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The Honorable arl T. Milliard

1314 Longworth House Office Bldg,
11.5. House of Representatives
Washington, DC 20513

Diear Colleapue:

Pursuant to Rule 19 of the Fules of the Committee on Standards of Offictal
Conduct {“Commitiee™), we respectfully roquest that you respond o writing to the
foliowing additional questions regarding matters under review by the Commiktee,

Financizi Diselnsure of Ownership Interest in Hilliards & Company, Ine.

In vour May 1998 amendment to Financial Disclosure Statemends lor the years
1992 threough 1997, you indicacd thal you were not vequired under the Ethics in
Govermmaept Act to report Hilliards & Company, Inc. 22 an asset on your Financiad
Disclosure Staterments for those years. The Committoe understond your amendment to be
based on an April 29, 1993, lattee to Ralph Lotkin from the Committer Chaimman and
Ravking Mincrity Member, in which they discussed an exceplion to the reporting
requirsment fior ascets with a negative book value.  In your May 1998 letter of
amcodoment, however, you did not specify the reason why Hilliands & Co., Tne. was ool 4
eeportable assct for the yoars 199-1997.

1. Please confimm: () that the book value of Hilliards & Co., Ing. was neganve for ¢ach
of the repening petiods covered by your Fivancial Disclosure Statements for 1993,
1994, 1995, 1996, and 1997; and (b) that the wvalee of the conpmraticn was nol
olherwise ascerainable each year without an appraisal.

2. In connection with the above question, it would be helpful to {he Committes if you
would provide copies of annual corporate financial statements for cach of the yoars o

CUESTIon.

In vour December 1997 amendment to your Fivancial Disclosure Siatements for
1902-1997 vour reported a 32% interest in Hilltards & Co., Ine. In your May 1993
amendment. however, vou reporled @ 30.5% jolerest. Please clarify the anount of
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yobr current percentage interest in the company. In addidon, please specify the
percentags incerests currently held by other family members. Finally, please specify
whether your percentage intevest in Hilliards & Co., Inc. and the percentage interesis
of other Family members has changed since 1992, and, if so, the date and ameunt of

any such changes.

Disclosure of Ownership Interest in Greater Birmingham Golf Associdtion, Inc.

L

Please specify why you believe your imterest in Greater Birmingham Golf
Association, Inc. was not reportable under the Ethics in Government Act for the years

1992 through 1997.

To the extent you believe that your interest in Greater Binningham Golf Association,
The. was not reporable for the years in question because of the book value of the
corporation, please confirm: (A} that the boek value of the corporation was negative
for cach of the reporting periods covered by vour Financial Disclosure Statements for
the wears 1992 through 1997 and (b) {hal the valbe of the corporation wis not
giherwize asocrtainable cach year without an appralsal.

Campatan Expenditurcs for Rt

1.

Questions have been raized about whether the rents previcusly paid by your campaisn
committee for accupzihey in Bimingham comesponded to fair market valoe. Filings
by your campsign with the Federal Election Commission (“FEC”) indicate that your
campaien’s monthly rent at the Thitd Avenue Nonk location in Birmingham
incressed from 600 ta $1,000 in approximately April 1993 and increazed again from
$1,000 to $1.500 in approximately Septerober 1993, To assist the Commities in
m!uatmg whether those rent incresses were consisient with Federal clection
campaign laws and cormesponding House rules, please explain ﬂ]ﬂ reasons for esch of
those rent inceeases and specify when cach inciease took affect.”

