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United States Caurt of Appaals
UNITED STATES COURT OF APPEALS For the District of Columbia Clreuit
FOR THE DISTRICT OF COLUMBIA CIRCUIT
INDEPENDENT COUNSEL DIVISION FILED MaY 6 1995
) CLERK
In re Ronald H. Brown =l No. PN 9S-1 ;

APPLICATION TO TRE COURT PURBDANT TO 28 U.B.C. § S92(c)s(1)
_THE AP NT OF AN NDENT COUNS

In accordance with the Independent Counsel Reauthorization
Act of 1594 (the act), I harebyjapply for the appointmant of an
Independent Counsal to investigate whether Ronald H. Brown, the
Secretary of the Dapartment OfICommerce, committad any violatiloens
of federal crininal law: (i) in conrection with his acceptance
Of things of value from Nolanda Hill and/or First International,
Inc. (Pirst Infernational): (£1) in connection with the financial
disclosure reports he filed:; or (iii) in connection with his
application for a mortgage to finance the purchase of a townhouse
_in Januvary 1993. The Independent Counsel should datexmine
whether prosecution of Secrétary Brown on any or all of these
matters is warranted.

INFORMATION RECEIVED

On January 17, 1995, the Department of Justice recalved
media reports that Secretary Brown may have failed to disclose
required information about First Internationai, a company that he
had owned with Hill, on his annual Financial Disclasure Report
ror 1993, filed May 15, 1994 (the Annual Report). Following an
initial inquiry into these allegations, I determined that there
was specific information from a credible source that Secretary

Brown had failed to disclose on his Annual Report both that he
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had received income from First International during 1993, and
that he had an aceount recaivable from the company at the end of
1993. 28 U.S.C. § 591(d) (1). Those allegations raiead questions
undar the statute prohikitin? a2 false statement to the
government, 18 U.S.C. § 100l. Accordingly, on February 15, 1995,
I notified the Court that we had commenced a preliminary
investigation. 28 U.8.C. § 592(a).

During the initial inquiry and preliminary investigation, we
recaeived information about other alleged inaccuracies in both the
Annual Report and a financial disclosure report that Secretary
Brown sgubmitted in January of 1993, before he enterad office (the
Entry Report). We also received information that caused us to
investigate the payments Sacretary Brown received from selling
his interest in Filrst International during Decaember of 1993.

This allegation required us to inquire into the operations of
7 First International and other companias controlled or operated by
Hill. Additionally, in the course of our investigation, we
devaloped information that Secretary Brown’s application for a
mortgage to finance the purchase of a townhouse may have bean
inaccurate.

During the 90-day time period allotted by the Act, we
conducted as complete an investigation as possible of all of
these allegations. In light of the strictures and procedures
imposed on a preliminary investigation by the Act, however, I
conclude that there are reasonable grounds to believe that

further investigation into each of these mucters is warranted, in
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order to determine if Secratary Brown may have violated a federal
criminal law other than a Class B or C misdemeanor or an
infraction. 28 U.S.C. & 592(c) (1)(A). I therefors apply to this
Court for the appointmaii. vf an Independent Counsel to conduct
that investigation.

RESULTS OF THE PRELIMINARY INVESTIGATION

A. Allegations Concerning the
a

our investigation established that Secretary Brown recelved
things of value totalling almoﬁt $500,000 from First
International while he was Secretary of Commerce. Secretary
Brown, who cooperated with our preliminary investigation by

providing documents and submitting 20 an interview, has explained

that he and Hill formed First International in 1990 as a

"merchant bank." with the object of matching potential investors

. —_with promising projects around the world. Secretary Brown and

Hill each owned S0 psercent of the stock. Secretary Brown
invested no money in First Internationel.

