INVESTIGATION INTQ CERTAIN ASPECTS OF THE REPUBLICAN B-130961
CAMPAIGN FINANCING RELATING TO THE "WATERGATE" CASE 10~-26-72

AND APPROVAL OF A NATTIONAL BANK CHARTER

IR

Report to the Chairman, House Committee on Banking and Currency,

RESTRICTED

pursuant to. his request. The report contained information on allegations
that political contributions had influenced the approval of an application
for a National bank charter. The report also contained information on cash

withdrawals and deposits which banks are required to report to the Government.
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Dear Mr. Chairman: o

A e i

In a meeting with your staff today, we were asked to supply
additional information relating to approval of the application for &“”m“mﬁvzg
charter by the Ridgedale National.Bank of Minnetonka, Minnesota~- pLe
specifically, did the Comptroller and the Deputy Comptroller of the
Currency associate newspaper articles appearing about August 1 re=-
lating to Kenneth Dahlberg and the $25,000 contwxibution to the
Committee for Re~Election of the President with the fact that
Mz, Dahlberg was named as a divector of the bank in its application
which was then pending, v ' ‘

- We were informed by the Comptroller that he may have read the
press accounts in early August but that, at the time he reviewed
. and approved the application for the Ridgedale National Bank, he
was unaware that one of the proposed directors had been linked in
the press to the $25,000 contribution. The Deputy Comptroller also
.told us that he read the press stories in early August but did not
associate the name, Dahlberg, oxr the contribution with a proposed
director of the Ridgedale National Bank,
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As mentioned during our meeting today, there was an inadvertent
omission from our letter of October 26, 1972, to you. The words
uMr, Dahlberg or" should have appeared after the word "by" on page 8,
paragraph 3, line 6o
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if we can be of further assistance, please advise us. _
¢ B !

Sincerely yours,

' . RF,XELLER

Comptrollex General .
. aputy
iﬁ g ! of the United States

¥
The Honorable Wright Patman, Chairman '

Committee on Banking and Curxrency
House of Representatives




COMPTROLLER GENERAL OF THE UMITED STATES

WASHINGTONM, D.C. 20548 '
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Dear Mr. Chalrman: ) y o

Your letters of October 4, 1972, and October 10, 1972, requested
#s to conduct an investigation into various financial espects of the
Republican campaizn financing particulerly es they relate to the
Watergate case and to the banking system of the United States. Qur
Iﬂﬁhﬂr to you dated Cetobar 11, 1972, outlined some of the steps we
were taking to comply with your qumwsm and the results of our review
ave munmamimmd below.

%

- As stated in our letter to you dated October 11, 1972, our report
of August 26, 1972, by the 0ffice of Federal Llections included essen-
tially all the inforuation available to tha O0ffice of Federal Elections
&b that time with respect to the four Mexican bank checks totaling
$89,000 and the Kenneth Dahlbecry cashiers check for $25,000, the polit-
ical contributions wihich wore the subject of your letters. This report
was bascd on information which could be obtainsd under authority of the
Federal Llection Campaign Act of 1971, vhich became cifective on
&pril 7, 1972, and was not retroactive in its applicatlon.

SRERON AL, OE. AL ELISATION OF. RIDGEDALE, T IONAL. BANK.

#

In reviewing the procadurves followed by the Comptroller of the
Gurrency in epproving an application for the Ridpedale Hational Bank
et Minnetonka, linnesota, we requested the Comptroller of the Currency
to make available to us all files, memoranduns, and correspondence ree
lating to the Ridgedale Hational Bank and to the applications for any
other National bank charters which in our opinion woere necessary Lo
enable us to carry out our rveview. We also reguested that we be pro-
vided with the nanes and titles of all Comptroller of the Currency
employecs who were involved in processing and epproving the Ridgedale
Hational Bank's epplication. '