FEC filings by your campaign reported that the campatgn made monthly peyinents
for rent in the amount of $2.000 to American Trust Corporation on Scptember 20,
1995: October 1, 1996; Movemnber 7, 19406, and Decerber %, 1996 The FEC filing

' Tiy conneetion with cont increases inearred by your campaizn at the Thicd Awenane Morth locstion in
Girningham in 1993, the Chairman and Ranking Minority Member asked the Following question in their
letier 1o you dated January 13, 199H8: “On what faceors wore those rent increases based?” Tn his response of
pacch 3, 1998, Mr. Lotkin respendad:  “The ¢ampaign obtainced additional spice {m andt [612-B far
stocage and adverisement space. A lage banner was erceicd (4R x 20 ! approximately} and digpiayed
xcross e Front of the building™” The Commimes 0w asks additionzl questions aboat s mattet o chivify
welielier hoeh rent inereases were based o the compaign’s acgoisition of addelional space and, if not, an
el Factors each incroase was Based.
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dated September 20, 1996, specified that the rent payment was for “Montgomery™ lor
Aveust and September 1996, The FEC filings reporting the rent disbursements on
Cctober 1, Movember 7, and December 9, 1996, did not specify the campaign office
to which those disbursements related. Flease confimm whether the Sepleraber j4996
rent puymenl pertained to the campaign office in Montgomery, and that the monthly
rent in Montgomery at that time waz 32,000, In addition, please specify which
campaign ¢ffice locations corvesponded to the three other rent payments Listed above.

1, Avcording to the FEC filing dated Cotober 11, 1996, the $2,000 cannpaign payment
for rent in Montzomery on September 20, 1996, was made to¢ Amerdcan [nost
Cocporation.  Please explain why this {and ofher ent payments for Menlpomery. 1€
any] were made o Amevican Teust Cocpotation. I American Troest Corporation
ovmed the building 1n which the campaign enled space in Monlgomery or was 1he
Fessor, please provide docwiments =0 indicating.

4. §f any of the $2.000 rent payments listed in question threw above perlained to the
campaizn’s cceupancy of space in Birmingham, please explain why rent at the Third
Avenue property increased from £1,500 to $2,000 (z 33% increase), and when that
increase ocoutted.  In addition, pleasc specify whether this inerease ocgomed dunng
the pennd when the boilding at Third Avenue was still under the control of the
Alabama Insuranee Commissionee.  {In his letter o the Commitee Chawrman and
Ranking Minority hMember dated February 25, 1998, Me. Lotkin advized that the
Alabama Inswance Commissioner took contrel of the bullding in Juoe 1996}

5. In their lever to M, Lotkin of JTapuary 13, 1993, the Chaivman and Ranking Minority
blember asked you to “{pHesse provide the addresses of your campaign offices 1
Alabama from 1991 to the present, and state when the campaign odfices wers located
al those addeesses” In Mr. Lotkin's response of March 3, 1998, he provided the
addresses of campeign offices for ageregate calendar vears, but was not more specific
a5 to when your campaign occupicd space at he addresses provided. (See page 3 of
Balph Lotkin®s Darch 50 1998, letter to the Honorable James Y. Hansen #nd the
 Honorable Howard L. Berman.} To assist the Commides in evaluating allegations
regarding your campaipn, please provide a more specific chronofogy (e by month)
of loeations end addresses where your campaipn offices in Alabama have been
lecated from Janwary 1, 1992, to the preseot, indicating the specific dales applicable
to pocupaney at each location, and the acquisition of any sdditional space. In
addition, please ¢lanfy whether units 1812-A, 1612-B, and 1614-A on Third Avenue
North in Binningham arc located in (he same hinlding,

6. In his lctter dated February 25, 1988, dr. Lotkin advized that vour campaign did not
pay rent for ocoupaney at 1612 Third Avenwe Morth in Bimmpgham betwesn Jone
1996, when the Alabama insumnee Commissioner fook coningl ¢of the building. and
the catmpaign’s locatton of “a new place™ The Comumatlec i interested n
determining whether youre campatgn comendtiee may have received any Improper m-
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kind contributions in the form of free occcupancy. Therefore, please spocify: (a) the
period in which the campaign peid no et for occopancy of space in Binningham;®
(b} why the campaign paid no rent during that period; (o) the location(s) from which
the carapaion conducted its activities during the period in wlich it did not pay vent:
{d) the amount of rent that was wnpaid; (¢} who held title to the boilding (or who was
fessory during the period in which rent was unpaid; and {f} whether the campaizn
subsequently patd back-rent for the peod i which it iad not mads rent payments,

7. What knowledge, if apy, did you have that your campaign was occupying office
space at no charge at the Third Avenue location in Birmingham dunng the penod
when 1l was paying no reot to accupy those pramizes?

