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LETTER OF TRANSMITTAL

Houske oF REPRESENTATIVES,
COMMITTEE ON STANDARDS OF OFFICIAL CONDUCT,
Washington, DC, October 20, 1987.
Hon. Jim WRIGHT, Speaker,
House of Representatives,
Washington, DC.

Dear MRr. Seeakir: By direction of the Committee on Standards
of Official Conduct, I herewith submit the attached report, “In The
Matter of Representative Richard H. Stallings.”

Sincerely,
JuLiaN C. Dixon,
Chairman.
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House Calendar No. 89

100TH CONGRESS REPORT
Ist Session ] HOUSE OF REPRESENTATIVES [ 100-382

IN THE MATTER OF REPRESENTATIVE RICHARD H.
STALLINGS

OctoBER 20, 1987.—Referred to the House Calendar and ordered to be printed

Mr. DixoN, from the Committee on Standards of Official Conduct,
submitted the following

REPORT

I. INTRODUCTION

The Committee on Standards of Official Conduct (the “Commit-
tee”’) is authorized under the Rules of the House of Representatives
(House Rule X, clause 4(e)(2)(B)), to investigate, in accordance with
the Committee’s Rules of Procedure, any alleged violation by a
Member, officer, or employee of the House, of the Code of Official
Conduct (House Rule XLIII). In addition, alleged violations of any
law, rule, regulation, or other standard applicable to the conduct of
such Member, officer, or employee, in the performance of his or her
duties, or the discharge of his or her responsibilities are within the
Committee’s jurisdiction.

On September 11 and September 14, 1987, news articles reported
that Representative Stallings’ campaign organization lent $1,000 on
March 9, 1987, to the congressman’s administrative assistant for
personal expenses, and lent $4,800 on April 17, 1987, to the con-
gressman to enable his purchase of a car. According to the news
articles, the loan to the administrative assistant was “to help the
congressional aide through a personal short-term financial crisis.”
Regarding the loan to Congressman Stallings, news reports indicat-
ed that the transaction was undertaken to enable the congress-
man’s purchase of a “car that will be kept in Idaho and used for
campaign and personal purposes.” )

In the light of the news reports, the Committee obtained infor-
mation corroborating that questionable financial transactions may
have occurred in March and April, 1987, in connection with loans
made from the congressman’s campaign committee. Thus, as an ex-
ercise of authority and pursuant to the Committee’s Rules of Proce-
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dure, the Committee determined that a Preliminary Inquiry shoulq
be undertaken with the view towards ascertaining all relevant
facts and reaching an appropriate disposition of the matter. To thig
end, a Resolution of Preliminary Inquiry (Exhibit A) was adopted
on September 23, 1987, and Representative Stallings was notified of
that Committee action (Exhibit B).

This report contains the results of the Committee’s investigation
undertaken pursuant to the Resolution.

II. HIGHLIGHTS

The Preliminary Inquiry established that, on two occasions, loans
were made from Representative Stallings campaign organization—
one loan to the congressman and one loan to the congressman’s ad-
ministrative assistant—under circumstances that were in violation
of House Rule XLIII, clause 6. Representative Stallings did not con-
test the Committee’s findings and, in fact, confirmed the informa-
tion obtained by the Committee during the Preliminary Inquiry.

In order to expedite the matter, and in light of his acknowledge-
ment that the subject transactions ran afoul of House Rule XLIII,
clause 6, Congressman Stallings waived his rights under the Com-
mittee’s Rules of Procedure with respect to the issuance of a State-
ment of Alleged Violation and disciplinary hearing. In this connec-
tion, Representative Stallings admitted that error had been made
in undertaking the two transactions and indicated that there was
no intent on his part to hide the loans (since they had been fully
disclosed on his F.E.C. reports). Rather, Representative Stallings
said that the transactions were undertaken due to his failure to in-
quire about restrictions on use of campaign funds imposed by
House Rule XLIII, clause 6, based upon his mistaken assumption
that the loans were governed only by the Federal Election Cam-
paign Act (FECA).