In Decamber of 1993, Secretary Brcwn sold his interest in
First International back to the company. He raceived a payment
package composed of three parts: (1) $135,000, which already had
been provided to him in three $45,000 payments during 1993:

(2) forgiveness of a $72,000 debt he owec to a company owned by
Hill; and (3) an agreement by First International to pay off
approximately $300,000 of his personal debts, which subsequently

were paid off in 199¢.
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During our preliminary investigation, we received
information challenging the million-dollar valuation of First
International. We also received information that the money used
to pay Secretary Brown had been taken from other corporations
owned or controllad.by Hill. Finally, we received allegations
that there may have been some linkage between the payments to
8acretary Brown and his official position.

Under the Act, we have limited powers with which to conduct
our preliminary investigation. 1In particular, we are not able to
use a grand jury, or otherwise compel the attendance or testimony
of witnesses. In this case, a number of witnesses hava declined
o cooperate fully and, without these mechanisms, wWe are unable
to compel them to do so. Glven the state of the evidence, in an
ihvastigation not involving an official covered by the Act, we
wonld ordinarily lnvestigate the transaction further, including

' emplaying the grand jury process, to determine whether the money
was given for or because of an offiocial act, otherwise than as
provided by law, in violation of the federal gratuity statute.
18 U.S.C. § 201(c). Because of the linmits on our investigative
powers, we are unable to rasolve the issues raised by the facts
known to us at this point without the appointment of an

Independent Counsel.

B. Rationale for Including Hill and her Conpanies
Ln_the Tndepgndent Counsel’'s Iurisdiction
When an Independent Counsel is appointed to investigate a
particular subject matter involving a person covered by the Act,

the Act directs that the Indapendent Counsel’s juriediction
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includa "all matters related to the subject matter," 28 U.S.C.

§ 593(b) (3), and that the Department of Justice suspend all
investigations and proceedings regarding matters in the
prosacutorial jurisdiction of the Irndependent Counsel. 28 U.S.C.
§ S97(a).

In this case, our preliminary investigation of Secretary
Brown’s financial transaction involving First Ipternational
aexpanded, by necessity, {nto a relatad but broader inquiry into
the financial affairs of Hill and the companies she owned,
controlled, and managed. Because the issuss surrounding
Sacretary Brown’s recaelpt of things of value from First
International are inextricably intertwined with questions about
more than one of the entities that Hill formed, owned or managad,
I recommend that the Independent Counsel’s jurisdiction include

the investigation of possible violatlens of federal criminal law

by Hill or her companies. Such an investigation could not
separately be undertaken by the Department of Justice without the
substantial risk of interfering with the Independent Counsel’s

mission.

(99 Allegations of False Statements
on cla 3 _Re ts

1. osures i F Int o
Secretary Brown disclosed on his Annual Report that he had
ao0ld his interest in First Internatjonal, and reported that the
transaction had a value of between $250,000 and $S%00,000.
However, on other sections of the form, Secretary Brown did not

record either that he had recelved tha $135,000 from First

B/
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Internaticnal in 1993 or that, pursuant to his divestiture, at
the end of 1993 First International had an outstanding obligation
to pay approximately $300,000 of his personal debts. With
axceptions not relavant here, such disclosures are réquired by
the form, which calls for the disclosure of the source and amount
of income raceived by the fller, and of asgets held by the filer
at the close of the reporting period.

A daliberate omission of material information required by a
financlal disclosure form may violate 18 U.S.C. & 1001. Under
the Act, I cannot decline to seaek the appointment of an
Independent Counsel based on a subject’s lack of criminal intent
unless I have clear and convincing evidence that ha or She lacked
the state of mind required by ths statuts. 28 U.8.C.
§ 592 (a) (2) (B). Although there is evidence tending to guggest
that Secretary Brown lacked criminal intent in his faillure ®o

