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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter

Bank of North Carolina
MUR 695 (78)

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 6-0 the

recommendation in the General Counsel's Report dated

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

Attest:

Date
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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an 6"(95 distribut*4to thi Comissiom; an a 48 hour
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BEFORE THE FEDERAL ELECTION COMMIPPO :1

December 1, 1978 ~P:1

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 $150,000 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 loan.

RECOMMENDATION

Close the file in this matter,

Date William C. Old'aker
General Counsel

ATTACHMENT

1. Letter to Commission



~Thr G 12': 23
534 Hempstead Place

L. j Charlotte, North Carolina 28207

AXPI November 11, 1978

%I'Lo

Mr. Orlando B. Potter, Staff D-irector NC..
Secretary oL t-he Senate
Office of Public Records *~
119 D Street, N.E.
Washington, D. C. 20510

Atten: Mr. Chip Foley

N ~ Re: Friends of Luther Hodges

Dear r.Potter:

My res7ponIJc to you-r letter of Octob..er ?5th has been delIayed
by the fact ht am c o u tin-- bet-ween home in Charlotte and
m-y teachinc- -ro'7'Ition in Dur'ham.

With re:7>2 _ct to the report covering- the period of May 15,
1978 throu.ghI M.ay 22, 17,the obligations about w,,hi-ch you
inquired waere as follows:

C", ~1. The loan in the amwount of $1l_00,00I0 from C7ity 'National
B a nk Ias a t p-.rme- plus one-half per cent for a term of one

N ~ year, collateralized by my endorsement and by securities
owvned by ,-,e personally.

2. The loan from Bank of North Carolina in the a:on of
$15 0,)0 00 was at orime nluS) one zer cent for a term of one
year, s-cured by my personal endorsement.

3. The loa7n from Bankers Trus-t o ot aoiai h
a m ou nt of "I -q,000 w.,as at Dr ' e or a term of one :er
secured bmyperszonal-). endorsement and by securities ow..ned
by me personally.



Mr. Orlando B. Potters 
Staff Director

Page Two
November 11, 1978

All of the above loans have been paid in full.

The loans made by James 
LeutZ, George-: Aury 'nd 0.sAu

were on demand with no interest and no collateral. They have been

turned into contributions, as is shown in our report coverlnr,

the period from July 1, 
1978 to July 30, 1978.

At tis wiTig I have not been able to get my hands on a

cop to thes oritia rptfor the period May 23, 1973 throw(h

June 30, 1978. 1 expect, howev.er, to be able to respond to your

questions about that report in a day or so.

Sincerely yours,

L ut her Hodes ri

Friends of' L u threr {
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FEDERAL ELECTION COMMISSION
1325 K SIRIELI N.W
WASHINGTON, D.C. 20463

MEMO0RANDUM TO CHARLES STEELE

F"ROM: MARJORIE W. EM-MONS .f'E Jllt4-
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 above-named document was Circul~ated on a 24

hour no-objection basis at 3:30, Novemrber 21, 1978.

The Commission Secretary's Office has received

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

this date.C
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No~bexZ1,1978

M333&UUM TO: Marge Bomam

FROM: Elimsm~ Garr

SUBJECT: IWR 695

cr

C

W1.as. have the attached Interim Status Report

distributed to the Camission.

Thank you.
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BEFORE THE FEDERAL ELECTION COMMISSION
November 16, 1978 78 NOV ?I AI0: 0?

In the Matter of the

Bank of North Carolina
MUR 695 (78)

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.

Wiflam C.' Ol'daker
General Counsel

~'Datei



BEFOn-RE THE FEDERALJ ErIC COWvISSICN

In the Matter of)
) MUR 695 (78)

Bank of North Carolina)

CERI'IFICATICN~

I, Marjorie W. Emmons, Secretary to the Federal Election

Camitission, do hereby certify that on October 12, 1978, the

Ccmrission 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 Carolina may have violated the Federal Election

Campaign Act, as axrnded; to instruct the Reports Analysis Division

to send a request for additional information to the Friends of

Luther Hodges carmittee; and to leave the file open in MUR 695 (78).

Voting for this determination were Carmissioners Aikens,

Harris, Springer,, Staebler, and Tiernan. Czmrnissioner Thcimson

dissented.