The Committee believes that, under the circumstances here in-
volved, a recommendation to the House of sanction would be inap-
propriate. Instead, the Committee concludes that Representative
Stallings should receive a letter from the Committee reproving him
for his violations. Accordingly, such correspondence will be sent to

Representative Stallings and made publicly available along with
this report.

III. RESULTS OF INVESTIGATION

The Preliminary Inquiry focused on two transactions that in-
volved Congressman Richard Stallings’ campaign organization. In
the first transaction, the campaign organization loaned $1,000 on
March 9, 1987, to Mr. Gary Catron, Representative Stallings’ Ad-
ministrative Assistant. Documents filed with the F.E.C. (App. 1)
disclosed that this loan, which was initiated on March 9, was to be
repaid on September 30, 1987, with 7 percent interest. By letter
dated September 29, 1987, Congressman Stallings notified the Com-
mittee that this loan had been fully repaid. (App. 2)

_ Furthermore, by letter of October 5, 1987, Representative Stal-
lings, In response to a Committee inquiry (Exh. C), informed the
Committee that the loan was to ease Mr. Catron’s “‘short-term need
for funds for personal purposes” and, therefore, was not undertak-
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en for the sole and exclusive benefit of the Stallings campaign or-
ganization. (App. 3)

The Preliminary Inquiry also established, and Representative
Stallings confirmed, that a loan to him was made on April 17, 1987,
in the amount of $4,800 at 7 percent interest. (App. 3) In his Octo-
ber 5, 1987, letter to the Committee, the congressman indicated
that this loan was to enable his acquisition of an automobile which
cost $5,621.50, the use of which was for both personal and cam-
paign purposes in the congressman’s district in Idaho. Again, Rep-
resentative Stallings stated that this loan was not undertaken for
the sole and exclusive benefit of the campaign, a conclusion readily
apparent given the mixed use of the automobile. Finally, in his Oc-
tober 5, 1987, letter, Representative Stallings stated that he partici-
pated in the process giving rise to the two loans.

IV. LEGAL ANALYSIS

Clause 6 of the Code of Official Conduct, House Rule XLIII,
states:

A Member of the House of Representatives shall keep
his campaign funds separate from his personal funds. He
shall convert no campaign funds to personal use in excess
of reimbursement for legitimate and verifiable prior cam-
paign expenditures and he shall expend no funds from his
campaign account not attributable to bona fide campaign
purposes. (Emphasis added.)

In this Committee’s report entitled, “Investigation of Financial
Transactions of Representative James Weaver with his Campaign
Organization”, the Committee construed the scope and application
of clause 6:

Any use of campaign funds which personally benefit the
Member rather than to exclusively and solely benefit the
campaign is not a ‘“bona fide campaign purpose.” More-
over, a bona fide campaign purpose is not established
merely because the use of campaign money might result in
a campaign benefit as an incident to benefits personally
realized by the recipient of such funds * * * Any other in-
terpretation and application of the third prohibition of
Rule XLIII, clause 6, would open the door to a potentially
wide range of abuse and could result in situations where
campaign monies were expended for. the personal enjoy-
ment, entertainment, or economic well-being of an individ-
ual without any clear nexus that the funds so expended
achieved any political benefit to the disbursor (campaign
organization) of the funds * * * The test of the propriety
of any such campaign expenditure is, in the words of Rule
XLIII, clause 6, whether the expenditure is ‘attributable to
a bona fide campaign purpose’ and not whether the cam-
paign has made money from that expenditure. * * * In the
case of a campaign organization lending money fo its own
candidate, the committee would expect such bona fide loan
transactions to be attended by facts supporting the need
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for a loan to the candidate as opposed to a direct expendi-
ture. H. Rep. 99-933, pp. 13-14. [Emphasis added.]

In the light of the above-quoted portions of the Weaver report, it
is clear that the subject two loans were made in violation of the
cited Rule; that is, they were not undertaken to “solely and excly-
sively”’ benefit the Stallings campaign organization. In his October
5, 1987, letter, Representative Stallings acknowleged the subject
violations.

