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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter

T

MUR 695 (78)
Bank of North Carolina )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal
Election Commission, do hereby certify that on December 7,
1978, the Commission approved by a vote of -9 the
recommendation in the General Counsel's Report dated

December 1, 1978 to close the file in this matter.

Attest:

ZaZz/nP . ?/czf»um/

T U

Date Marijorie Y. Emmons
Secretary to the Commission

Signed by the General Counsel: 12=4=78
Received in Office of Commission Secretary: 12-4-78, 4:14
Circulated on 4B hour vote basis: 12-5=78, 12:00



2790400873403

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr :
SUBIBCT: MOR 695 <%

Please have the attached General Counsel's Report
on MUR 695 distributed to the Cosmission on a 48 hour
tally basis.

Thank you.

HEI :
= LN .h Lrl-.blll-u!m" -.._.I‘.‘
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BEFORE THE FEDERAL ELECTION CDHHIFﬁFqT |
December 1, 1978 £ Pq: |4

In the Matter of the )
} MUR 695(78)
Bank of North Carolina )

GENERAL COUNSEL'S REPORT

Responses have been received to the Request for

Additional Information sent by the Reports Analysis Division

on October 25, 1978, The loan from the respondent bank to the

Friends of Luther Hodges Committee was for 5150,000 at a rate

of one per cent above prime. The loan has been retired in full

by Mr. Hodges. This information does not indicate any violations

in connection with this lecan.

RECOMMENDATION

Close the file in this matter.

'%/?6 —”C/();P/;//w

Date William C. Oldaker
General Counsel

ATTACHMENT

1., Letter to Commission
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r. Orlando ] r D
Secretary of the Senate

Office of Public Records

119 D Street, W.E.

Washington, D. C.

Potter,

—F &

i

20510

Att:

]

n: M¥r, Chip Foley

Re: PFriends of Luther Hodges

Dear Mr.
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pers

534 Hempstead Place
Charlotte, North Carolina 28207
November 11, 1978
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Fotter, Staff Director

Mr. Orlando B.
Page Two
November 11, 1978

All of the above loans have been paid in full.

m—
The loans made by James Leutz, George Aubtry, and Deoss Autry

were on demand with no interest and no collateral. The' “ave been
turned into contributions, as is shown in our report covering
the period from July 1, 1978 to July 30, 1978.

At this writing I have not been able to get my hards on a
copy of the original report for the perlcd May 23, 1273 throuch
June 30, 1978. I expect, however, to be able to respond to your
guestions about that report in a day or so.

Sincerely yours,




FEDERAL ELECTION COMMISSION

M5 K SIRFLT N W
WaSHINGTON D0 Nkb i

MEMORANDUM TO CHARLES STEELE

FROM: MARJORIE W. EmMoNS 7AW E -“7""“
DATE: NOVEMBER 22, 1978

SUBJECT: MUR 695 (78) = Interim Status Report

dated 11-16~78; Signed
11-20-78: Received in
OCs: 11-21-78, 10:07
The apove=named document was cirsulated on a 24
hour no-objection basis at 3:30, November 21, 1978,

The Commission Secretarv's Cffice has received

no objections to the Interim Status Report as of 4:00

this date.
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Movember 21, 1978

MEMORANDUM TO: Marge Esmons
FROM: Elissa T. Garr

SUBJECT: MUR 695

Please have the attached Interim Status Report
distributed to the Cosmission.
Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSION
November 16, 1978 A .
' 78 NOV 21 AI0: 0T

(\r THUE

In the Matter of the )

) MUR 695 (78)
Bank of North Carolina )

INTERIM STATUS REPORT

Pursuant to the Commission's determination of October 12,
1978, the matter was referred back to the Reports Analysis
Division. Accordingly, a request for additional information
was sent to the Luther Hodges Campaign Committee on October 25,
1978. As of this date, RAD has not received a response. We
will make a fuller report to the Commission when a reply is

received.

A

/ | h

Date{ William C. Oldaker
General Counsel



BEFORE THE FEDERAL ELBECTION COMMISSION

In the Matter of

)
) MUR 695 (78)
Bank of MNorth Carolina )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Cammission, do hereby certify that on October 12, 1978, the
Camission meeting in Executive Session determined by a vote of 5-1
to rescind the September 28, 1978 finding of reason to believe the
Bank of Morth Carclina may have violated the Federal Election
Campaign Act, as amended; to instruct the Reports Analysis Division
to send a request for additional information to the Friends of
Luther Hodges cammittee; and to leave the file open in MUR 695 (78).

Voting for this determination were Commissioners Aikens,
Harris, Springer, Staebler, and Tiernan. Commissioner Thomson
dissented.