By letter dated October 12, 1972, the Comptroller of the Currency
ptated that his office would make availeble their complete f£iles on tha
Ridgedale National Bank epplication and he listed the names and job
titles of a&ll employces involved in agpproving the application of the
Bidgedals National Bank. The Comptroller did not specifically state in
big letter whether the spplication £iles for other Hationsl bank chartera
would be wede available to us. dowever, officials of the 0ffice of the
Comptroller asveed wvevrbally to wake available any £iles we wanted on
other applications for lNational bank chavters. -
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Puring our veview, wa examined the Comptroller of the Currency

" files on the Ridgedale Fational Bank and two other recent applications

for Hational bank charters in Mimnesots. We hoeld discussions with all
Gomptroller of the Currency personnel involved in processing the Ridge-
dale lational Bank application, and with the Commissioner of Banks for

' the State of Minnesota. We also anzlyzed data furnished by the Comp=

troller of the Currency on the amount of time vequived to process and
approve or disapprove epplications for Hational bank chartevs sincs
Janvary 1967,

Foctors pongddered ond propodures used
dn ponoiioptae poel {ongedono fnﬁ
MFardonil hank phapeaes

In conducting an investipation of an application for a Hational
bank charter, the primary factors affecting the decision whether to
epprove ot disapprove the application include the following:

1. 1Is there adequate cepitalization?

2, 18 there adequate banking experience veflected in the
proposed board of dirvectors and/or in top bank manage-
ment positions?

3. The proposed board of directors--are they successful,
competent pexsons of integrity and honesty?

&. 1s thore an adequate population to support the bank or
will anticipated population growth result in the need
for the banky

5. Does it appear likely that the proposed bank will be
able to carry out & successful and profitable banking
activityr and

6. 1Is there an “overbanked" situation, i.e., are there
mirm&dy too many banks, or will another bank result in
there being too many b&n&ﬁ; d =

.~ Our review of the files on the Ridgedale Hational Bank and the

"M.mmetonka Hational Bank both located in Minnetonka, Minnesota, and

the Shelard Ilscional Dank, St, lLouis Yark, liinnesota, showed that the
primary factoss evaluated in each application appearcd to be the sana.
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For example, in each of these three cases, the population and the .
expected population growth of each area where the bank was to be
located was evalusted in relation to the existing banks in the area
and the need for additional baniing facilities.

Qur review also showed that the procedures used in veviewing an
application for a Mational bank chartey generally are as follows.
After an application for & Hational bank charter has been f£iled with
the £ield office of the Comptroller of the Currency, & bank exaniney
performs an investigotion inquiring into the faoctors discussed above.
The examination includes independent checking and verification of the
date and clains made by the banx's proposed dirsctors, After the bank
examiner has completed his investisstion, he mskes his report torether
with a vecommendation for anproval ov disapproval to the Heasionzl Compw
troller of the Currency. If en interested party so requests in writing,
@ bearing will be held at which time interested persons may present
evidenca and argusments in favor of or opposed to the proposed new bank
charter. & record is made of any hearings held, and this recopd is
pade 8 part of the official application file.

After evaluating the bank examiner's veport and vecommendation and
other information in the £ile, the Reglonal Compiroller of the Currency
or his designes forwards the £ile to Washington together with his come
ments end recommended approval or disapprovel, The Dirvector of the
Bank Organization Divisfon and the Senior Economist in Heshington then
peview the £ile and moke their cooments and recommended decisionas.

The application £1le, topether with written comments and recoms
wended decisions, is then reviewed by the Deputy Comotroller of the
Currency who adds his comments and recommended decision to the file.
Tho entive f£ile is than forwarded to the Comptroller of the Currency
for his £insl approval or disapproval of the application.

r

Quy review of the three files (Ridredale MNational Bank, Minnetonks
Hational Bank, and Shelard National Dank)} showed that the same general
procedures wers followed in processine cach application. Yormal heare
ings were not held in conncction with the Ridpedale Hational Bank's
application but were held in connectien with the application of the
Hinnetonka National Dank and the Shelard llational Bank. O£ficianls of
‘the Comptroller of the Currency said that hearinge were not held on the
Ridpedale application because no interested party requested that bheapw
ings be held.
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Our veview of the file showed that seven banks sent letters to
the Reglonal Administrator of Hational banks protesting the application
of the Ridpedale liational Bank. Two of these proutesting banks indi-
cated in their letters thot they wished to be advised if hearings were
held on Bidgedale Notionol Bank's application. Tue f£ile also shows
that these two banks were informed by the Deputy Regional Administrator
of lstional Banks that hearinzs had not been scheculed because no one
had requested chat hearings be held. Cur review of the file confirmed
that there wos no record of en intercsted party having requested a

hearing.