T " aisclose this information, I am unable to conclude at this
juncture that such evidenca i8 clear and convincing. For thie
reason, and haecause, as I have concluded above, further
investigation of the First International transaction itself is
warrantéd. I recommend that the Indapendent Counsel’s
jurisdiction include possible false statements or cmissions
concerning First International on Secretary Brown‘’s disclosure

reports.
2. Qther Disclosureg
During our preliminary investigation, we examined other

allegations of inaccuracies in Secretary Brown’s financial

0S/17/95 1_2:13 : Vs TUU Uitu(r 4; i
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disclosure reports. Our inveatigation revealed that, although
moat of the information on Secretary Brown’s reports appears to
be accurate, there area several errors onh the forms. For example,
his BEntry Report railed tc disclose that he held his interest in
the Boston Bank of Commerce through a partnership, and he
misidentified the location of property held by the Potomac
Housing Fund Limited, a real astate partnership in which he was a
limited partner, on both his Entry Report and his Annual Report.

Although the evidence from our investigation suggests that

these inaccuracies may not have been deliberate, I am unable to
conclude at this juncture that the avidence of lack of intent is
oclear and convincing, as the Act requires. Additionally, since I
have concluded that the Independent Counsel’g jurisdiction ehould
include possible false statements regarding Pirst International,
the Independent Counsel should not be restricted from fully

T " {nvestigating Secretary Brown’s disclosure reports and avaluating
whether there were any material, willful misstatements.
Accordingly, these matters should be included in the Independent

Counsel’s jurisdiction.

D. Allegation of False Statements
on the Townhousa Mortaage Applicatiopn

In the course of our preliminary investigation, we received
evidence suggasting that Secraetary Brown may have signed an
inaccurate application for a mortgage for & townhouse in 1993.
On the application form, Secratary Brown falled to raveal all of

his debts, and misstated the source of the downpayment on the

townhouse. Although payments on the loan are current, there is
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avidence that this Iinformation could have been a factor in the
lending institution’s dacision concerning the form of the
mortgage, and therefore could have been material within the
meaning ol 12 U.8.C6. § 1014, the statuta prohibiting false
statements to financial institutions. For these reasons, and =a
because I am unable to conclude at this juncture that there is
clear and convincing avidence of a lack of the requisite criminal
intent, the issue of possible false statements in connection with
the application for the mortgage loan warrants further
investigation.

E. No Further Invaestigation of
Other Allegatjons Warranted

In a lettar dated February 27, 1995, William F. Clinger,
Jr., Chairman of the House Ccommittee on Government Reform and
oversight, outlined a2 series of allegations against Secretary
Brown and requested that an Independent Counsel be appointed to
lnvestigate thesae matters. During our preliminary investigation,
we reviewed documents and interviewed witnesses relating to each
of the matters raised in Congressman clinger’a letter. 'Except as

they may be included within the issues set forth in the preceding

sections of this Application, I conclude that the allegations in
congrassman Clinger’s letter do not warrant further

investigation.®

' Congressman Clinger’s allegations that Secretary Brown made

false statementa to Congress in deseribing First International and
his relationship to that company and associated corporations would

be related matters within the appropriate jurisdiction of the
Independent Counsel. 28 U.S.C. § %$93(b)(3).
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Specifically, 1 £ind no reasonable grounds to concludae that
further investigation is warranted of allegations that Secretary
Brown may have violated the conflicts of interest astatute,
18 T.=.C., &8 208. Condgrassman Clinger allegas that Secretary
Brown may have violated the conflicts of interest laws in ilorec
respects: (1) by inviting the chief Executive Officer of Digital
Bquipment Corporation (Digital) on a trade mission to Latin
America; (2) by assisting ATST in obtaining a contract to upgrade
the telephone system in Saudi Arabia; and (3) by arranging for
Hill to attend luncheons at the White House during 1993. Our
investigation has revealed that there is no factual basis to
support any of these allegations, and therefore there are no
reaccnable grounds to inveastigate further.