Attest:

{a&&i?!’
Date

Marjorie W. Emmons
Secretary to the Camission




FEDERAL ELECTION COMMISSION

1325k SIKEET NW
WASHINGTON (00 Ndb

MEMORANDUM TO: CHARLES STEELE

U,](E/

FROM: MARJORIE W. EHHGNS'Tﬁ
DATE: OCTOBER 5, 1978
SUBJECT: OBJECTION - MUR 695 - Memo dated 10-2-78

with letter
-5 Received in Office of
Commission Secretary: 10-2-78,

3:13

s The above-named document was circulated on a 48

- hour vote basis at 11:30, October 3, 1978.
Commissioner Aikens submitted an objection a 4:19,

October 4, 1978, thereby placing MUR 695 on the Executive

Session Agenda for October 12, 1978.
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October 2, 1978

MEMORANDUM TO: Marge Emmons
FROM: !1““!- Garry
SUBJECT : MUR 695

Please have the attached Memo and letter distributed
to the Commission on a 48 hour tally basis.
Thank you.
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MEMORANDUM

TO:

FROM:

»
®  mecews

FEDERAL ELECTION COMMISSION

SIREED N W ?&ﬂﬁfz P3|

WASHMNC IO 13, ey

October 2, 1978

The Commission -
William C. ©Olda

Letter in MUR 495(78)

Pursuant to the Commission's determination of

September 28,

1978 that there is reason to believe that

the respondent in the above-referenced MUR viclated

2 U.5.C. 441bla), the attached letter is submitted for

approval.

J
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FEDERAL ELECTION COMMISSION

1325 K SIREED MW
MASHINC IO TRl Modisd

CERTIFIED MAIL

RETURN RECEIPT REQULSTED

James G. Lindley, President
Bank of North Carolina, N.A.
P.0. Box 18868

Raleigh, North Caroclina 27609

Re MUR 695(78)

Dear Mr. Lindley:

Based on information cobtained in the course of
carrying out its supervisory responsibilities, the
Federal Election Commission, on September 28, 1978, has
found reason to believe that the Bank of North Carclina
may have violated certain provisions of the Federal
Election Campaign Act of 1971, as amended., Specifically
it appears that in making unsecured loans for $80,000 in
January, 1978 and 570,000 in April, 1978 to the Friends
of Luther Hodges, the Bank mﬁy have violated 2 U.5.C.
441b(a) which prohibits national banks from making any
contribution or expenditure in connection with a Federal
election. Loans made in connection with a Federal election
are not viplations of the Act if made in accordance with
applicable banking laws and regulatiens and in the ordinary
course of business (See 11 C.F.R. 100.4(b} (13)),

We have numbered this matter MUR £953(78).

Under the Act, vou have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which vou believe are
relevant to the Commission's analysis of this matter.

In addition to any information you may wish to submit,
please submit a statemnent of the Bank's policy or criteria
for makinc unsecured leans in the amounts noted above to

a business customer and how this policy differs when the
lendee is a political committee. Please provide us with
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the terms and conditions of these loans and/or copies

of the loan agreement. In addition, a recent article

in The Washington Star of September 16, 1978, which

is attached, quotes you as saying that the matter involves
"statements which may have been made to the bank ...".

We would appreciate knowing the nature and content of these
statements. Where appropriate, statements should be
submitted under oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after your receipt of this
notification.

This matter will remain confidential in accordance
with 2 U.S.C. §437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation
to be made public.

If you have any questions, please contact Gary D.
Lipkin, the attorney assigneé to this matter at 202-523~
4529,

If you intend to be represented by counsel, please
have such counsel so notify us in writlng.

»+ Sincerely yours,

William C. 0Oldaker
General Counsel

Attachment
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FEDERAL ELECTION COMMISSION

1329 K SIREET S W

WASHING 1ON 10 Nidnad
September 20, 1978
MEMORANDUM TO- CHARLES STEELF Q
FROM - MARJORIE W, EMMONS
SUBJECT - ORJECTION - MUR 695 - First General Counsel's
Report dated 9-18-78: Received

in Office of Commission Secretary:
9-18-78, 10:00

The above-named document was circulated on a 48

hour vote basis at 11:31., September 19, 1978,

Commissioner Harris submitted an obiection at
3:15, this -date, thereby nlacing MUR 695 on the Fxecutive
1378,

Session Agenda for Sentember 27

A cooy of Commissioner Harris' wvote sheet is

attached.

ATTACHMENT :
Copy of vote sheet

ity
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1325 n STREET NV

b

ViASHINCTON, D.C.