Attest:
rN

DateMajreW n s
Secretary to the Cammrission
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FEDERAL ELECTION COMMISSION
1325 K SIREET NW
WASHINGION 4) C. 20461

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS

OCTOBER 5, 1978

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.



Plase have the attc~ Mino and letter distributed

to the Comission on a 48 hour tally biass

Thank you.

cl

Cl
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FEDERAL ELECTION COMMISSION 7 C
1125 K S1R1I NW 7 0T 3:1
WA SHING ION). (. 20461

October 2, 1978

MEMORAN DUM

TO: The Commission

FROM: William C. Olda

RE: Letter in MUR 95(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.S.C. 441b(a), the attached letter is submitted for

approval.



FEDERAL EL ECTION COMMISSION
1.125 ) SI R I I I\N'W

A'. S I I N U 20403

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

James G. Lindley, President
Bank of North Carolina, N.A.
P.O. Box 18868
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 Carolina
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 $70,000 in April, 1978 to the Friends
of Luther Hodges, the Bank ml~y 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 Com-mission's analysis of this matter.
In addition to any information you may wish to submit,
please sub1mit a statZement of the Bank's policy or criteria
for makinq 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



-2-

the terms and conditions of these loans and/or* copies
of the loan agreement. In addition, a recent article
in The W~ashington 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 y7ou have any questions, please contact Gary D.
cc Lipkin, the attorney assigned to this natter at 202-523-
C' 4529.

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

..... . Sincerely yours,

P. William C. Oldaker
General Counsel

Attachment



'4 FEDERAL ELECTION COMMISSION
1323 K S I R L f N.W

WASHN(JNDC 206.1September 20, 1978

MEMORANDUM TO- CHARLES STEELE

FROM- MARJORIE WV. EMMONS

SUBJECT- OB3JECTION - MUR 695 -- First General Counsel's
Report dated 9--.78! Received
in Office of Commission Secretary:
9--19-791 10-00

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 late, thereby nlacing MUR 695 on the rxecutive

Session Agenda for September 27. 1978.

A copy of Commissioner Harris' vote sheet is

attached.

ATTACHMENT
Copy of vote sheet



43 H')U r. T ALLYUE RE CEIVE D

FEDERAL ELECTION COMMISSION
1325 K STREET NW.
VA SHNC TON, D.C. 20463

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

Commissioner

1.978 - 1'3RETRN OOFCE1 OF COMMISSION SECRETARY BY:

MURNo. 695 - First General Counsel's Report dated 9-18-78

( 1 approve the recommendation

(7V-) I ob)ject -6o the recommendat ion

COMM IENT1.4: ~-J,

'~.AL. L*~. K~Afr. 'A--->

DJaze: la~7inature: 1-uc>-

THE OFFICE O1F GE NE R AL COU N SEL Wi:L L T1A KE 4 O ACTO -1 THIS ni-
UNT IL TH11E A-P PR'-'O VALe OF FOUR COMM ISS IONERS 1$r RECE74: PL-E
RET7URN ALL PA"PERS NO LATER THAN THE DATE AND T:ME SHOWNl -A3OVE TO
THE OrFICZ OF CONMISSION SECRET1ARY. ONEOBETN LCSH :E
ONTEEEJI ESON AGENDA.

P 3: 14

SIPJ -",)T= %1B -E R C , ,,* 10
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Elisna?.1 GIST

IWR 695

Plaase have the attached FLrst Gmer&& CounselIs

Reoran 301 695 distributed -to .the, Camtgsion on a 48

hortally basis.

Thazk you.
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BEOEUIE FEDERAL EI.ECT1I(N (Xt4ISSION

In the Matter of)
MUR 695

Bank of North Carolina)

CRrIFICATICN

I. Marjorie W. Emm1ons, Secretary to the Federal Election OCriission,

do hereby certify that on September 28, 1978, the Ccimission determined

by a vote of 5-0 to find a violation of the Federal Election Camipaign

Act, as amrended, my have been carrnitted in the above-captioned matter

- and to procede with an investigation.

Cc'xmissioner Tiernan was not present at the tim of the vote.