V. CONCLUSIONS

A. The loan to Mr. Catron for $1,000 undertaken on March 9,
1987, was to ease that individual’s short-term financial difficulties
and was, therefore, not for the sole and exclusive benefit of the
Stallings campaign organization. Accordingly, this loan transaction
was in violation of House Rule XLIII, clause 6.

B. The loan to Congressman Stallings for $4,800 undertaken on
April 17, 1987, was to enable the congressman’s acquisition of an
automobile to be used for campaign and personal purposes. Accord-
ingly, since this transaction was not for the sole and exclusive ben-
efit of the Stallings campaign organization, it, too, was a transac-
tion which violated House Rule XLIII, clause 6.

VI. RECOMMENDATION

In reaching its decision on the appropriate disposition of this
case, the Committee was guided by several important consider-
ations—the nature of the violation and factors in mitigation. This
approach is well-established.

In the Manual of Offenses and Procedures, Korean Influence In-
vestigation, (the “Manual’) June 1977, the Committee offered, in
part, a detailed explanation of the process and considerations un-
derlying sanction recommendations. The Manual states, in part:

House rule XLIII does not specify the sanction to be im-
posed upon a finding that a Member failed to adhere to
the Code of Official Conduct. The committee should evalu-
ate the particular circumstances of each violation to deter-
mine whether any sanction is warranted and, if so, the se-
verity of the sanction that is appropriate under circum-
stances. Manual, p. 31.

In applying the above-quoted approach to specific fact situations,
the Manual goes on to state:

In sum, the Committee should adopt the substantive * * *
code provisions * * * to the disciplinary context by consid-
ering the recommendation of sanctions where the sub-
stance of those provisions was violated by a Member
acting: (1) with actual knowledge of all the relevant facts;
(2) in reckless disregard of the relevant facts; or (3) without
exercising reasonable care to ascertain the propriety of the
gift or compensation accepted or of the transaction when
he participated.

* * * * *
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Similarly, violation of the * * * various code of conduct
standards, which do not by their terms require any knowl-
edge or intent, would provide a basis for imposing sanc-
tions only upon proof that the Member was placed on
notice of an ethical problem and failed to discharge his
duty of reasonable inquiry to determine the propriety of
accepting the tendered gift or payment. Manual, pp. 85-36.

The above-quoted excerpts have applicability to a violation of
House Rule XLIII, clause 6, as much as they have to transgressions
involving Members' receipt of gifts, which was central to the con-
siderations in the Manual. Both matters are covered by the Code of
Official Conduct, House Rule XLIII. In either case, the Committee
considers the violation identifiable as well as whether the Member
was on actual notice of an ethical problem and exercised reasona-
ble care in the matter. In other words, the Committee considers not
only the violation, per se, but also factors in mitigation, including,
for example, intent when determining the appropriate sanction.

Turning to the instant violation, it is readily apparent that the
subject House Rule and the restrictions imposed by its clear terms
operate to preclude situations such as here involved. Moreover, this
Committee, on September 30, 1986, in connection with the report
concerning former Representative James Weaver, offered guidance
to all Members regarding the operation of the Rule. Consequently,
while he may not have been personally and directly informed (.e.,
have “actual notice””) as to the limitations of clause 6, it neverthe-
less remains that Representative Stallings was placed on construc-
tive notice of the relevant prohibitions by virtue of the existence of
the Rule itself as well as issuance of the Weaver report.

As regards factors in mitigation, several matters warrant consid-
eration. First, there was no evidence of any improper intent on the
part of Congressman Stallings either to conceal the subject transac-
tions or to act in violation of the constraints imposed by House
Rule XLIII, clause 6—the two loans were fully disclosed on the ap-
propriate F.E.C. reports. Second, the violations arose out of Repre-
sentative Stallings’ mistaken assumption that the loans were gov-
erned exclusively by the Federal Election Campaign Act. And,
third, as soon as he became aware of his oversight of the control-
ling restriction under House Rules, Representative Stallings took
corrective action on his own initiative. (See Apps. 2 and 3.)