We also obscrved that, in the case of the Ridpedale Hational Bank,
tha Office of the Comptroller &id not correspond with the personal
refevences given in the application by the proposed directors bub that
in the case of the Minnetonka National Bank and the Shelard iatlonal
Bank, the personal refcrences given by the proposcd divectors were
asked to comment on the suitability of the proposed directors to act as
bank directors.

Time_reondyed to nrogess soolicatinng

Dur veview showed that the application for the Ridgedale Hational
Bank was rveceived on Hay 26, 1972, and thet the spplication was approved
on August 22, 1972--87 days later, Dased on information furnished by
the Office of the Comptroller, the Compirollier of the Currency since
January 1967 has epproved or disapproved a total of 397 applications,
excluding epplications withdrawn from consideration by the applicants,
The time requived to process these applicacions ranged Lrom £ to 1,089
daya. (Thers were three applications approved on an emergency basis
within & very short pericd of time; one within 2 daye; one within 3 days;
and one within 5 cdeys. These emerpency situactions involved existing
banks in distrzss belag taken over by newly charicred banks.) The
aveyage tine required to process these 397 applications was 1862 days.
Also, there vwere & total of 29 banks whose applications were approved
within 87 days or less.

He asked officials of the 0ffice of the Comptroller wiy tha mﬁpkiw
cation for the Ridpedale Kational Bank was proceased so mucn Laster
than the averace time vequired to process all 337 applications. He
wore infomeed that the primary resson for the difference is the fact
that the Minneapolis Office of Renional Administrator of Kational Danks
has & vrelatively liphter vorklosd than othaor field offices and that, as
@ result, this field ofiice is ablo to process applications for MHational
bonk charters faster than wany other £iold offices. | .
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Our review confirmed that the Minnesota field office processes

applications for Hational bank charters faster thanm the national

Ceverasze time, Since January 1967, the Minncsots £ield office has
processcd 24 applications for National bank charters. The following
ghows the range of the number of days used by the Minncsota £ield
office to process 24 spplications since January 1967, as well as the
mean {(simple avorase) end the nedien (the wid-poink in & listing
arrensed in ovder fyom the smallest number to the largest numbey).
The data 18 arvanged o show separate date for applications on which
hearings vore end were not held,

Dava.. renudrsed fﬂ‘nwﬂﬂﬁqﬁw&&mi$ﬁﬁ$ﬁ@mm%

Cascs with Canes with AL}

no.hsarings. hearings £ASEE.
Range of days 4/ 2227 101340 Maos40
Mean nuabsr ﬁﬁ days ' 113 - 182 | 133
HMedian nusber of days 112 153 115

Officiale of the Office of the Comptroller also informed us that

anothor factoy contributing to the expeditious processing of the Ridgew

. dole Hatlonal Bank's application was the fact that the proposed directors
of ths Ridgedale lational Bank were the divectors of another lational
bank. They said that this contributed to expeditious processing of
Ridgedale Hational bank's application in two ways (1) certain facts werve
elready known about the proposed divectors because they had previously
been investicated by the Uffice of the Comptroller of the Curvency and
it was already known that these persons were qualified to ect as directors
of a lational bank and (2) since the proposed dircctors already had
certain exporicnce in dealing with tho Office of the Comptroller, they
probably knew what information and evidence was required to be submitted .
with the application thereby mininizing tho time requived to obtain addi-
tional or clarifying information. y

¢

; Includes one emergency bank organization. Excluding the
- emergency case, the range would begin at 69 days.