1. Alleged conflict of interest regarding the
Bopton Bank of commerce and Digital

Congressman Clinger alleges that Secretary Brown, although
recused from matters affecting Digital because of his partnership
interest in the Boston Bank of Commerce, nevaertheless violated
the conflicts of interest statute by inviting the Chairman and
Chief Executive Officer of Digital on a trade mission to latin
America in April 1994. We found no support for this allegation
in our preliminary investigation.

our investigation revealed that Secretary Brown held his
interaest in the Boston Bank of Commerce through a partnership.
Under the conflicts of interaest laws, an official is barred from
partioipating personally and substantially in matters atffecting

the financial interests of his partnsrs. Because Secretary Brown
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was aware that one of his partners had an interest in Digieal,
the Secretary had an interest in Digital attributed to him for
conflicts purposes. The Secretary promptly recused himself from
participating personally and substantially in matters having a
specialized effect on Digital, and ultimately divssted himself of
his intarest in the Boston Bank of Commerce partnership.

In early 1994, the Department of Commerce organized a trade
mission to latin America, and a number of executives from
computer companies were invited, including Digital. oOur
investigation revealad that.secretary Brown was not personally or
subatantially involved in gelecting the invitees for the trip.
Accordingly, there is no evidence of any personal or substantial
action on the Secretary’s part that would implicate the conflicts
of interest laws, and no further investigation is warranted.

2. Alleged conflict of interest regarding
ang eg Communjgat X

Caongressman Clinger also alleqés that Secretary Brown
violated the conflicts of interest laws when he took official
actions that benefitted AT&T, while knowing that a joint venture
with AT&T was the primary source of income for Xellee
Communications, Inc. (Kellee), a company in which the Secretary

had an interest. We found no support for this allegation in our

preliminary investigation.
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The allegation that the Secretary violated the criminal
laws? by assisting AT&T with its bid to acquire a contract in
Saudi Arabia would require a link between the Secretary‘s
cfficial actioné on AT&T's.behalf and the expansion of the joint
venture agreenent batween AT&T and Keilea. 2ur {nvestigation
revéaled no direct or indirect connection between Kellee’s
enhaficed business and the Secretary’s efforts on AT&T’s behalf.
For this reeson, the allegation that the Saecratary’s actions on
ATET’s behalf violated federal criminal law doe= not warrant

further investigation.

3. Alleged conflict of interest regarding
! u c n tion Ri

cohgrgssnan Clingexr also alleges that Secretary Brown may
bave violated federal criminal law by arranging for Hill, his
business partner in First International, to attend two luncheons
at the White House.® oOur investigation revealed that Hill was
i;?ited to attend two White House luncheons for axecutives of

American companies during the summer of 1993. Secretary Brown

had no involvement in or Influence over the decision to extend

Z  Although it is undigputed that Sacretary Brown had no
direct financial interest in AT&T, We oonsidered Congressman
Clinger’s allegation that the Secretary violated 18 U.S.C. § 208 by
his actions on AT&T’s behalf. We also considered the provisions of
the criminal code regarding bribes and gratuities, 18 U.S.C. § 201,
which might have been impiicated if AT&T had agreed to expand its
business venture with Kellee as an inducement or reward to the
Secretary for his official actions on AT&T’sS behalf.

3 congressmen Clinger’s allegation concerning the White House
lunches invokes the conflicts of intarest statute, 18 U.S.C. § 208,
but we also considered the allegation as a hypothetical gratuity,
18 U.S.C. § 201(e).
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either invitation %o Hill. For this reason, there are no grounds

te investigate further the allegation that the Secretary violataed
federal criminal law in corinection with Hill’s invitation to
those lunches.

Accordingly, I coneluds that tha Independant Counsail’s
Jurisdictioen should not include allagations that Secretary Breown
violated 13 U.S.Cc. § 208.