B. Pleass state whether there was any perod in which the campaign paid rent for
cecupancy ol premmizes at Third Avenue in Bimengharn in which the campaipn offies
was neot, im fact, located at Third Avenue,

%, Dorng the pericd in which your campaign cceupied office space at the Third Avenne
locaticn o Bimningham wrthowt making rent payments, did il also receive ulity
services without paying for those services?

10, A review of FEC filings by vour campalpgn indicates several saps in reported
payments for rent of prertses in Birmingham. Baszed on their review ol the FEC
filings, for example, Comimittee staff have been unable to identify any ront payments

between,

» A reported FGOO payment te Arerican Trust Life Insurance Corporation on
October 1, 1992, and 7 reported paymeant of 31,000 to Amecrican Trust Life

Inzurance Corporation on April 9, 1953

¢« A reported $1,000 pavment to American Trest Life Insumance Corperation on
Fape &, 1993, and a $1,500 payment b the African Aanerican [astitute on October

E, 1993,

= A reported $4 500 payment 10 Y American Trust™ on May 26, 1995 (possibly for
three months of rent) and a repoded $3.000 payment o Amedcan Trust
Corporation on January 3, 1996, for “Rent Jan. & Feb. ™

 fzasedt on their review of TEC filings by your campaizn comminge, Comnmittes siaff have heen unable to
entily any dsbursernent [or vent i 1997 ol Decernber 1997, when the campaign reporicdly paid 3300
to Penick Realry Co, in Binmingham.,

* Comrnings stafl, however, Tive Teen mtabte s far 1w abiai vour canipaign®s year-cnd FEC filing for
1993, which ¢onld reflect peat paysirents benweon sl bay 1993 pad January |95 paymonts ngted hove,
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The Committee is intercsted in determining whether your canipaign commitlet may
have recepved improper in-kind contributions @ the form of fres ocoupancy for the
above-specificd periods i which rent payments do not appesr mmdicated an your
campzign’s FEC filings., Plexse comment on these apparent gaps in rent payments
and slate whether your campaign received occupancy of any premises during the
pericds indicated for which it did ot pay rent.

To assist the Comumities o evalvating allegations regarding your Cmpﬂi%n, please
explain: (a} why your campaign office in Bimmingham moved to 1703 4" Avenve
MNorth in December 1997; aned (b} why rent at the latter location was only 5300, In
that regard, it would be helpful to the Commuiites il you would specify the total square
footage occupied by the campaign at the Third Avenue Morh 2od Fowrth Averse

Morth locations, respectively.

FEC filings by vour campatgn indicate that the campaign paid 3300 10 Penick Realty
on January &, 1998 {consiztent with the new [ease entered into In December 1957}
and paid $200 1o Penick Realky on April 6, 1998, for the morhs of Felruary, March,
and Apdl 1998, Bazed on their review of FEC filings by your camnpaigo throigh
early January 1999, howewer, Commitiee staff have been unable to identify any
subseruent tent payments to Penick Fealty tor the campaign office in Biminghon
afier the Apdl 1998 payment. The Comntittee is interested in determining whether
YOUur campaign commities may have received improper in-kind ceminbutions in the
form of free occupancy. In that regand, please specify the date and amount of rent
pavinents by pour campaign for the Bimmingham campaign office since the reported
payment of Aprl 6, 1998, and explain any gaps in menthly rent payments by the
CAMPAIET.