B-130961 ™

Rensong for prantine charter

In your letter of October &4, 1972, you asked us to determine,
88 nearly as possibley the veasons for the granting of the charter
to the Ridgedale ligtional Rank.

Our review of the file showod that the application was approved
after considering the factors previously mentioned, but in summary,
the two primary veasons for ﬂppmo@mng the application were as
follows: : .

1o The bank is to be 1mcmted in or adjacent to a large

© ghopping center undet cevelopment and it was believed

that this shopping center togethey with the trade it

would generatey would support & commercial banking

operation:, .

2. The organizers {proposed directors) were considered to

be successful, respected, responsible business men with
succegsful banking ciperience and the proposed capital
base wag adequate to serve as @ sound f£inancial base
for o new bank.

Our vevicw did not disclose any other foctors which appeaved to
influence the approving of this gpplication.

As noted plevimumlyg seven banks protested the approval of
Ridgedale Hational Dank's application. Two of those geven banks
ware the llinnetonka liational Lank and the shelard Hational banlke-
wiose epplication f£iles we vevicwed, The Hinnetonka Hational Bank
application vas weceived on Decenber 23, 1971, and was approved on
dunust 22, 1972, a period of 242 days, OGur veview of the file
indicated that processing of this application was delayed Lronm
March 24, 1972, to Aucust 22, 1972, because the orpanizers were
required to provide additional infornatioca to substantiate thelr
application, Alco, two nev proposed bank directovs were added to
the originally proposed board of directors,; and additional time was
requitved to investigate these two prmpowcd dirvectors. A

: The Shelard Mational Bank epplication was received on Mmmmh 9y
1972, and was approved on Juna 21, 1972, a period of 103 days.

" Heavings wore held on the applications of both the Shelard Hational

Bank and tle Hinnetonka Hational DBank.

4
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The Ridpedale National Bank £ile showed that the protegt of
the Minnetonka Hational Dank was considered in voviewing the Ridge-
dale lational Dank application. The Hinnetonka llatlonal Bank was
to have been located about 6 miles distant £rom the Ridgedale bank
end the Minnetonka liational Dank was to have an initial capital of
61,015,000, According to the Rideedales Hational Bank file, the
gervice avcas of the Ridoedale liational Bank and the Minnetonka
Hational Dank would overlap, but the two banks would not be in
divect competition with one anothey. Tha bonk exaniner concluded
that the Ridaedale liational Bank application had more merit cue to .
dits larger initial copitalization (52 million) end its preferable \
location, He also concluded that both banks could survive if both
opplications wera approveds | ' .
The Ridredale lational Bank file also showed that the protest
of the Chelerd ilational Bank was considered in xeviewing the Ridge~
dale Liational Bank epplication, The Zhelard Hatlonal Lonk was to
be located just 2-1/2 miles avay fwzom the Ridsedale Hational Zank
slte, The bonk exaniner decidad, however, that a bank was necded
in the shopping ceater vhere the Ridnedale Hational Bank was to be
located. Alsos at the time thoy filed their opplication, the
_organizers of tho Shelard National Dank were avare of the expected
Ridgedale ilstional Dank application. On this basis, the bank
exgniner concluded that tho protest of the Shelard Hational Bank
. had little nerit,

Possible conncetion . botween political
contrivutions gurd pooroval of barlk poplication

+

In your letter of Getober 4y 1972, you asked us to determine,
&8s nearly es possilble, tlie connection botween political contribuye
tiong node by Hessrs. Dvayne Andreang and Kenneth Dabhlbexp to any
procadures or actlions taken on the application of Ridgedale Hational
Bank,

£
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Our veview of the files msoke awvailable to us showed no indication
that any representatives of the 0Lfics of the Comptroller of the Cure
T pency were aware of ths vole of either My, Andreas or Mr. Dahlberg in
connection with the $25,000 political contribution., Ve discussed this
mabbter with ths Comptroller of the Curvency, the Deputy Cowptroller,
and the other vepresentatives of the Office of the Comptrolier who
participated in processinz this application. Each of these offidcialg
stated that, at the time they veviewed and approved the subject appli-
cation, thoy were unavare of ths asllegations connecting either
Hr. Andreas ov My, Dolilberg to the §25,000 political contyibution.