The subject Preliminary Inquiry established that Representative
Stallings, through his Administrative Assistant, did attempt to
obtain guidance on the propriety of the loan transactions. Specifi-
cally, Mr. Catron called the F.E.C. asking about the matter. While
it is true that transactions of the type here involved are within the
jurisdiction of both the F.E.C. (Federal Election Campaign Act) and
this Committee (House Rule XLIII, clause 6), it is also clear that an
effort was made to obtain guidance, albeit inadequately. Finally,
when apprised of the matter of impropriety, both Representative
Stallings and Mr. Catron repaid the loans.

In view of the above, the Committee concludes that while Repre-
sentative Stallings acted reasonably vis his inquiries to the F.E.C,
the same conclusion cannot, however, be reached in connection
with the congressman’s action vis Rule XLIII, clause 6. Again, Rep-
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resentative Stallings is deemed to have been on constructive notice
of the subject prohibition. To conclude otherwise would effectively
result in the condonation of improper action based upon a defense
of ignorance of House Rules. Such an approach is clearly untenable
on its face. At a minimum, Members have both the duty and re-
sponsibility to be aware of relevant House Rules and to conform
their actions accordingly.

In the present case, the Committee concludes that sufficient mit;-
gation was present to render unnecessary a sanction recommenda-
tion to the House. Rather, the Committee believes the better course
is to formally and publicly reprove Representative Stallings for his
violations. Accordingly, the Committee has sent such a letter to
Representative Stallings on the matter, a copy of which will be
made publicly available in conjunction with issuance of this report.

This report was approved by the Committee on Standards of Offi-
cial Conduct on October 15, 1987, by a vote of 12 ayes; 0 nays.

StaATEMENT UNDER CrLAUSE 2(1)(3)(A)

The Committee’s oversight findings and recommendation are as
stated above. No budget statement is submitted.



Oml PmOMDTH CONGALSD EXHIBIT A FLOYO D $PINCE BOUTH CARGL AL
it

AN € DIAON CALWORAA, CHAMMAN m’.‘.', n:l:(-n\;hn

:c‘-un l‘%ll W ARYEY CHAALLE PASHATAR JA CAINENA

ALAM § MOLLOMAN WIST VIRGHAA mA:: nu.m»::‘secqu

ZONM W GAYDOS 'Iitllv\vA:I\:" Ty ,

CMIING ATONS MASEACHYI m 5 f R ’ AALPN Y LOTKIN CHIET COUNE

8, House of Repregentatives

Committee on tandards of Officlal Conduct
Suite BT-2, ©.5. Capitol

Washington, BE 20313

September 23, 1987

RESOLUTION

WHEREAS, The Committee on Standards of Official Conduct has
been presented with evidence reasonably indicating that
Representative Richard H. Stallings expended funds from his
campaign account not attributable to bona fide campaign purposes
in March and April of 1987 in violation of House Rule XLIII,
clause 6; and

WHEREAS, pursuant to Committee Rule 13, the Committee
determines that the evidence of such alleged violation(s)
presented by the staff merits further inquiry:

NOW THEREFORE BE IT RESOLVED, that this Committee conduct a
Preliminary Inquiry in accordance with Rule ll(a) to determine
whether such violation(s) occurred; and

BE IT FURTHER RESOLVED, that the Chairman and Ranking
Minority Member may authorize and issue subpoenas, either for the
taking of depositions or the production of records, and that all
testimony taken by deposition or things produced by deposition or
otherwise shall be deemed to have been taken, produced, or
furnished in Executive Session; and

BE IT FURTHER RESOLVED, that Representative Stallings be
immediately notified of this action and informed of his rights

pursuant to the Rules of this Committee.
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Committee on Stanbards of Officiat Condurt
Suite HT-2, ©.H, Capital

Washington, BC 20518
September 23, 1987

Honorable Richard H. Stallings

U.S. House of Representatives

1221 Longworth Bouse Office Building
Washington, D.C. 2051$

Dear Colleague:

By direction of the Committee on Standards of Official
Conduct, we hereby notify you that the Committee has voted to
conduct a Preliminary Inquiry to determine whether you may have
committed one or more violations of the Code of Official Conduct,
or a law, rule, regulation or other standard of conduct
applicable to your conduct in the performance of your duties or
in the 'discharge of your responsibilities.