Campaige Expenditures For THility Services

i

In e Committee’s letter of January 13, 1998, the Chairoan and Ranking Minority
Member asked, “To what extent, if any, did your campaign pay the utility bills
relating to use of the premiscs at Third Avenue 1 Binningham by entitics other than
the campaien.” In response, Br. Lotkin advised in his letter of March 5, 1993, that
“le]ach cntity paid its ewn overhead and cent.™ In lhs subsequent letter of April 2,
1998, by Lotkin stated that “[tfhe campaign had separte wililies with respect to
accupancy of the reptal ot 1612 3% Avenue, Worth and paid them. Mo other entifies
pecupied that space leascd to the campaign”™ The Commitee is uncertain of the
menning of be Lotkin's responzes. Therefore, please clanly whether your campaign
has ever paid for any wilily services received by any orgamzation other Uran the
CAMPAERT.
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Campaign’s Paymenis for Insurance Premioms

1.

Rent for Campaizn anif

1.

Mone of the disburseinent entiies for insurance paymenls ineloded in the campaign’s
FEC filings reentions Elizabeth Redimotd or a health insurance policy, and the March
5. 1998 leteer from Bluc Cross te Ms, Redmond contams bo mention of the campaign
or who was paying for the insurance. It therefore would be helpful to the Committe
if you would provide documentation comeboratmg that your campaign paid for
Elizabeth Redmond™s health insurance.

The infotmation provided by Mr. Lotkin indicates (hat the campaign pad insnrance
premiums to three diflerent organizations in connection with bs. Redrond’s health
care policy: American Trust Corporation, American Trest Life Insurance Company,
and Amencan Trust Comanuonication Corporation.  Pleasze oxplain why he ¢ampalgn
made insurance premium payments to thied parties, rather than directly to Blue Cross.
In addition, please explain why nauwrancc premivmz were pad 1o three different

business enlies,

If Mis. Redmond’s health insurance policy was in effect beginpiog on May 1, 1994, a3
tnedicated by Mr, Lotlan, please explain why FEC filings do not reflect payment of an
Insumanee premiwm by the campaign untl Septemnber 7, 1994 - four menths later.

Please explain why your press secretary, Kenncth Muliinax, repocedly told the
Associated Presz that the insurance in question was for fife Insurarce, rather than

health insurance,

nroresgional District Offices in Birmin

The 2300 monthly rent for the Binmingham campaign office, mstituted pursuant to
the December 1997 Jease with Penick Realty, appears low in companson with the
previous monthly rent paid by the campaign of at least $1,500, particularly given the
Committee’s previous need for additional space. Please explain the basis for the $300
moenthly rent,

TFo the best of your knowledge or belief, has any organization in which won or 4
farnily member had a bosiness interest or held a position received free or subzidized
geeupmcy of the building housing your congressional dizinet office in Birminghaty?

Pleaze provide copics of rental agreements in ¢ffect in 1997 relating to occupancy of
the Bimninghare building housing your congressional office by private organizations
{1f any? in which you or family members held an ownership inferest or a position.
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Campaign Loans to Rita Hall

1.

Please specify the puspose of each of the loans made by the campaign to Rita Hail.
To the best of your knowledee and belicf, how did Ms. Hall use the lean proceeds?

As of the FEC filing by your campaign duted Fanvary 11, 1999, Ms, Hall reportedly
still owed an outstanding loan bolance to your campaign of 37,4520 Ta lipht of the
fact that theze loans were made more then {1ve years ago and are payable on demand,
please explain why the campaign has not obtained repayment in full of the loans.

The FEC filing by your campaign dated Janvary 31, 1994, reported that ds. Hall
made 3 [oan repayment to the campaign of 34,500 on Qctober 1, 1993, The
Comnnttes would be appreciative if you would prosade winten documendation of that

loan repaytoent.

Campeivn Loan to Klvira Yilloughly

1.

According to an FEC hling by yowr campaign dated April 15, 1994, your campaign
tpaned 31500 to Elvira Willoughly on January I8, 1924, According to the same
FEC hling, Ms. Willouphby repaid the Toan B full oo Janwaty 31, 1994, Plegse
specily 1he purpose of the foan made to ds. Willoophby and, bt the best of your
knowledee and belief, the wse she made of the loan procceds.

