 (Producers Lloyds Insurance
Company); Pre-MUR 348 (Peoples Natonal Bank of Commerce); Pre-MUR 349 (Trump Plaza); Pre-MUR 350
(Citibank, N A.); Pre-MUR 355 (Feingold Senate Commuttee); MUR 4494 (Georgianna Lincoln);

MUR 4586 (Friends of Zach Wamp); MUR 4590 (Oklahoma Educahon Association); MUR 4600 (San
Diego Police Officers Assoc.); MUR 4612 (Teresa Doggett for Congress); MUR 4615 (Catholic Democrats for
Chnstian Values); MUR 4616 (Amencan Legislative Exchange Counal); MUR 4620 (Eastern Connecticut Chamber
of Commerce), MUR 4622 (Telles for Mayor); MUR 4628 (Gutknecht for Congress); MUR 4629 (Jantce Schakowsky);
MUR 4636 (IBEW Local 505); MUR 4637 (Dettman for Congress), MUR 4639 (Larson for Congress); MUR 4641
(Becker for Congress);, MUR 4644 (Detroit City Counal); MUR 4651 (Mike Ryan); MUR 4653 (Pritzker for
Congress); MUR 4656 (H. Carroll for Congress); and MUR 4657 (Buchanan for President).
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means to identify those cases which, though eaming a higher rating when received, remained
unassigned for a significant period due to a lack of staff resources for effective investigation.
The utility of commencing an investigation declines as these cases age, until they reach a

point when activation of a case would not be an efficient use of the Commission's resources.

We have identified  cases that have remained on the Central Enforcement Docket

for a sufficient period of time to render them stale. We are recommending the closure of

6
cases based on staleness.

¢ These cases are: MUR 4283 (Chencweth for Congress); MUR 4341 (Juan Soliz for Congress); MUR 4402 (U.S.
Representative Helen Chenouweth); MUR 4435 (Lincoln for Congress); MUR 4439 (UAIW); MUR 4442 (Lipinski for
Congress); MUR 4444 (Roberts for Congress); MUR 4445 (Rundy Tate for Congress): MUR 44406 (Clinton/Gore ‘96
Primary); MUR 4447 (Random House, Inc.); MUR 449 (Clinton Admimustration); N{UR 4453 (Mike Ward for
Cengress); MUR #4154 (Ralph Nader); MUR 4459 (Clinton/Gere *96); MUR 4474 (Salt for Senate); MUR 4477
(BBDO-New York), MUR 4481 (Dramond Bar Caucus); MUR 4485 (Perot ‘92 Petiion Commuttee); MUR 4486
(Bunda for Congress). MUR 4495 (Pennsylvania PACE for Federal
Elections), MUR 4496 (Noruved for Congress); MUR 4497 (Pease ‘or Congress); MUR 4510 (Stabenow for
Congress); MUR 4511 (Bobk Coffin for Congress); MUR 4514 (Friends for Franks); MUR 4515 (Clinton Investigative
Commussion), MUR 4521 (AMAL 630 AM): MUR 4525 (Senator Larry
Pressler); MUR 4527 (Broman Or Senate), MUR 4536 (Signature Propertics Inc ), MUR 4540 (Tim Johnson for
S0 MUR 4242 (Dan Froca ror Congress), MUR 4332 (Charles 2V Norooc ), MUR 4554 (Johin Byren for
Congress), MUR 4556 (fim i\iggons “or Congress), MUR 4561 (Jay Hoffnan for Congress),

MUR 4564 (National Republican Congressional Commuttee); MUR 4567 (DNC
Services Corp ), MUR 4569 (McGovern Committee); RAD 96L-11 (New
York Republican County Commuttee); Pre-MUR 343 (NRSC); and Pre-MUR 312 (Joseph Demio). The Demio case
involves fundraising related to former Congresswoman Mary Rose Oakar’s 1992 congressional campaign.
It was held as a courtesy to the Department of Justice pending resolution of a parallel criminal matter in the
District Court for the Distnict of Columbia. Mr. Demio recently entered into a plea agreement with the
Department of Justice (on which we were not consulted) in which he agreed, among other things, to warve
the statute of hmitations regarding cvil violations of the FECA. Considenng the age ot the case and
activity, the fact that DOJ has not formally referred this matter to us, and the Commussion’s continuing
resource constramnts, dismmussal is the appropnate disposition of this matter




We recommend that the Commission exercise its prosecutorial discretion and direct
closure of the cases listed below, effective November 17, 1997. Closing these cases as of
this date will permit CED and the Legal Review Team the necessary time to prepare closing

letters and case files for the public record.