FEDERAL ELECTION COMMISSION

20463

Date and Time Transmitted:Seot. /7, 1978 -~ //°

Commissioner AaAAd.
RETURN TO CFFIC{E OF COMMISSION SECRETARY 8Y:
MUR No. 523

- First General Counsel's Repcrt

SEPTEMB

éated 9-13-78

( ) 1

approve the recommendation

EV'"} I osject To the recommendation
COMMENTS: A "':-:‘*-'-IP s oe“l'-""-h:ﬁ. .‘;'Lﬂ"r-"!.".. -_/'-_
Tt i WAL UR IR g el
-y , Y
| Y - ¥ q .
Date: ﬁ{ - ”JJr?%:S':gnature: ‘_'L_gm:.?- i P
THE QFFICE 0F GENERAL COUNSEL WILL TAKE ND ACTICH I THIE MATTEIR

UNTIL THE APSSQVAL OF FOUR COMMISSICNERS
RETURN ALL PAPERS NO LATER
THE :=F_J,.EZ OF COMMISSION SECRETARY.

a8 RELT 15 as

....,_."'.-._

THAN THE DATE ANWD T2%E ES=OWN 220VE 70
ONE OBJECTI2Y ®LACER 73R ITTH

O THE EXZCUT.VE SESSION AGENECA,
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S e .d;ﬁ:—“:—:r
“ . Septamber 18, 1978
MEMOBANDUM TO: Narge Esmons
. TROM: Elissa T. Garr
SUBJRCY 1 MOR 695 -

Please have the attached First Gemerlh Counsel's
Report on NUR 695 distributad ‘to the Commission on a 48
hour tally basis.

Thank you.

witomt e Rl Ly a -




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 695
Bank of North Carolina )

CERTTFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Commission,
do hereby certify that on September 28, 1978, the Camission determined
by a vote of 5-0 to find a violation of the Federal Election Campaign
Act, as amended, may have been camitted in the above-captioned matter
and to procede with an investigation.

Commissioner Tierman was not present at the time of the vote.

Attest:
o £ _W Z) 493#%
Date Marjori
Secre tc- the Commission



.EDERAL ELECTION COMMISS IC.
1325 K Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR NO,. 695

BY OGC TO THE COMMISSION SEP 1§ 1978 DATE COMPLAINT RECEIVED
BY 0OGC
STAFF

MEMBER Gary D. Lipkin

SOURCE : Referral from the Department of Justice
RESPONDENT'S NAME: Bank of North Carolina

" RELEVANT STATUTE: 2 U.S.C. 441b(a)

=

%

ﬂ}NTERNAL REPORTS CHECKED: Luther Hodges and Friends of Luther Hodges

-

~FEDERAL AGENCIES CHECKED: None

SUMMARY OF ALLEGATIONS

—

) In a letter dated August 28, 1978 from Philip B. Heymann, Assistant

~Attorney General, Criminal Division of the Department of Justice, the
Commission was advised, pursuant to paragraph 2 of our Memorandum of
Understanding, that the Department has received information, from a
confidential informant, that three directors of the Bank of North Carolina
may have caused approximately $165,000 in bank assets to be contributed to
the 1978 Senatorial campaign of Luther Hodges. Accordingly, the Federal
Bureau of Investigation has been asked to conduct an investigation.

PRELIMINARY LEGAL ANALYSIS

The letter of referral has been sent pursuant to paragraph 2 of the
Memorandum of Understanding between the Department of Justice and the
Commission. This paragraph sets out a "mutual recognition" that not all
violations of the FECA, even those committed knowingly and wilfully, may
be proper subjects for criminal prosecution under §4419. It later describes



® R
what kinds of violations the Commission should refer to the Department.l/

Paragraph 4 of the Memorandum sets out when the Department is to
refer matters to the Commission. It states that the Department is to
apprise the Commission of information indicating “probable violations"

of Title 2 "at the earliest opportunity." Even when the Department
determines that the probable violations amount to "significant and
substantial, knowing and wilful violations," it is to "endeavor to make

available to the Commission evidence developed during the course of its
investigation subject to restricting law.

Finally, where the Department determines that evidence of a probable
violation does not amount to a significant and substantial violation, it
will "refer" the matter to the Commission.

The information received from the Department of Justice indicates
a b0551b1e'v1olatlon of 2 U.S.C. 441b(a) which makes it unlawful for a
national bank to make a contribution or expenditure in connection with
any election to any political office.

— A review of the reports of the respondent show contributions from
four individuals associated with the Bank of North Carolina and sub-
‘'stantial loans from the bank to the Committee. However, the reports
show nothing that is irregular on its face.2/

~

.- Based on the letter from the Department of Justice, additional
information may become available which will show whether and how any
c~violations occurred.

- RECOMMENDATION

p—

Keep file open and approve the attached letter.