To assist the Cormenities in assessing whether the toan o Ms. Smath was consislent
with Federal election campiien laws and cooesponding Hoese mles, pleass provide a
copy of the [oan agreemcnt of other wittten documcntation, if any, of the campaign’s
lan 1o W, Willoughby, In addition, please previde documentation of Ler repayment

of 1he loan.

Campaign Loan g Jacipoeliee Srmith

According 10 an FEC filing by your campaipn dated April 15, 1994, your carpalgn
leancd $1.500 to Jacgueling Smith -- identilied on the hling @ 2 “Grants Writer”
employed by your Bimmingham congressional office -- on March 15, 1994, Please
specify the purpose of the loan made to M3, Sraath and, to the best of your lmowledze
and belict, the use she made of the lean procecds.

To assist the Commatle: 1o assessing whether the [oan to Ms, Smith was conzistent
with Federal election campatgnr laws and cotresponding House mles, please provide a
copy ol the koan sgpreement or other wrilten dogomentation, 1 any, of (he campaien’s
loan to Ms. Srmath.
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As of the FEC filing by your campatgn dated Jaonuary Fl, 1999, Mz Smith apparently
had not repadd any portion of the loan. 1o light of the fact that this loan was made

approximatcly five years ago, plesse explain why the campaign has not obtained
repivnent i Full of the loan.

Purchzse and Saic of Buildinr Housing the Birmminsham Campaign Office

1.

1y

Based on the infonration provided by Mr. Lotkin, the Comnmtter understands that the
Aftican Amcrican Instinge purchased the buiding at Third Avenue (in which your
campaign Office was located) from American Trust Life Insuranes Co. m 1993 for
£355,000, then sold it back to Awmerican Teost Lafe Insurance Co. in 1995 for $1.00
and other moods and valuable consideration. Please conlirm the accuracy of (he
Commitee’s understanding,

To (he best of your knowledge and belief, pleaze cxplain the basis for the 1993 sajes
price of 3385,000, In addition, please provide any docwnents rclating to the 1993
sale to the African American Institute, inchuding any wrilten appraisals of the Third
Avenus property or documcnts regarding sales of comparable properiies.

To the best of your knowiedge and belief, please explain why the Afncan American
[nstitute reseld the propetty in 1995,

To the best of vour knowledoe and bebief, what was the balance of modgage hability
in 1995 at the ime of the resale of the property to American Trust Life Insurance
Co.”

in Bis letler of March 5, 1998, br. Lotkin advized that the “other goods and valeable
consideralion”™ provided by the pucchaser o the African American Instiute 1 the
1943 sale of the property was “the purchaser™s assumplion of mortgage lability held
by b Hillraed to Wiltiarn Parker and South Trust Bank.” Plewse explan why the
assumption in 1995 of mortgage Lability by Ametican Trust Life Insurance Co. of a
debt held personatly by you would have benefited (he Aldcan Americao Enstitute.

What was your knowledge of, or involvement in, the 1993 and PS5BS sales
{ransactions at the time of those transactions?

Use of Official Resources

I.

Amn article published tn the December 3, 1997, issuc of The FE (see the ailached)
containcd allegations of misuse of official resources by your congressionat district
offices in Alabama, both for campaign purposes and in conneciion with your povale
businuss interests. Inoa letter daded Fehrvary 23, 1998, Mr. Lotkin commented on
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thesc allegations in response to questions posed by the former Chairman and Ranking
Minority Member in their letter to Mr, Lotkin of January 13, 1998, We invite you to
submit whatever additional information you ey desire in connection with the
allegations as published by The FEL

We rezpectfully request that you submit your responsts 1o the above questions in
wriling by no kater than June 11, 1999, that your attoroey review your responses before
they are suhmitted to the Committee, and that you personally sign your responaes.

Thank you for your cooperation in this matter. IF you have any questions
regarding thiz letier, please contact Chicf Counse] Robert Walker or Counsel David H
Laufrman at (2023 2257103,

Sincercly,

Lamar Smith
Chairman

cc: Ralph Lotkin, Esq.

LEMLB:dh]