RECOMMENDATIONS,
A. Decline to open a MUR, close the file effective November 17, 1997, and approve
the appropriate letters in the following matters:
RAD 96L-11 Pre-MUR 312 Pre-MUR 349
Pre-MUR 343 Pre-MUR 350

RAD 97L-10 Pre-MUR 347 Pre-MUR 355
RAD 97L-16 Pre-MUR 348
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B Take no action, close the file effecive November 17, 1997, and approve the appropriate

letters in the following matters:

MUR 4283
MUR 4341
MUR 4402
MUR $435
MUR 4439
MUR 4442
MUR 4444
MUR 4445
MUR 4446
MUR #4447
MUR 4449
MUR #4453
MUR 4454
MUR 4459
MUR 4474
MUR 477
MUR 4481
MUR 4485
MUR H486

MUR 4494

2/%

MUR 4495
MUR #4960
MUR 4497
MUR 4510
MUR 4511
MUR 4514
MUR 4515

MCR 4521
MUR 4525
MUR 4527
MUR 4536
MUR 4540
MUR 4542
MUR 4552
MUR 4554
MUR 4556
MUR 4561

MUR 4504
MUR 4567

*7///

MUR 4569
MUR 4586
MUR 4590
MUR 4600
MUR 4612
MUR 4615
MUR 4616
MUR 4620
MUR 4622
MUR 4628
MUR 4629
MUR 4636
MUR 4637
MUR 4639
MUR 4641
MUR 4644
MUR 4651
MUR 4653
MUR 4656
MUR 4657

7

" Lawrence M. \oblc
General Counsel




BEFORE THE PEDERAL ELECTION COMMISSION

In the Matter of
Agenda Document No. X97-77
Enforcement Priority

CERTIPICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on December 2,
1997, do hereby certify that the Commission took the follow-

ing actions with respect to Agenda Document No. X97-77:

1. Decjded by a vote of 5-0 to

A. Decline to open a MUR, close the
file effective December 15, 1997,
and approve the appropriate letters
in the following matters:

: RAD 96L-11 i 41 Pre-MUR 347

8. Pre-MUR 348

RAD 97L-10 9. Pre-MUR 349

RAD 97L-16 10. Pre-MUR 350

Pre-MUR 312 11. Pre-MUR 355
Pre-MUR 343

Take no action, close the file effective
December 15, 1997, and approve the
appropriate letters in the following
matters:

4283 . 4442
MUR 4341 . 4444
MUR 4402 ’ 4445
MUR 4435 ; 4446
4439 . 4447

(continued)




federal Election Commission

Certification: Agenda Document
No. X97-77

December 2, 1997

4449 36.
4453 37 .
4454 38.
4459 39.
4474 40.
4477 41.
4481 42.
4485 43.
4486 44.
44954 4S.
4495 46.
4496 47.
4497 48.
4510 49.
4511 50.
4514 Bkt
4515 52.
4521 53.
4525 S4.
4527 55.
4536 56.
4540 57.
4542 58.
4552 B9
4554

4556
4561
4564
4567
4569
4586
4590
4600
4612
4615
4616
4620
4622
4628
4629
4636
4637
4639
4641
4644
4651
4653
4656
4657

11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

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

Marjorie W. Emmons
Selretary of the Commission




FEDERAL ELECTION COMMISSION
WASHINGTON D C 2046}

December 15, 1997

Betty H. Richardson, U S. Attorney

U.S. Department of Justice

United States Attorney - Distnct of Idaho
Box 32

Boise, Idaho 83707

RE: MUR 4402
Dear Ms Richardson:

This 1s in reference to the matter involving U.S. Representative Helen Chenoweth which
vour office referred to the Federal Election Commission on November 27, 1995. After
considering the circumstances of the matter, the Commission has determined to exercise its
prosecutonal discretion and to take no action against the respondents.