~
1/ "Knowing and wilful violations which are significant and substantial
Tand which may be described as aggravated in the intent in which they
were commltted or in the monetary amount involved..." Factors to be
'con51dered are”’the repetitive nature of the Acts the existence of a practice
or pattern, prior notice, and the extent of the conduct in terms of
geographic area, persons, and monetary amounts, among many other consi-
derations.”

2/ The four contributions total $1,650. One loan, for $80,000 was made

on January 31, 1978, and was endorsed by the candidate. The second was
made on April 7, 1978 and was for $70,000. While no part of the principal
of these loans appears to have been repaid, the reports show that payments
on the accrued interest, in the amount of $2,646.31, have been made through
June of 1978.

Attachments

1. Referral Letter
2. Letter to Department of Justice
3. Certification
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Mr. William Oldaker

Gencral Counsel

Fedaoral Election Commission
1325 K Strect, 1.W.
Washington, D.C. 20463

Ro: Bank of North Carolina
Dear Mr. Oldaker:

Pursuant to maraudraph 2 of our Memorandum of
Understancing, this is to advise the Cormission that
the Denartmont of Justice has received information
that threec directors of the Bank of llorth Curolina
may have causad approximately 515,000,000 in bank
assots to be contributed to the 1978 Senatorial
Primary campaiqn of Luther ilodges. The source of
this information is a confidential informant who has
contacted the .'ederal Bureau of Investigation,

We have reruested thoe Bureau to conduct
approoriate investigation of possible violations of
2 U.5.C, 44la, 441b, 441F, 4419 and 18 U.S.C. 1014
which may be involvad here,

Sincerely,

+

Philip B. Heymann
Assistant Attorney General

Criminal Division

byt Thomas [l. lendarson, Jr.
Chief, Public Tuterrity Soction

vrwi



FEDERAL ELECTION COMMISSION

5 b STRELD N W
WASHPCION, DU 206db 4

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Philip B. Heymann
Assistant Attorney General
Criminal Division

U.S5. Department of Justice
Washington, D.C. 20530

Re: MUR 695 (78)

Re: PBH:THH:CCD:ema
186~-55~NEW

Dear Mr. Heymann:

We are in receipt of your letter by Thomas H.
Henderson, dated August 28, 1978, in which you state
that you have begqun an investigation into allegations
that three directors of the Bank of North Carolina caused
515,000 of bank assets to be contributed to the Senatorial
campaign of Luther Hedges.

Since the information you have provided indicates
possible civil violations under the Federal Election Campaign
Act, we reguest that you apprise us of the evidence you
develop during the course of your investigation or refer
the matter to us for the Commission's consideration as
promptly as possible.

The Commission has opened a file in this matter, number
Matter Under Review "MUR 695 (78)." Please refer to this
number in all future correspondence.

The attorney assigned to this matter is Gary D. Lipkin
who can be reached at 523-4529.

We appreciate your cooperation in this matter.

Sincerely yours,

William C. Oldaker
General Counsel
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UNITED STATES DEPARTMENT OF JUSTICE - | amuR 425
WASHINGTON, DG, 20530 .
yised ¥ i ¥ !.l . ‘I"D
Address Reply 10 the Adguaet g, 1978 g b ¢ .
Uivinkan Tndicatod

and Hefer b0 Initials and N omber

PBH:THH:CCD:ema
186-55-NEW

Mr. William Oldaker
General Counsel
-_— Federal Election Commission
1325 K Street, N.W. |
by Washington, D.C. 20463

= Re: Bank of North Carolina

Dear Mr. Oldaker:

Pursuant to paragraph 2 of our Memorandum of

= Understanding, this is to advise the Commission that

. the Department of Justice has received information
that three directors of the Bank of North Carolina

= may have caused approximately 5165,000,00 in bank
assets to be contributed to the 1978 Senatorial

b Primary campaign of Luther Hodges. The source of

this information is a confidential informant who has
contacted the Federal Bureau of Investigation.

We have requested the Bureau to conduct
appropriate investigation of possible violations of
2 U.S5.C. 44la, 441lb, 441f, 4413 and 18 U.S5.C. 1014

which may be involved here.

Sincerely,

Philip E. Heymann
Assistant Attorney General
Criminal Division

= el /]
éf . ? ;

H. Wk e

By:ﬁf homas H. Henderso Jr.