Choeking. of neyaonal roferences

*

]

In applying for a Hational bank charter, each proposed director
of the bank must complete fomms giving certain information such as
assets, liabilities; income; job history, etc. The epplication forma
algo provide space for the proposed bank directors to list personal
refercnces.

During cuy voview, wo noted that My, Dahlberg pave 83 his pevsonal
references the naxes of two prominent Republicans, Nr. lMaurice Stans
and Mr. Clark HacGregor, topethey with the name of a vesident of
Minnesota. We noted, howevar, that the file on the Ridpedale National
Dank did not contain eny letters of reference or any other evidence that
+ the personal velevences listed by eny of the other proposed directors
of the RKidgedsle Hatiopal Rank had been contacted. YHe also observed
- that the perscnal refevences listed by the proposed divectors of the
Minnetonka Hational Bank and the Shelawd Rational Bank had been contactod
end asked to give a personal reierence.

Ve discussed this mattor with officials of the 0ffice of the
Gomptroller of the Currency, end we wave informed that personal refevences
listed by proposed directors on the application form are not asked to
give a reference if the proposcd directors ave already serving a9 a
dirvoctor of another Lotional bank. The officials informed us, and cur
review of the Rideedale Haticnal Bank f£ile coniirmed, that eech of the
proposed directirs of the Ridiedale Hational Bank wos serving as the
director of onother Hatiomal bank in Minnesota,

- Comptyoller of the Currency officials eyplained that 4f a person is
gaxving 0s e divector of a National bank, his personal references have
been checked previously, In this connection, we noted that, in his
wemorandun of July 17, 1972, transmitting tho Ridgedale Hational Bank

L]
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application file to Washington, the Deputy Regional Administrator

_ stated, in part, that "Based on our existing knowledge of the orpanizers,

and thelr establiched reputations as well as that of the references
whiich they have given, refevence letters were not requested."

)
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REVIEY OF RTCORDS OF CASH WITIPRAVALS AND DTPOSITS

Your letter of October 4y 1972, requested that we determine
vhether commeréial banks, the Federal Reserve Bistrict Banks, and
the Internal Revenue Service have pubnitted and/oy meintained the
rocords required by law end vepulation on any cash withdrawals in
connection with certeain transactions noted dn your letter or any
other transactions involving the Pinance Comnittee to Re-ileet the
Presidont., As we advised you on Lctoboer 11, 1972, we wrote to the
Chalrman, IDoard of Governors, Federal Reserve System, and the
Secretory of the Treasury requesting access to the necessary
vecords for tho pevlod January 1, 1972, to June 30, 1972, in ovdey
that we could comply with your requeste )

On Cctober 17, 1972, we were acvised by the Chaivmon of the
Board of Governors, Federal Reserve system, that the only records
relating to cash deposits and withdrawals received by district
banks during this period were yeports of currency transactions
submitted by {inancial institutions on Form TCR~l. He advised us
that these reports weve not kept by the Federal Reserve District
Banks but wore ghipped to the Internal Revenue Servica,

On October 16, 1972, the Secretary of the Treasury advisced us
that the records for the period from January 1, 1972, to June 30,
1972, required by Payt 102 of Title 31 of the Code of Federal Regulge
tions (TCR=1's) were in the fileld officeg of the Internal Revenue
Service and designated an official on his staff vho could be cone-
tacted to secure geocess to these records, Onm Letober 18, 1872, we
te moke tha veports of currency transactions availeoble to us and
requested instructions as to the reports ond names to be checked,
Your office adviced us that we were to review the reports frou banks
in Ylorida ond Texas and we were furnished the nanes of 10 incividu=
ols to check for cash tronsactions with Florvida bonks and 20 names
to check for cash tromsactions with Texas banks, ’