The complete text of a resolution agreed to by the Committee
at its meeting on September 23, 1987, is attached, along with a
copy of the Committee's Rules of Procedure.

Pursuant to Rule 11(a)(2)(A) of the Committee's Rules, you
have the right "“to present to the Committee, orally or in
writing, a statement respecting the allegations with respect to
which the inquiry is being held." 1If you wish to appear before
the Committee to present oral testimony under oath, you must so
inform the Committee and a Committee meeting will be scheduled
for the purpose of receiving that testimony.

Acting for:
Floyd D. Spence
Ranking Minority Member

Enclosure
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September 28, 1987

Mr. Robert F. Bauer, Esquire
PERKINS COIE

1110 Vermont Avenue, N.W.
Washington, D.C. 20005

Dear Mr. Bauer:

As you know, the Committee on Standards of Official Conduct
adopted a Resolution of Preliminary Inquiry on September 23,
1987, in connection with certain loans made from Representative
Stallings' campaign organization to him and his Administrative
Assistant in March and April of this year. By letter dated
September 25, 1987, Representative Stallings designated you as
his legal representative in this matter. In order that the
Preliminary Inquiry can proceed expeditiously, this letter is
intended to elicit Representative Stallings' responses to a
number of questions that need to be resolved in order for the
Committee to reach a prompt disposition. The questions follow.

I. Representative Stallings' loan from hrs campaign

A. Please confirm whether the information disclosed on the
relevant Federal Election Commission (F.E.C.) reports is
accurate as to amount borrowed, amounts repaid, and terms of
repayment. A copy of the reports is enclosed.

B. In this Committee's report entitled, "Investigation of
Financial Transactions of Representative James Weaver With
His Campaign Organization®, it stated:

"Any use of campaign funds which personally
benefit the Member rather than to exclusively
and solely benefit the campaign is not a
‘bona fide campaign purpose.’ Moreover, a
bona fide campaign purpose is not established
merely because the use of campaign money
might result in a campaign benefit as an
incident to benefits personally realized by
the recipient of such funds * * * Any other
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Robert F. Bauer, Esquire

Page

2

September 28, 1987

interpretation and application of the third
prohibition of Rule XLIII, clause §, would
open the door to a potentially wide range of
abuse and could result in situations where
campaign monies were expended for the
personal enjoyment, entertainment, or
economic well-being of an individual without
any clear nexus that the funds so expended
achieved any political benefit to the
disbursor (campaign organization) of the
funds * * * The test of the propriety of any
such campaign expenditure is, in the words of
Rule XLIII, clause 6, whether the expenditure
ig ‘attributable to a bona fide campaign
purpose' and not whether the campaign has
made money from that expenditure. * * * 1In
the case of a campaign organization lending
money to its own candidate, the committee
would expect such bona fide loan transactions
to be attended by facts supporting the need
for a loan to the candidate as opposed to a
direct expenditure." H. Rept. 99-933,
September 30, 1986, pp. 13-14.

In the 1light of the above, please describe the
circumstances giving rise to the loan and explain whether
the subject loan was, in the words of the report, to
"exclusively and solely benefit the campaign." This
question arises in wview of Representative Stallings'
reported statements to the press, copies enclosed, and a
September 14, 1987, letter to the Post-Register, copy
enclosed, that the automobile acquired with the borrowed
funds was for both campaign and personal use.

C. What was the total purchase price of the automobile
acquired with the use of borrowed campaign funds? Please
provide a copy of the sales transaction document(s).

D. Did Representative Stallings contact the staff of this
Committee for guidance on the propriety of the proposed
borrowing prior to the funds having been lent?

E. Did Representative Stallings participate in the process

resulting in the subject loan being made from his campaign
committee? If so, how.
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Robert F, Pauer, Esquire
Page 3
geptember 28, 1987

I11. The loan to Representative sStallings'

Administrative
Assistant

A. Please confirm whether the information disclosed on the
relevant Federal Election Commission (F.E.C.) reports lis
accurate as to amount borrowed, amounts repaid, and terms of
repayment. A copy of the reports is enclosed.