Accordingly, the Commission closed its file in this matter on December 15, 1997. This
matter will become a part of the public record within 30 days.

We appreciate your cooperation in helping the Commission meet its enforcement
responsibilities under the Federal Election Campaign Act of 1971, as amended. If you have any
questions, please contact Alva E. Smith on our toll-free telephone number, (800) 424-9530. Our
local telephone number 1s (202) 219-3400.

Sincerely,

Lawrence M Noble
General Counsel

Lois G. Le:'er

Associate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON D C 20463

December 15, 1997

Barry Marcus and Trent Marcus
Marcus, Merrick & Montgomery
737 N. Seventh Street

Boise, Idaho 83702

RE: MUR 4402
Representative Helen Chenoweth; Chenoweth for Congress; and Richard W.
Jackson, CPA. as treasurer

Dear Messrs Marcus:

On November 29, 1995, the Federal Election Commission notified your clients of a
complaint alleging certain violations of the Federal Election Campaign Act of 1971, as
amended. A copy of the complaint was enclosed with that notification.

After considering the circumstances of this matter, the Commission exercised its
prosecutonal discretion to take no action against your clients. This case was evaluated
objectively relative to other matters on the Commission’s docket. In light of the information
on the record, the relative significance of the case, and the amount of time that has elapsed, the
Commission determined to close its file in the matter on December 15, 1997.

The confidentiality provisions of 2 U S C. § 437g(aX 12) no longer apply and this matter
1s now public In addition. although the complete file must be placed on the public record
within 30 davs, this could occur at any time following certification of the Commission's vote.

If vou wish to submit any factual or legal matenals to appear on the public record. please do so
as soon as possible. While the file may be placed on the public record prior to receipt of vour
additional matenals. any permissible submissions will be added to the public record when
recenved

If vou have anv questions. please contact Alva E. Smith on our toll-free telephone
number. (8001 424-9530  Our local telephone number 1s (202) 219-3400

Sincerely.
2
- -
e

F Andrew Tupey
Supervisory Attorney
Central Enforcement Docket




FEDERAL ELECTION COMMISSION

WASHINGTON D C 2046}

December 15, 1997

Arthur L. Herold

Frank M. Northam

Webster, Chamberlain & Bean

1747 Pennsylvania Ave , N W, Suite 1000
Washington, D.C. 20006

RE MUR 4402
West One Bank

Dear Messrs. Herold and Northam:

On November 29, 1995, the Federal Election Commission notified your client of an
amended complaint alleging certain vicolations of the Federal Election Campaign Act of 1971,
as amended. A copy of the complaint was enclosed with that notification.

After considering the circumstances of this matter. the Commission exercised its
prosecutorial discretion to take no action against your client. This case was evaluated
objectively relative to other matters on the Commission’s docket. In light of the information
on the record, the relative significance of the case, and the amount of time that has elapsed, the
Commission determined to close its file in the matter on December 15, 1997

The confidcntiality provisions of 2 U.S.C. § 437g(aX12) no longer apply and this matter
is now public. In addition, although the complete file must be placed on the public record
within 30 days, this could occur at any time following certification of the Commission's vote.

If vou wish to submit anv factual or legal matenals to appear on the public record. please do so
as soon as possible. While the file may be placed on the public record prior to receipt of vour
additional matenals. any permissible submissions will be added to the public record when
received

If vou have any questions, please contact Alva EE Smith on our toll-free telephone
number. (800) 424-9530 Our local telephone number 1s (2021 219-3400

Sincerely.

F Andrew Turl(_\
Supenvisory Attormney
Central Enforcement Docket
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