Attest:

Date Marjori Emmoins
Secre 1 to the Ccrmrnssion



*EDERAL ELECTION COMMISSI 4O
1325 K< Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL
BY OGC TO THE COMMISSION SEP 1 8 1978

MUR NO. 695
DATE COMPLAINT
BY OGC
STAFF
MEMBER Gary Do

RECEIVED

Lipkin

SOURCE:Referral from the Department of Justice

RESPONDENT'S NAME:

RELEVANT STATUTE:

INTERNAL REPORTS CHECKED:

7+EDERAL AGENCIES CHECKED:

Bank of North Carolina

2 U.S.C. 441b(a)

Luther Hodges and Friends of Luther Hodges

None

SUMMARY OF ALLEGATIONS

In a letter dated August 28, 1978 from Philip B. Heymann, Assistant
P-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 §441j. It later describes



0 - 2 -

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~possible~violation 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

, violations occurred.

RECOMMENDAT IOIN

Keep file open and approve the attached letter.

1/ "Knowing and wilful violations which are significant and substantial
,and which may be described as aggravated in the intent in which they

,,were committed, or in the monetary amount involved..." Factors to beconsidered are "the repetitive nature of the Act5 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
o n 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. willirm Oldaker
General Counsel
Federal Election Commission
1325 K Street,, N.W.
Washington, D.C. 20463

7Re: B~ank of North Cairolina

Dear 14r. Oldakor:

Pursuant to paragraph 2 of our Memorandum of

KUnd:erstan~ing, this is to advise the Co,-,iszion that
the Departrent of Justice has reccived in~form~ation
that three directors of the Dankz ofr- :Jorth C.-rolina
may have caused ai pro.--ianate ly $11,55,000,00 in bank
asscts to be contrijutod to the 1978 Senatorial
Printary campticrin of Luther Hodges. The source of
this inform~ation is a confidential infor~izint who has
contacted the -*I'Oderal Bureau of In~vestigation.

Ile have rcrquented the Burnwau to conduct
appropriate investigation of possible violat~ofls of
2 U.S.C. 441ar 441b, 441'L, 441j and 18 U.S.C. 1014

which may he i~ovdhere.

Phjilip 13. loyriflun
Assistant Attorney General
Criminal DivLisin

fly: Tho:,I'L-s 1I. H~enderson, Jr.

C'Iicf,,~~ ~ ~~ PulcIt-1.iy at



FEDERAL ELECTION COMMISSION
B25 K IR 14 N.W.

WASHING IO0Ns, D.C. 2040 1

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
$165,000 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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<U> UNITED STATES DEPARTM ENT OF JUSTICE'A9

WASHING.TON, D.C. 20530)

A ddre.. Reply to the 197a91W V

Diviajon Indiested

and Refer to Initials and Numb.

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

865 7&

-. Mr. William Oldaker
General Counsel

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

*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 $165,000,00 in bank
assets 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 Federal Bureau of Investigation.

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

Sincerely,

Philip B. Heymann
Assistant Attorney General
Criminal Division

By:Lhma'sAH. Henderso~ Jr.
Chief, Public Integrit Section
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General Counsel
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FEDERAL ELECTION COMMISSION

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

___ (2) Internal rules and
practices

___(3) Exempted by other
statute

___(4) Trade secrets and
commercial or
financial information

(6) Personal privacy

(7) Investigatory
files

(8) Banking
In formation

(9) Well Information
(geographic or
geophysical)

(5) Internal Documents

Signed

date

FEC 9-21-77

'j 16-



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter

Bank of North Carolina
MUR 695 (78)

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 6-0) the

recommendation in the General Counsel's Report dated

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

Attest:

h~4~p
Date

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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BEFORE THE FEDERAL ELECTION CO?1IPPTOT1 ~

December 1, 1978P

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

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

r~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.

RECOMMENDATION

Close the file in this matter,

/Date William C. Oldaker
General Counsel

ATTACHMENT

1. Letter to Commission



5314 Hemnpstead Place
P. Charlotte, North Carolina 28207

RT% November 11, 1978

NAIVo

Mr. Orlando B. Potter, Staff Director N~
Secretary of the Senate , A
Office of Public Records ~j"I '''
119 D Street, N.E.
Washington, D. C. 20510

Atten: Mr. Chip Foley

, :Friends of Luther Hodges

r~ear Mr. Potter:

- My response to your letter of October 25th has been delayed
by the fact t ,-hat I am commuting bet -ween home in Charlotte arnd
rthy teaching position in Durham.