B. Please describe the clrcumstances giving rise to the
loan and explain whether the subject loan was, in the words
of the Committee's report ln the Weaver case, quoted above,
to "exclusively and solely benefit the campaign."

D. Did Representative Stallings contact the staff of this

Committee for gquidance on the propriety of the proposed
borrowing prior to the funds having been lent?

E. Did Representative Stallings participate in the process

resulting in the subject loan being made from his campaign
committee? If so, how.

As noted, it is the Committee's desire to proceed with the
subject Preliminary 1Inquiry as expeditiously as possible. To
this end, I offer my full cooperation to achieve this objective.

Finally, and in keeping with past practice of the Committee,
1 request that Representative Stallings' responses to the
foregoing questions to be signed by him and be under oath. In
this regard, a certification of the type prescribed by 28 U.S.C.
§1746 would be sufficient.

Sincerely your

Rafph L. Lotki

cHief Counsel (2? C;D

RLL:jl

Enclosures
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Committee on Standards of Ofticlal Conduct
Suite BT-2, V.. Capitel

Washington, BC 20513
October 20, 1987

Honorable Richard H. Stallings

U. S. House of Representatives

1221 Longworth House Office Building
Washington, D. C. 20515

Dear Colleague:

As you know, a Preliminary Inquiry was initiated by this
Committee on September 23, 1987, in connection with certain loans
made from your campaign organization to you and your
administrative assistant in March and April of this vyear. The
Committee found, and you agreed, that the subject loans were made
in violation of House Rule XLIII, clause 6, which prohibits the
making of campaign expenditures not attributable to bona fide
campaign purposes. You acknowledged that the transactions were
not for the sole and exclusive benefit of the campaign and thus
improper in the light of the restriction of the rule.

Notwithstanding the violation, the Committee did conclude
that the transactions arose out of your mistaken impression that
the loans were solely governed by the Federal Election Campaign
Act; and that there was no intent on your part to avoid public
disclosure of the loans -- they were fully reported on your
F.E.C. reports. While such factors in mitigation are sufficient
to avoid a recommendation that further disciplinary action be
taken in the matter, the Committee emphasizes that the instant
situation arose out of your failure to conform your conduct to
the Code of Official Conduct, of which clause 6 is a part. In
the Committee's view, Members have the duty and responsibility to
be aware of relevant House Rules, rules about which all Members
are considered to be on at least constructive notice regarding
the guidelines and prohibitions contained therein.

In the light of the above, the Committee has determined that
the appropriate disposition of the matter is to formally and
publicly reprove you for your failure to act in accordance with
Rule XLIII, clause 6, and to notify you that any further
violation by you in connection with controlling standards of
conduct may well result in a recommendation that disciplinary
action be considered by the House.

Sincerely,

———
LIAY CJ DIXON e
hairpan mber
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APPENDIX 2

RICHARD H. STALLINGS COMMITTEE ON
2 DisTINCT, R0 AGRICULTURE

122 omoro b Congress of the Wnited States Commres on

‘Wanmngron, OC 2 L
AND TECHNOLOGY

2021 2288831 .
Bouge of Representatives SELECT ComMITTEE
Rashington, BE 20513 on aame
oy
September 29, 1987 = o5
= =3
= =
2o 2 D
e 8 m
25 8 m
The Honorable Julian C. Dixon == =z
Chairman, House Committee on 20 =2 M
Standards of Official Conduct :z o =
2400 Rayburn H.O,.B. 2 r
Washington, D. C. 20515 = =y
Dear Mr. Chairman:
With reference to the Preliminary Inquiry discussed in your
recent letter to me, this is to advise you that the loans made
by my campaign committee to myself for $4,800 and to my adminis~
trative assistant for $1,000 have both been paid back to the
committee in full at seven percent interest.
I remain hopeful that there will be an early resolution to
this matter by your Committee.
Thank you.
Richard H. Stallings
Member of Congress
S ‘/U«V-’- CouniSee | —_

verrey b izec.anas l.m..“)
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APPENDIX 3

PERKINS COIE

A Law PARTNERSHIP INCLUDING PROPESSIONAL CORPORATIONS
1110 Versont Avesve, N W.» Washinoton, D C. 20005 * (202) B87-9030

October 5, 1987 .