Chief, Public Integrity Section



U, 5 DEPARTMENT OF JUSTICE
WASHINGTON, D. C. 20530

- —

OFFICIAL BUSINESS

iﬁl_‘ﬁ" FOR PRIVATE USE, $300
—

POSTAGE AND FEES PAID
U. 5. DEPARTMENT OF JUSTICE
RIS JUS-a3

Mr, Oldaker/ 5 (' ... ll. v
General Counsel

Federal Election Commission
1325 K Street, N.W,
Washington, D.C. 20463
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FEDERAL ELECTION COMMISSION

D o fasiksf Mvocal Coeupel Tocles Loatf

The above-described material was removed from this
file pursuant to the following exemption provided in the
Freedom of Information Act, 5 U.S.C. Section 552(b):

(1) Classified Information (6) Personal privacy
~ (2) Internal rules and (7) Investigatory
practices files
_____ (3) Exempted by other ____(8) Banking
statute Information
(4) Trade secrets and (9) Well Information

commercial or
financial information

5 (5) Internal Documents

s /
Signed _«<F ey P"a :ﬁ//Zv
74 'Iui"r ve=—r—7

date 24-/20F

(geocgraphic or
geophysical)

FEC 9-21-77
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter )
} MUR 695 (78)
Bank of North Carolina )
CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal
Election Commission, do hereby certify that on December 7,
1978, the Commission approved by a wote of §-0 the
recommendation in the General Counsel's Report dated

December 1, 1978 to close the file in this matter.

Attest:
la/1/s8 WM _
Date Marjorie W. Emmons
Secretary to the Commission
Signed by the General Counsel: 12-4-78

Received in Office of Commission Secretary: 12-4-78, 4:14
Circulated on 48 hour vote basis: 12-5-78, 12:00
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o On MUR 695 distributed to the Commission on & 48 hour ~
— tally basis. '

Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSIO
December 1, 1978 [ Eﬁtf Pq: |4

In the Matter of the

e

MUR 695(78)
Bank of North Carolina )

GENERAL COUNSEL'S REPORT

Responses have been received to the Request for
Additional Information sent by the Reports Analysis Division
— on October 25, 1978. The loan from the respondent bank to the

Friends of Luther Hodges Committee was for $150,000 at a rate

19

of one per cent above prime. The loan has been retired in full

~— by Mr. Hodges. This information does not indicate any violations

in connection with this loan.

_ BEFDMHENDATIDH
- Close the file in this matter,
Cl..
! S .
dq4/18 A R

! Date William C, Oldaker
General Counsel

ATTACHMENT

1. Letter to Commission
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R P T 534 Hempstead Place
SR Rl el Charlotte, North Carolina 28207
7} ﬂﬁ November 11, 1978

S 2400
Mr. Orlando B, Potter, Staff Director NC bﬁmc'g?%
Secretary of the Senate -
Office of Public Records 5]‘5\-'*’ ﬁl,‘&ﬁ.\'ﬂs
119 D Street, N.E. :
Washington, D. C. 20510

i

Atten: Mr. Chip Foley
—

Re: Friends of Luther Hodges
o

Bear Mr. Potter:
-_— My reaponse to your letter of October 25th has been dela
by the facl that I am commuting between home in Charlotte and
“my teaching position in Durham.

—

N

With respect to the repert covering the period of May 1
3978 through May 22, 1973, the obligations about which you
inquired were as follows:
~
1. The loan in the amount of $100,000 from City Natlonal
Bank was at prime plus one-half per cent for a term of one
year, collateralized by my endorsement and by securities
owned by me personally.

-
-

2. The loan from Bank of MNorth Carolina in the amount of
$150,000 was at prime plus one per cent for a term of one
year, sccured by my personal endorsement.

3. The loan from Bankers Trust of South Carolina in the
amount of $100,000 was at prime for a term of one year
secured by my personal endorsement and by securlties owned
by me personally.




Mr. Orlando B. Potter, Staff Director
Page Two
November 11, 1978

All of the above loans have been paid in full.

The loans made by James Leutz, Geargé_zaz;gj‘and bess Autry
were on demand with no interest and no collateral. They have been
turned into contributlons, as is shown in our report coverinr
the period from July 1, 1978 to July 30, 1978.

At this writing I have not been able to get my hands on a
copy of the original report for the pericd May 23, 19783 throuch
June 30, 1978. I expect, however, to be able to respond to your
questions about that report in a day or so.

— Sincerely yours,

Luther H. Hodges, Jr.] Traasurer
Friends of Luther Hod,lcs




FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON. DIC. 20463

MEMORANDUM TO CHARLES STEELE

FROM: MARJORIE W. EMMoNs 776N E —t‘?f‘_

DATE: NOVEMBER 22, 1978

SUBJECT: MUR 695 (78) - Interim Status Report
dated 11-16~-78; Signed

11-20-78; Received in
0oCs: 11-21-78, 10:07

The above-named document was circulated on a 24
hour no-objection basis at 3:30, November 21, 1978.

The Commission Secretary's Office has received
no objections to the Interim Status Report as of 4:00

this date.




