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BY HAND-DELIVERY

The Hongeable Earl F. Hilliard

1.5, House of Bepresentatives

1314 Lonpgworth House Office Building

Washington, DO, 20513

Dear Colleague:

We appreciate your cifort to resolve the mallers pending before the Committee
througlh the wnitten proposal offered on your behalf by your attomey, Ralph Lotkin,
deong Bis mesting with Comeritles eoeosel on July 30, 1999 We have carchully
revicwed that proposal amd e have discussed wiath Comamatter counsel othcr information
previded by your attomey dunng that mecung. We have determined that we must reject
the peoposal. We simply do not have a sufficient factual basis to resolve the pending

155088

In this Jetter we dizcuss the arcas about which we have continuing concems. In
doing =0, of cowse, we alse ask you for explanations and information addressing these
copcems. We wizh lo emphasize thal divect, detailed, specific, and, whers possible,
venfiable responses by pou o pur conoems amnd guéstions will assist s greatly in
reaching appropriate and fair resohsions i this matter. As it has been when we have
addreseed earlier requests for information to you in this matter, it is cur hope thal you
will provide such mesponses, Ttis im s spinit thal we wote b you,

Firancial Disclosurs

Az you know, the Comruties has an obligation to oversee and enforce financial
diselosure requirements, 1his obligation 15 & fundamental aspect of our jurzdiction.
Therefore, we would find it extremely useful, for the purpose of resolving cur concerns in
this area, to hear frora you why -- as yoeu stated in your May 1998 amendment to your
Financial Dhisclosure Stalements for the years 1992 throwgh 1997 -- it is your
understanding that you were not required under the Ethics in Government Act 10 repors
Hilliardz & Company, Ine., a5 wn asset on your Financisl Disclosure Statement for those
vears. Al the meeting with Commiltes counsel on Toly 30, 1999 Mr. Lokin provided a
Ietler datest Apnl U, 1998, from James: Wnight, a beokkesper, stating that hr, Wright “has
been responsible for prepanng corporate financial records for Hilltards & Company, Tne.”
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and bzt “lor the calendar vears 1992 (hrough 1997 inchugive, Hilliards & Company had a
negative book valuc which was also reflecied in forme Rled with the Intermal Revenne
Service.” If accurate, please personally confirm that Hilliards & Company had a negative
book value [or the years [992 through 1997, Any further documentation or records that
you can provide relating to s issuc would greally facilitate our ability 1o resolve gur

GONCerns..

Cur questions to you are similar regarding why you believe vour interest in the
“Greater Bimmingham Golf Associstion, Inc.” was not reportable on your Financiad
Dizclogare Statements for the years 1992 theoupgh 1997, While we appreciate the offer to
us, throngh Mr, Letkin, of twe K-1 tax schedules in conngetion with this ssue, it is not
clear on their face that those documents relale to the Greater Birmingham Golf
Association (the schedules specifically reler to “Birmingham Recteation, Ine.™); further,
those documents appesr to concern only your inceme fromt your interest in the enticy and
do not appear to concern the value of the woderlying holding.  Thetefors, apain if
accurate, please persenally confiom that Greater Bimmingham Golf Aszsociation had a
negative book value for the years 1992 through 1997, Any documentation or reconds that
you can provide relating to this tssue would be very vahrable to vs ;o oer efforts 1o
rizsnlve our gquesiions abool this [,

Campaign Expenditures for Rent and Utility Services

Erondly speaking, the ¢xplanations and mlomeation we agk you o provide 10 as in
thiz area relate to oor attempt o resolve questions as o whether or not, throuph he
paviment of rents by your compaign in Binningham, campatgn fonds may bave been
converled to personal uge W excess of pelmbursement for lembinate 2ed wvenfzable
campaign expenses, [nonder to address (hese questions, we stmply must have a sufficient
basis to reach conclusions about whether or not the rates for rents pald by your campaign
for the Third Avenue Nerth localion in Biominghao -« both to American Trost Insorance
Company and 1o b AfGczn Amencan Institnte -- were based on fair maerket valoe, One
category of information which we belhove to be esseniel to us in reachung any
deterinination as to fair market valoe js information as to the squage footage of space
oecupied by your campaign over the period in guestion, that is, from roughly May 1902
to Drecember 1997, Theretore, please tell us what the square footape was for your
camparen ofice over this perads if the souars footage changed, please ]l vs when, how
and why; also, pleasc identify the specific location{s) for yowr campaign office in
Bisningham over this period.