D

Ralph Lotkin, Esq. [
Chief Counsel ”‘;?
Committee on Standards N
of Official Conduct = ;
HT2 The Capitol 7

Washington, D.C. 20515

|75
Dear Mr. Lotkin:

Enclosed you will find a statement by Congressman Stallings
responding to questions presented in your letter of September
28, 1987. The Congressman asks also that this letter, prepared
by the undersigned as his counsel, be incorporated as part of
his response to the Committee at this stage of the proceedings.

The Congressman's statement speaks for itself. The
Congressman does not dispute liability. He concedes that under
the Committee's interpretation of House rules presented in its
report in the Weaver case, Investigation of Financial
Transactions of Representative James Weaver With His Campaign
Organization, Rpt No. 99-933 [99th Cong. 2nd Session), the
borrowings he authorized from the campaign were not consistent
with the stated requirements of those rules.

At the same time, the Congressman has made it clear that
while he wishes to cooperate with the Committee toward a prompt
disposition of the matter, he believes that any sanctions
imposed should be proportionate to the offense. The
Congressman has suffered a relatively severe penalty already as
a result of this Committee's announcement of its Preliminary
Inquiry. You will recall that this announcement was batched
with two others -- one concerning a Member against whom the
Committee issued a Statement of Alleged Violation, another
concerning a Member convicted in recent days of felony
offenses. The batching of the Stallings announcement with
these other announcements had the predictable effect of making
all the alleged transgressions in these instances appear to be
on a comparable footing. And indeed this is in large part how
the announcement was treated by the press.

Terex. 440277 Pcso Ure Facsimuz (Gr 1uu ): (202) 223-2088
OTHER OFFICES ANCHORAGE. ALASKA® BELLEVUE. WASHINGTON ® PORTLAND, OREGON * SEATTUE, WASHINGTON
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None of this is to suggest that the Congressman should not
accept responeibility for what has taken place; but it is to
suggest that these proceedings be conducted with a view toward
avoiding unnecessary damage to his reputation and standing with
his community. I urge, therefore, that the Committee bear in
nind the following:

1. It is clear that Congressman Stallings had every
innocent intent in authorizing the borrowings in question,
pecause his campaign committee made full disclosure of them on
the public record in filings with the FEC and did so with the
understanding, shared by the Con?reasman and Mr. Catron, that
the FECA did not prohibit them.*/;

2. All of the loans made were short-term in character and
in relatively small amounts. Moreover, while this does not
address the question of "sole and exclusive" campaign use,
each of the loans was repayable with interest;

3. The loans have been fully repaid.

In these circumstances, I ask that the Committee report
issued in this matter not recommend disciplinary action. I
note that the Committee in Weaver resolved against disciplinary
action on the basis that the Congressman "disclosed the fact of
his borrowings from his campaign organization and, therefore,
there was no evidence of an intent to avoid public notice of
those transactions.” The Committee concluded that "these
circumstances dictate that no disciplinary action be taken on
this matter." Weaver, supra at p. 16. (Emphasis added)

*/ Mr. Catron clearly recalls making the call in question
to the FEC and receiving what he took to be assurance
that the law did not prohibit the proposed loan. At
the time of recent press attention in Idaho to the
loan, he contacted the FEC again to confirm, with Ms.
Christina Vanbrakle, that the agency had a record of
the original telephone conversation. Thus, it may be
that Mr. Catron and his original FEC contact did not
communicate clearly on the correct response to his
question; but there is no question that he made the
call, understood (correctly or incorrectly) that the
proposed loan was permissible and proceeded on that
understanding. It is also beyond question that the
FEC routinely provides advice informally on FECA
requirements through its toll-free information line
and by other means, and that, while this advice is not
binding on the agency, many of those receiving this
advice act on it -- for there would otherwise be no
point in their seeking the advice in the first place.
I make this statement with confidence as an attorney
who has practiced before the agency for 1l years.
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This recommendation was approved unanimously by the
Committee. The facts of this matter are, in any event, less
involved and present no basis upon which the Committee would
arrive at any more severe conclusion in the matter of sanctions,

Finally, in the interest of an expedited resolution, the
Congressman waives his right under Committee Rules 11, 12 apg
16 but conditions this waiver on a favorable disposition by the
Committee of his request for an oral presentation, by counsel

or in person, in support of his strongly held view that no
disciplinary action is warranted.