- Please have the attached Intu:lnlﬁh. Report
= = .- 1 el -- i \L
o distributed to the Commission.

~ Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSION

November 16, 1978 79 NOV 21 Al0: 0t

In the Matter of the
MUR 695 (78)

T St

Bank of Morth Carolina

INTERIM STATUS REPORT

Pursuant to the Commission's determination of October 12,
™.1978, the matter was referred back to the Reports Analysis
bivision. Accordingly, a request for additional information

was sent to the Luther Hodges Campaign Committee on October 25,

7
1978. As of this date, RAD has not received a response. We

—_—

I
]

0
¥ |

__will make a fuller report to the Commission when a reply is

ffreceived.
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/ Datef William C.” o¥daker
j General Counsel
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EEFORE THE FEDEFAL ELECTION OOMMISSION

In the Matter of )
) MUR 695 (78)
)

Bank of North Carolina

CERTIFICATION

I, Marjorie W. Bmmons, Secretary to the Federal Election
Commission, do hereby certify that on October 12, 1978, the
Commission meeting in Executive Session determined by a vote of 5-1
to rescind the September 28, 1978 finding of reason to believe the
Bank of North Carplina may have viclated the Federal Election
Campaign Act, as amended; to instruct the Reports Analysis Division
to send a request for additional information to the Friends of
Luther Hodges cammittee; and to leave the file open in MUR 695 (78).

Voting for this determination were Commissioners Aikens,
Harris, Springer, Staebler, and Tiernan. Comissioner Thomson
dissented.

Attest:

sefralye
Date




FEDERAL ELECTION COMMISSION

1325 K STREET NW
WASHINGTON DC . 20463

MEMORANDUM TO: CHARLES STEELE U}Eﬁ/

FROM: MARJORIE W. EMMONS
DATE: OCTOBER 5, 1978
SUBJECT: OBJECTION - MUR 695 - Memo dated 10-2-78

with letter
Received in Office of
Commission Secretary: 10-2-78,
3:13
The above-named document was circulated on a 48

hour vote basis at 11:30, October 3, 1978.

Commissioner Aikens submitted an objection a 4:19,
October 4, 1978, thereby placing MUR 695 on the Executive

Session Agenda for October 12, 1978.
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to the Commission on a 48 hour u.'lla-hlll.
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FEDERAL ELECTION COMMISSION

1425 K STREET MW
WASHINGTON DL, 20461

October 2, 1978

MEMORANDUM

TO: The Commission
William C. 0Olda

Letter in MUR 495(78)

Pursuant to the Commission's determination of
September 28, 1978 that there is reason to believe that
the respondent in the above-referenced MUR violated
2 U.5.C. 441b(a), the attached letter is submitted for

approval.
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FEDERAL ELECTION COMMISSION

1325 K SIRIET MW
WASHINGTON D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James G. Lindley, President
Bank of North Carolina, N.A.
P.O. Box 1E868

Raleigh, North Carolina 27609

Re: MUR 695(78)

Dear Mr. Lindley:

Based on information obtained in the course of
carrying out its supervisory responsibilities, the
Federal Election Commission, on September 28, 1978, has
found reason to believe that the Bank of North Careolina
may have violated certain provisions of the Federal
Election Campaign Act of 1971, as amended. Specifically
it appears that in making unsecured loans for $B0,000 in
January, 1978 and $70,000 in April, 1978 to the Friends
of Luther Hodges, the Bank miy have violated 2 U.S.C.
441b(a) which prohibits national banks from making any
contribution or expenditure in connection with a Federal
election. Loans made in connection with a Federal election
are not violations of the Act if made in accordance with
applicable banking laws and regulations and in the ordinary
course of business (See 11 C.F.R. 100.4(b) (13)).

We have numbered this matter MUR 695(78).

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are
relevant to the Commission's analysis of this matter.

In addition to any information you may wish to submit,
please submit a statement of the Bank's policy or criteria
for making unsecured loans in the amounts noted above to

a business customer and how this policy differs when the
lendee is a political committee. Please provide us with
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the terms and conditions of these leocans and/or copies

of the loan agreement, In addition, a recent article

in The Washington Star of September 16, 1978, which

is attached, quotes you as saying that the matter involves
"statements which may have been made to the bank ...".

We would appreciate knowing the nature and content of these
statements. Where appropriate, statements should be
submitted under oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after your receipt of this
notification.

This matter will remain confidential in accordance
with 2 U.S5.C. §437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation
to be made public.

If you have any gquestions, please contact Gary D.
Lipkin, the attorney assigned to this matter at 202-523-

4529,

If you intend to be represented by counsel, please
have such counsel so notify us in writing.