With respect to the report covering the period of MIay 15,
-t978 thr"ough May 22, 1973, the obligations about which you
inquired were as follows:

1.1 The loan in the amount of $100,000 from City National
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 North Carolina in the amount of
$150,000 was at prime plus one per cent for a term of one
year, secured 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 securities 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, George Autry, and Bess Autry

were on demand with no interest and no collateral. They. have 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 hands on a

copy of the original report for the period May 23, 1978 throucgh

June 30, 1978. 1 expect,, however, to be able to respond to your

questions about that report in a day or so.

11--V-Sincerely 
yours,

LutherH.HdeJ_ L'.3Ljr

Friends of Luther 1HodiKe5



FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTOND.C. 20463

MEMORANDUM TO CHARLES STEELE

FROM: MARJORIE W. EMMONS

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 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.

C:!
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RECEIVED
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BEFORE THE FEDERAL ELECTION COMMISSION
November 16, 1978 78 NOVr21 AIO: 0?7

In the Matter of the

Bank Of North Carolinai
MUR 695 (78)

INTERIM STATUS REPORT

Pursuant to the Commission's determination of October 12,

'14978, the matter was referred back to the Reports Analysis

Division. Accordingly, a request for additional information

(7-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

Sreceived.

William C.70l'aker
General Counsel

0

Date
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BEFORE THE FEDERAL ELEI'CN COWU1SSIX4

In the Matter of)
) MJR 695 (78)

Bank of North Carolina)

CERTIFICATICN

I,, Marjorie W. Emmons,, Secretary to the Federal Election

Camission,, do hereby certify that on October 12,, 1978,, the

Camission meeting in Executive Session determined by a vote of 5-1

to rescind the Septenter 28, 1978 finding of reason to believe the

Bank of North Carolina may have violated the Federal Election

~ Canpaiqn Act, as amended; to instruct the Reports Analysis Division

to send a request for additional information to the Friends of

C-*Luther Hodges carunittee; and to leave the file open in ?4JR 695 (78).

voting for this determination were Ccum~issioners Aikens,

Harris, Srne, Staebler, and Tiernan. Ccvoissioner Thowron

C- dissented.

C- Attest:

Date Mroi .Emn
Secretary to the Carvnssion
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FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINCTOND.C. 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS

OCTOBER 5, 1978

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.el
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7RECEIVEO

FEDERAL ELECTION COMMISSION 7 C
1325 K SIRET N.W P8C1 3: 1
WASHING TON,D.C. 20463

October 2, 1978

MEMORANDUM

TO: The Commission

FROM: William C. Oldag

RE: Letter in MUR 95(78)

Pursuant to the Commission's determination of

co September 28, 1978 that there is reason to believe that

C77! OOthe respondent in the above-referenced MUR violated

2 U.S.C. 441b(a), the attached letter is submitted for

*C' approval.

C7*



FEDERAL ELECTION COMMISSIONhEF~2 1325 K SI RIFT N.W
WASHINGTON, D.C. 20463

CERTIFIED MAIL
* RETURN RECEIPT REQUESTED

James G. Lindley, President
Bank of North Carolina, N.A.
P.O. Box 18868
Raleigh, North Carolina 27609

Re: MUR 695(78)

01. 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 Carolina

may have violated certain provisions of the Federal
C Election Campaign Act of 1971, as amended. Specifically

it appears that in making unsecured loans for $80,000 in
January, 1978 and $70,000 in April, 1978 to the Friends
of Luther Hodges, the Bank mAy have violated 2 U.S.C.

e ~ 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
N 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



-2-

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

'I "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 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.

SSincerely yours,

N William C. Oldaker
General Counsel

Attachment



FEDERAL ELECTION COMMISSION

WASHINCJON,D.C. 20463

Is September 20, 1978

MEMORANDUM TO- CHARLES STEELE

FROM! MARJORIE 10. E.AtMONSf

SUBJECT- OBJECTION - _MUR 695 --First General Counsel's
Report dated 9-18-78; Received
in Office of Commission Secretary:
9-18-78, l000O

The above-named document was circulated on a 48

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

Comm-issioner 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' vote sheet is

attached.