Particularly in light of the Cormittee’s letter advisory opinien to vou of June
1993 —- in whech the Commatles advesed you Lt you could continue to house your
campatgn in Bimningham with he butlding owned by American Frust Insuranee

1Tn determining what kind of documentation and records the Committee would find vzefol with respect o
thig and the dher arcas of concem discussed in this letter, please consull the Corgenilee’s May [2, 1999
Lemier I voU.
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Company provided that the company charged rent (0 the carpaign based on fur market
value - we would appreciate your explaining to us what cHorts, if any, were undertaken
by you, or people working on your behalf, to assure that fair market value was paid, as
well as to doenment (hat fair market valee wag paid or required 10 be paid. Wik regard
to these issues, as well as with regard to the questions above relating more specifically to
locations aed square footages ocoomed by your campaign office In Bimmingham,
verifiablec documents and records would be of great assistance to vs In resolving our
concerms; therefore, we ask you 1o provide 10 15 any docmnents or reconls that may be
relevant to these matters. To the cxtent that relevant documents or recotds do not exast
{and we are aware of your attomey's representalions as to the state of recordkeeping
relating to these 1ssues), please personally so inform vs and please cxplain the state of
docomentation in this matier. Having sapd thas, bowever, we also note that, eveq 1f Rl
documentation does nol ¢xisl on théye 1ss0es, memones certainky do exist; thercfore, we
ack you to provide us the name, address and telephone nunber, if possible, of anyone
who may have persopal Koowledge relevant to 1he quesitons set forth above reparding
expendifures by your campaign for rent.

Lastly, 10 the July 30 mesting with Commities counsel, your atlomey reproscniled
that cach of the business entitics that occupied the Bimmingham bulding howsing your
campaign paid for itz own otilities. So that we may resclve tis issue, please confieen lor
ug, in your cwn words and if aceurate, that yvour carapaign paid only for s gwn olilities
m 1he bailding o gquestion and tha each of 1he other entidies in the Dulding paid for its
own ulilities,

Purchase and Sale of Building Hovsing the Campaspn ie Birningham

In our vicw, recciving sufficient assirances a3 to the bona fides of the transactigns
between American Frust Life Insurance Co. and the African American Enstitute for 1he
Buildieg at Third Avetuwe MNorth in Bipmiegham is diceetly connected 10 (e concerns
cxpressod above repanding expenditures for rent by your vampaipn.  Therefore, we ask
vou to shed as muoch light on these transactions as you can. We would find answers to
the folfowing kinds of questions especially belplfvl o our atterapt (o npdersland these
events: on what basiz was (he 1993 sales price of $385,000 amved at; what were the
balances of the two monpapes assurned by the Aftican American lnstimle m the 993
iranzaciion; given the temms of 105 parchase of the bulding in 1993, why did the African
Arerican Institute sell the building back to American Tiwost Lite in 1995 for 31 (o
additton 1o descharging itself of ceriain mottgage liabiliy owed By youd? Whal we seek
from: you -~ and what we would {ind to be of the greatest weight in Uus ares -- iz as i),
candid, and specific an explanation as possible of these teamsaclions and the
chireumstances surreunding thern, As with the other areas covered in this letier, any and
all documentation you can provide relatmg to these ransactions would be of great help 1o
uz. [F documents or records do not exist, pleasc inform us and cxplain, if you can. 'We
would alzo appreciate your idemdifying for us (by name, addeess and tetepborie somber)
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any persen — incheding the relevant persons at the African Amlerfican Institute -- who was
invelved in, or had brsthand knoradedee of, cither of the bwo iransaclions at jssie,

Pozsible Receipt of Teee Ocecupancy by the Canpaign

As detailed tn our bMay 12, 1999, letter to you, it appears that thers were perieds
between 1992 and 1998 when your campaign did not pay sent for 118 occupaney of office
space in Birmingham. At the meeting between br. Lotkin and Committee counsa] on
Taly 30, 1999, he scknewledgod that there were penods when yobr canpugn eeeupicd
space 10 Binsingham but did aot pay rent contemporanecusly with that occupancy. Mr.
Lotkin offcred that the campaign later made payments satisfying all of its rent
abligations; he said he was unaveare, however, of any docuwentation of those payments.