Ve truly yours,
%//VZZ loee —

Robert F. Bauer

2642B
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October 5, 1987

Ralph Lotkin, Esq.

Chief Counsel

Committee on Standards
of Official Conduct

HT 2 The Capitol

Washington, D.C. 20515

Dear Mr. Lotkin:

I am responding to your letter dated September 28, 1987
setting forth certain questions about loans made by my
principal campaign committee to myself and my administrative
assistant, Mr. Gary Catron. Following the format of your
inquiry, I supply answers to each of the questions in turn:

I.A. The information presented on the relevant report of
our principal campaign committee to the Federal Election
Commission ("FEC"), which is enclosed with your inquiry, is
correct.

I.B. I had experienced disabling mechanical difficulties
with a car I had used for a range of purposes, campaign-related
and personal, when I was in the District. As I have stated
publicly, those purposes included but were not limited to
campaign purposes.

Upon locating a used car to replace the one I then
currently owned, I arranged with my campaign committee to make
a short-term loan to me, repayable with interest, to enable me
to make full payment on the car. In the end, on a purchase
price of $5,621.50, I made a payment from personal funds of
$821.50 and the campaign loaned me the balance of $4,800.

Because the use I contemplated for the automobile was
mixed, including both campaign and personal uses, I am unable
to state that the loan made to me for the used car purchase was
to "exclusively and solely benefit the campaign." Please note,
however, that my loan followed closely in time the one I
authorized to Mr. Catron, which he accepted after obtaining
what he believed to be confirmation from the FEC that the loan
would not violate applicable federal law. This was my
understanding in authorizing the loan to Mr. Catron and my
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understanding as well in proceeding with the loan for the used
car intended for the purposes I have described.

1.C., The total purchase price of the automobile was
$5,621.50, evidenced by the sales transaction document attached
in accordance with your request.

1.D. 1 4id not contact the staff of the Committee on
standards of Officlal Conduct for "guidance on the propriety of
the proposed borrowing prior to the funds having been lent.'
The error I made in thie instance was overlooking the
requirements of the House rules on the mistaken assumption that
the matter was controlled by the Federal Election Campaign Act
("FECA"). And, as I stated, 1 was under the impression from my
earlier experience with the loan to Mr. Catron that the FECA
did not present any prohibition on loans of this nature
repayable with interest over a very short term.

I.E. The loan was made upon my request to the campaign
committee.

II.A. The information presented on the FEC reports,
enclosed with your inquiry, is correct.

IT.B. Mr. Catron approached me some time before March 9,
1987 to discuss the question of whether he could borrow a
limited amount of money, over a short period of time, from my
campaign committee, repayable with interest. Mr. Catron had a
short-term need for funds for personal purposes. It was my
understanding that Mr. Catron contacted the FEC and determined
that there was neither prohibition nor precedent standing in
the way of proceeding with the proposed loan. On this basis,
the loan was made. In the circumstances, I cannot state that
this was a loan to "exclusively and solely benefit the
campaign.”

I1.C. Neither I nor Mr. Catron contacted the staff of the
committee for "guidance on the propriety of the proposed
borrowing prior to the funds having been lent." The reasons
for this omission appear in my response to I.D.

I1.D. The loan to Mr. Catron by the principal campaign
committee was made with my explicit authorization.

I certify, under penalty of perjury, that the foregoing is true

and correct. Executed on 3 A
g‘ \JH%(_

Richard Stallings ’
Menber of Congress

St Ay o ETatin, 1787
/ ‘2/‘//'\ m\/\ﬂ’/‘—k

ALTALY fuUediC Fen D.C.
My, Commission Expires June 30, 1992

2641B
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