On October 18; 1972, we made arvangements for our Dallas andy
Atisntg Regional Cifices to examine the TCRh-1l's for Flovida and
Texas, we were advised, bowever, on tetober 19, 1972, that the
Comuissioner of Internal Revenue service, anparently without the
knowledse of tho vf{ice of the Secretary, had ordered copies of
6ll the TCR-1's for the period January 1, 1972, to June 30, 1972,
sent to the Internal Revenue Service in kashington, D.C, The coples

-
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of the TCR-1%s were then sent by IRS to the lMain Treasury Building
wheve they were mads available to us, Ve were advised by an IRS
official that before the copies of the TCR-1%s were sent to the
Hain Treasury Building they were sorted to place them in alphabeti-
cal ovder by surnanz of the individuals involved in the transactions
and that one taw veturn had been detached from one of the TCi-1's,
He assurad us that none of the TCR-1l's had bean removed beflore

they were sent to the iain Treasury Building for our review,

We examined the 1,268 coples of the TCR-1's submitted by the
Jacksonville District of IRS {(which should ineclude all yecrorts fow
Florida) and the 196 and 33% subaitted by the Austin ond Dallas,
Texas, districtsge.regpectively (which should include all reports
for Texas), for the period from January 1, to June 30, 1972, There
were no TCR-1's for any of the names we obtained from your staff,

Cuy yeviaw of these reports indicates that elther the Fivst
Bank and Trust Company of Boca Ration did not comply with the
vegulations in ceffect prior to July 1, 1972, Zov the filing of
these forms or, £f they were filed, they vere not forwarded to us
for examination. 1his conclusion is based on the fact that we
found no TCi~1%s for the exchange by Kemneth Dahlberg of $25,000
in currency ior a cashicr's cleck on Apwil 10, 1972, es described
in the Aupust 26, 1572, report of the Cffice of Feceral Elcctions
of the General Accounting Cffice concerning vhe Finance Conmittee
to Re=Elect the President. Also, we found no TCR~l reports by the
Republic Hational Bank of iHami, the bank at which Bernavd Darkeyw

maintained an account, 28 noted in our August 26, 1972, report,

i

ATTITS TO CLUTACT HEIORS, ALLTH ATD HAYNSS

Your letter of Octobey 10, 1972, vegussted that we contact -
M Robert Allcn of liouston, Tesas, and his attorney Mr, Richaxd
Haynes in connection with the financial affairs involving the so- -
called Watergate incident, ‘

A
Your office furnished ve with Mr. Haynetr telephone number in
llouston and sucrested that we set up a meeting with him and
Mrs Allen to obtain the answers to several questions included in
youy Uctober 10, 1972, lectter, A nember of our staif called
Mr, laynes! office twice on Uctober 124 1972, and once on
October 13, 1972, but was adviscd on all three occasions that
Mr, Haynes was not in his oiiice but would be in later in the day.
We left a nunber for M. ligynes to call but be did not return ouw
calls, - ’ -
- 1] -
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On Octoboar 16, 1972, we advised your office that Mr. Haynes
had not veturned our calls. Your office advised us that we take
no further action on aitempting to sot up o meeting with My, Haynes
and Mr. Allen unless we were advised differently ox unless
Mo Hlaynes veturned our coll. Wwe have not heard frowm Hr. Haynes
a5 of this date,

We trust that the foregoing information is vresponsive to
your vequests., However, if you wish for us to obtain additional
information, please advise us. . :

Due to your veguest that'we report to you by October 26, 1972, Co
we did not have sulficient time to obtain written comments fyom the
Yedoral or non-lederal or:icnizations on the matters discussed in
the veport. We plen to moke mo further distribution of this renort
unless coples are specillcally requested, and then we shall nske
distribution only aiter your grrcement has been obtained or publice
onnouncerent hos been made by you concerning the contents of this
$epotla S

Sincerely yours,

' RFXELLER

'DepUtY  gpmptyoller Genersl
*  of the United States

Tha Honoroble Weight Patman, Chafzuan ' ’ .
Comnittee on Dauking ond Qurrency ) :
House of Representatives A
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