¥ Sincerely yours,

William C. Oldaker
General Counsel

Attachment




FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON D0 20463
September 20, 1978

MEMORANDUM TO- CHARLES STEELFE Q
MARJORIE W. EMMONS s

SUBJECT - OBJECTION - MUR 695 - First General Counsel's
Report dated 9-18-78; Received

in Office of Commission Secretary:
9-18-78, 10-00

FROM -

The above-named document was circulated on a 48

hour vote basis at 11-30. September 19, 1978.

Commissioner Harris submitted an objection at

3:15, this date, thereby placing MUR 695 on the Executive

Session Agenda for September 27. 1978.

A copy of Commissioner Harris' wvote sheet is

attached.

ATTACHMENT :
Copy of vote sheet




FEDERAL ELECTION COMMISSION
1325 K STREET N.W (8SEP2U P3J:

WASHINGTON, D.C. 20463

Date and Time Transmitted:Sept. /9, 1978 - //

Commissioner zmﬂ

RETURN TO OFFICE OF COMMISSION SECRETARY 8y: SEPTEMBER &7, 1878 - //-J

MUR No. 695 = First General Counsel's Report dated 9-18-78

I

( ) 1! approve the recommendation

(v 1 object to the recommendation

comments: X Hud,  \or slonty St ol

J

Date: ﬁ'%-qa‘ignature: %\:’yr T, h"&-ﬂﬂ.

THE QFFICE OF GENERAL COUNSEL WILL TAKE "40 )'-‘-E"'IGN IN THIS Ma

UNTIL THE APPROVAL OF FOUR COMMISSIONERS IVED. EA

RETURN ALL PAPERS NO LATER THAN THE DATE AND .'"'-11-' SHOWN ABOVE T0
THE QFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITEM
4 THE E“'.E"” YE SESSION AGEMNCA.
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hour tally basis. .
Thank you.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MR 695

Bank of MNorth Carolina )

CERTTFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Cammission,
do hereby certify that on September 28, 1978, the Commission determined
by a vote of 5-0 to find a violation of the Federal Election Campaign
Act, as amended, may have been committed in the above-captioned matter

and to procede with an investigation.

o

— Commissioner Tiernan was not present at the time of the vote.

—_ Attest:
+ zalz [28 Z/ 4@?&,
= Date Marjori¢ N. Emmons

Secre to the Cammission




.EDERHL ELECTION CDHHISSIC.
1325 K Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR NO. 695

BY OGC TO THE coMMIssion oEP 18 1978 DATE COMPLAINT RECEIVED
. BY 0OGC
STAFF
MEMBER Gary D. Lipkin

SOURCE : Referral from the Department of Justice

RESPONDENT'S NAME: Bank of North Carolina
—~ e

“RELEVANT STATUTE: 2 U.S.C. 441b(a)
5 O

—
-y .

INTERNAL REPORTS CHECKED: Luther Hodges and Friends of Luther Hodges
o

c
CFED&EAL AGENCIES CHECKED: None

——

.
o SUMMARY OF ALLEGATIONS
c o

In a letter dated August 28, 1978 from Philip B. Heymann, Assistant

pﬁttﬁrney General, Criminal Division of the Department of Justice, the
Commission was advised, pursuant to paragraph 2 of our Memorandum of
Understanding, that the Department has received information, from a
confidential informant, that three directors of the Bank of North Carolina
may have caused approximately $165,000 in bank assets to be contributed to
the 1978 Senatorial campaign of Luther Hodges. Accordingly, the Federal
Bureau of Investigation has been asked to conduct an investigation.

PRELIMINARY LEGAL ANALYSIS

The letter of referral has been sent pursuant to paragraph 2 of the
Memorandum of Understanding between the Department of Justice and the
Commission. This paragraph sets out a "mutual recognition" that not all
violations of the FECA, even those committed knowingly and wilfully, may
be proper subijects for criminal prosecution under §441j. It later describes




® - @
what kinds of violations the Commission should refer to the Department.1/

Paragraph 4 of the Memorandum sets out when the Department is to
refer matters to the Commission. It states that the Department is to
apprise the Commission of information indicating "probable wviolations"
of Title 2 "at the earliest opportunity." Even when the Department
determines that the probable violations amount to "significant and
substantial, knowing and wilful violations," it is to "endeavor to make
available to the Commission evidence developed during the course of its
investigation subject to restricting law. "

Finally, where the Department determines that evidence of a probable
violation does not amount to a significant and substantial violation, it
will "refer" the matter to the Commission.

The information received from the Department of Justice indicates
a’bossible'vialation of 2 U.5.C. 441b(a) which makes it unlawful for a
national bank to make a contribution or expenditure in connection with
any election to any political office.