As you are no deubt aware, if your campalgn reocived e occnpancy of office
space, questions arize as 1y whether such ftee cocupancy constituted an in-kind
contribution to the campsign. M Lotkin’s proffer of information aotwithistanding, we
oy pot have supificient factuzl representations from you io answer or rcsolve these
gucstions. Therefore, we ask you to tell us whether there occasions or periods when the
campaign in Birmingham did not pay rent when such rent was due or when it way
obligated to make such payments. In your response to us teganding thes issuc, please be
guiderd by the following questions: When were the cccasions or perieds or non-payment
of rent, iFany? What were the apounts imvolved? Wy was the rent not paid, or not pagd
in a timely fashion? Who al the campaipn was responsible for making the rental
payments at the relevant times; who at Amencan Towst Life wias responsible for
collecting renis? I, as your atforney has stated, your campaign cventnally made
paymenls satisfying s rent abligations, pleage tell us as much as you can about the facts
and circumstances surrounding such payments. Does any decumentalion exist reling o
such payments? If =0, we would find it valuable for you to provide it to us.

Caompaipn Loans

As we npted in previops conespondence, FEC fllings by your campaipn indicate
that your campazgn made loans to your mecee Rila Hall and 0 Jacqueling Sioth and
Elvira Willouphlyy. Ouwr previous understanding as to the specific amounts and terms of
these loans is sot {orth in ooz better to you of May 12, 1999, Baosed on this underestanding,
we had concemns that these loans may have constituted cxpenditores of funds from your
campiign aceount pot atiributable ko bona carapaign or polilical purposes.

Int the July 30 meeting with Cormimitlee counsel, Mr. Lotkin advized, among other
relevant mateers, thal you had personal Enowledee of (he loans 0 the three people
mentioned above, that none of the loans was memeralized in writing; and that the
purpose of cach lean was o help the meeipient “resolve personal Hinaocial problems™
The written proffer tendered by dMr. Lotkin sets forih other represcntations rcgarding
these Ioans, At the meetjng, Mr. Lotkin also ¢ommented that he was unaware of any
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documentation for loan repayments reported 1o the FEC, although he cormmented that
stch repayments waee, in fact, made. Significantly, Mr. Lotkin acknowledged that these
lpans were not attributable to bona fide campaipn or pelitical purposes,

We consider the representations made by Mr. Lotkin reganding thess loans as
evidence of 2 commitment ¢ candor by you on this isspe. We appreciate that preatly. In
furtherance of that appatent commitment, we ask you Lo explain to us, i your own
wonds, the fecte and circumstances swrounding theze loans.  In setting fonh your
explanation, it would be helpful if you specifically infermed v of such matters as the
purpese of each loan and your knowledge of each of the loans at the time cach loan was
made. To the exleat you have any knowledge, please also sate how eack loan recipient
wsed the loan procecds. Here, a3 with regard to the other issues discussed 1n {his letter,
documeniation would be very helpful to owr purpeses zod we would appreciate itz
production by you. Therefore, please provide any decumcnlalion availabie regarding
these loans, including documentalion as to any repayments of the loans. If no such
documentation exists (or was never created), please explain this to og as fafly as you can,

Mot onfy 23 the Chairman and Ranking Member of this Committee, but also as
your colleagucs, we recogmize that (here hias been a long cxchange bebween you and the
Cropormittee on the matters discnssed in s [etier. The Committes began and continued
ils comrespoendence with you on these malters because hey ratse concems which we take
seriously, end which we believe need to be addrezsed. We koow that you take thesa
concems scriously as well. Buf, as we began this letter by noting, the explanations snd
information that you and your atlomey bave so far offered on the matters stHl at 1330
simply do not provide us with a sufficicnt factual bagis for arriving at any conclusions as
to these matlers. That is why we wish to emphazize to you that, from the Comauities’s
pesspective, there can be no substitute for specific, direct, and, whenever posable,
docurnented responzes to Lhe questions and ¢oncems put forth here. We belicve that it is
possible that sefficient, specific, direct, and, where possible, verifiable responses coutd
answer and allzy some, most o all of theze questions and concems. We Ituly hope to
regetve such responses from yonr.

S0 that we may give your responses the full consideration they deserve, we ask
that your subsmit your responses to the matters sct forth in this letter to Lhe Conunittee in
writing by no laler than September 7, 1999, We also ask that you have your attomey
review your responses beforc they are submilted to the Comunittee, and that you
personally sign your responses. If your responses to this letter do not provide 2 sufficiem
factoa! basis to resolve the matters discnssed above, we intend to present those matters to
the full Commiitee @t 15 first meeting in Septemier 1999,
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Thank you for your coopeation in this matter. If you have any questions
reparding this letter, please call Chief Counsel Fobert B, Walker or Counszel David H.
Laufman at (2023 225-7100%.

M Mﬂmcmm
Lamar Smith Howard L. Berman
Chairman Fanking Minodity Membar

«t: Ralph Lotkin, Esqg.