ATTACHMENT16:
Copy of vote sheet

UTIO04



048 -H'UO, TALLY*-EET RECEIVED
OFICE OF THE

FEDERAL ELECTION COMMISSION
18 SEP 201323 K STREET NW

WASHINCTON,D.C. 20463

P3: Ia4~

Date and Time Transmitted:. Sept. /7, 1 1978

Commissioner ________________

RETURN TO OFFICE OF COMMISSION SECRETARY BY:

MUR No.

SEPTEMBER o?/, 1978

695 - First General Counsel's Report dated 9-18-78

()I approve the recommendation

() I object to the recommendation

COMMENTS:

Date: 1 -~T) -'7ignature: 4cL
/k-~

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE T>
0; ( TH E EXE CU TIVE SESSION AGENDA.
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BEFORE IM1 FEEIRALEEI'C14(X'ISSION

In the Matter of)
KMJR695

Bank of North Carolina)

CERIMIICATICN

I, Marjorie W. Emmo~ns, Secretary to the Federal Election OCatuission,.

do hereby certify that on September 28, 1978, the Cimissicn determined

by a vote of 5-0 to find a violation of the Federal Election Canpaign

Act, as anended, may have been coummitted in the above-captioned atter

and to procede with an investigation.

r Ccsmissioner Tiernan was not present at the time of the vote.

Attest:

Date Marjori . Ermrns
Secre uto the Cmission



*EDERAL ELECTION COMMISSIS
1325 K Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL
BY OGC TO THE COMMISSION SEP 18 1918

MUR NO. 695
DATE COMPLAINT RECEIVED
BY OGC
STAFF
MEM4BER Gary D. Lipkin

Referral from the Department of JusticeSOURCE:

RESPONDENT'S NAME:

RELEVANT STATUTE:

INTFIRNAL REPORTS CHECKED:

C-l

CfEDRAL AGENCIES CHECKED:

Bank of North Carolina

2 U.S.C. 441b(a)

Luther Hodges and Friends of Luther Hodges

None

SUMMARY OF ALLEGATIONS

In a letter dated August 28, 1978 from Philip B. Heymann, Assistant
r,-ttrney 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 S441j. It later describes
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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.18

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~possible~violation 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-

'stailial loans from the bank to the Committee. However, the reports
show6 nothing that is irregular on its face.2/

r- Based on the letter from the Department of Justice, additional
information may become available which will show whether and how any
vio.1ations occurred.

RECOMMENDATION

Keep file open and approve the attached letter.

77

1/ "Knowing and wilful violations which are significant and substantial
ndC'which may be described as aggravated in the intent in which they
were, committed, or in the monetary amount involved..." Factors to be
Zonsidered 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



pDht:TII soCCD: ema
8-5-NEW

Mr. william Oldaker
General Counsel
Federal Election Commission
3325 K Street, N.W.
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 Cor-rmission that

the Department of Justice has received information

that three directors of the Bank of North 
Cairolina

* may have caused approximately $165,000,00 in bank

assets 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 .2ederal Bureau of Investigation.

*We have requested the Bureau to conduct

appropriate investigation of possible violations 
of

* 2 U.S.C. 441a, 441b, 441f, 441j and 18 U.S.C. 1014

which may be involved here.

Sincerely,

Philip 13. Heymannlf

Assistant Attorney General
Criminal Division

ny: Thomas 11. Henderson, Jr.
Chief, Public In1tot-rity Section



FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTON,D.C. 20463

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
$165,000 of bank assets to be contributed to the Senatorial
campaign of Luther Hodges.

Since the information you have provided indicates
F ~ 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



UNITED STATES DEPARTMENT OF JUSTV

WASHINGTON, D.C. 305M~
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PBH:THH:CCD:ema
186-55-NEW

80576E

Mr. William Oldaker
General Counsel

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

C'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
Smay have caused approximately $165,000.00 in bank

assets to be contributed to the 1978 Senatorial
NPrimary 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.S.C. 441a, 441b, 441f, 441j and 18 U.S.C. 1014
which may be involved here.

Sincerely,

Philip B. Heymann
Assistant Attorney General
Criminal Division

By: hoa HHendersoi Jr.

Chief, Public IntegritSeio
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Mr. Oldaker '--,. _ ji .
General Counsel
Federal Election Comnnission
1325 K Street, N.W.
Washington, D.C. 20463
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