— A review of the reports of the respondent show contributions from
four individuals associated with the Bank of North Carolina and sub-
'starftial loans from the bank to the Committee. However, the reports
shGE‘nothing that is irregular on its face.2/

~ Based on the letter from the Department of Justice, additional

information may become available which will show whether and how any
violations occurred.

RECOMMENDATION

" Keep file open and approve the attached letter.

1/ "Knowing and wilful violations which are significant and substantial

nd Swhich may be described as aggravated in the intent in which they
werg committed, or in the monetary amount involved..." Factors to be
considered are”the repetitive nature of the Actg the existence of a practice
or pattern, prior notice, and the extent of the conduct in terms of
geographic area, persons, and monetary amounts, among many other consi-
derations.”

2/ The four contributions total $1,650. One loan, for $80,000 was made

on January 31, 1978, and was endorsed by the candidate. The second was
made on April 7, 1978 and was for $70,000. While no part of the principal
of these loans appears to have been repaid, the reports show that payments
on the accrued interest, in the amount of 52,646.31, have been made through
June of 1978,

1. Referral Letter
2. Letter to Department of Justice
3. Certification
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PDH:THH:CCD:ema
186-55-HEW

Mr. William Oldaker

General Counsal

Federal Election Commission
1325 K Street, NHN.W.
Washington, D.C. 20463

Re: PBank of North Carolina
Dear Mr, Oldaker:

Pursuant to paragraph 2 of our Memorandum of
Understanding, this is to advise the Commission that
the Department of Justice has recelved information
that three directors of the Bank of North Cuarolina
may have causcd approximately $165,000,00 in bank
asscts to be contributed to the 1978 Senatorial
Primary campaign of Luther Hodges. The source of
this information is a confidential informant who has
contacted the 'ederal Bureau of Investigation.

We have requested the Bureau to conduct
approoriate investigation of possible violations of
2 U.5.C. 44la, 441b, 441f, 4414 and 18 U.S.C. 1014
which may be iavolvad here,

Sincerely,

Philip B. Heymann
Aasistant Attorney General

Criminal Division

Byt Thomas H. Hendorson, Jr.
Chief, Public Inteqrity Section

-——
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FEDERAL ELECTION COMMISSION

1VS KSIREET MW
WASHING TON D C. X463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Philip B. Heymann
Assistant Attorney General
Criminal Division

U.S. Department of Justice
Washington, D.C. 20530

Re: MUR 695 (78)

Re: PBH:THH:CCD:ema
186-55-NEW

Dear Mr. Heymann:

We are in receipt of your letter by Thomas H.
Henderson, dated August 28, 1978, in which you state
that you have begun an investigation into allegations
that three directors of the Bank of North Carolina caused

* 5165,000 of bank assets to be contributed to the Senatorial

campaign of Luther Hodges.

Since the information you have provided indicates
possible civil violations under the Federal Election Campaign
Act, we request that you apprise us of the evidence you
develop during the course of your investigation or refer
the matter to us for the Commission's consideration as

promptly as possible.

The Commission has opened a file in this matter, number
Matter Under Review "MUR 695 (78)." Please refer to this
number in all future correspondence.

The attorney assigned to this matter is Gary D. Lipkin
who can be reached at 523-4529.

We appreciate your cooperation in this matter.

Sincerely yours,

William C. Oldaker
General Counsel
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PEH:THH:CCD:ema

186-55-NEW

805765

Mr. William Oldaker

General Counsel

~+ o Federal Election Commission
1325 K Street, N.W.

e ¢ Washington, D.C. 20463

s U "

Re: Bank of North Carclina

13
|

Dear Mr. Oldaker:

Pursuant to paragraph 2 of our Memorandum of
Understanding, this is to advise the Commission that
the Department of Justice has received information
that three directors of the Bank of North Carolina
may have caused approximately $165,000,00 in bank
assets to be contributed to the 1978 Senatorial
P Primary campaign of Luther Hodges. The source of

this information is a confidential informant who has
contacted the Federal Bureau of Investigation.

n

We have requested the Bureau to conduct
appropriate investigation of possible violations of
2 U.S.C. 441a, 441b, 441f, 4413 and 18 U.S.C. 1014
which may be involved here.

Sincerely,

Philip B. Heymann
Assistant Attorney General
Criminal Division

£

Wb

homaﬁ H. Henderso Jr.

By:

Chief, Public Integrity Section
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Mr. Oldaker ", . ... il wd
General Counsel

Federal Election Commission
1325 K Street, N.W,.

Washington, D.C. 20463
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FLDLRAL ELECTION COMMISSION

AWASHING TON [3C . 046

W9k STRILTE NW

THIS IS THE BEGIMIING OF MUR & _é_f_;/

Date Filmed \.3 /’S/W{J.imuru Ho, === 2
Careraman 5 p&