CRNGLUSTON

Based on the results of the above-described praeliminary
investigation., I hereby notify the Ceurt that there are
reasonable grounds =2 beliave That further investigation is
warrantéd. as set out above, and thq:efcre I sesk the appointmant
of =n Independent Counsel. I have appended a recommended
statemant of the scope of the Srosecurorial jurisdiction for the

__Independenz Counscl.

Respectfully submitted,

tTorney General of the Unitaec Stactas

DATED: ﬂ,"gé 453
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United States Caurt of Appaaly
UNITED STATES COURT OF APPEALS For the District of Columbig Clreult
FOR THE DISTRICT OF COLIMBIA CIRCUIT
INDEPENDENT COUNSEL DIVISION FILED maY 1 g 1995
) CLERK
In re Ronald H. Brown ) No. PN 95-1 ;

APPLICATION TO TRE COURT PURSUDANT TO 28 U.B.C. § S92(c)+ (1)
THE AP NT OF NDENT CODNS

In accordance with the Independent Counsel Reauthorization
Act of 1994 (the Act), I hereby‘apply for the appointment of an
Independent Counsal to investigate whether Ronald H. Brown, the
Secretary of the Dapartment ofICOmme:ce, comnittad any violations
of federal crininal law: (i) in conrection with his acceptance
of things of value from Nolanda Hill and/or First International,
Inc. (First Infernational): ({1) {n connection with the financial
discloeure reports he filed; or (iii) in connection with his
application for a mortgage to finance the purchase of a townhouse
_in January 1993. The Independent Counsel should datermine
whether prosecution of Secretary Brown on any or all of thesae
natters i{s warranted.

INFORMATION RECEIVED

On January 17, 1995, the Department of Justice recelved
media reports that Secretary Brown may have failed to disclose
required information about First Inte:naticnai, a company that he
had owned with Hill, on his annual Financial Disclosure Report
ror 1993, filed May 15, 1994 (the Annual Report). Following an
initial inquiry into these allegations, I determined that there
was specific information from a credible source that Secretary

Brown had failed to disclose cn his Annual Report both that he
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had received incoma from First International during 1993, and
that he had an account receivable from the company at the end of
1993. 28 U.S.C. § 591(d)(1). Those allegations raiced questions
undar the statute prohibiting a false statement to tha
government, 18 U.S.C. § 100l1. Accordingly, on February 15, 1995,
I notified the Court that ée had commenced a preliminary
investigation. 28 U.8.C. § 592(a).

During the initiel inquiry and preliminary investigation, we
received information about other alleged inaccuracies in both the
Annual Report and a financial disclosure report that Secretary
Brown submitted in January of 1993, before he enterad office (the
Entry Report). We also received information that caused us to
investigaté the payments Secretary Brown received from selling
his interest in First International during December of 1993,

This allegation required us te inquirs into the operationsz of

" First International and other companies controlled or operated by
Hill. Additionally, in the course of our investigation, we
devealoped information that Secretary Brown’s application for a
mortgage to finance the purchase of a townhouse may have bean
inaccurate. |

During the 90~-day time period allotted by the Act, we
conducted as complete an investigation as possible of all of
these allegations. In light of the strictures and procedures
imposed on a preliminary investigation by the Act, however, I
conclude thatlsggre are reasonable grounds to believe that

e — b
further lnvestigation into each of these mucters is warranted, in

—

PHOTOCOPY
WJC HANDWRITING
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order to detaermine if Secretary Brown may have violated a federal
criminal law other than a Class B or C misdemeanor or an
infraction. 28 U.S.C. § 592(c)(1)(A). I therefors apply teo this
Court for the appointment of an lndependent Counsael to conduct
that investigation.

RESULTS OF THB PRELIMINARY INVESTIGATION

A. Allegations Concerning the
a

our investigation established that Secretary Brown recelived
things of value total;ing almoat $500,000 from First
International while he was Secretary of Commerce. Secretary
Brown, who cooperated with our preliminary investigation by
providing‘documents and submitting %0 an interview, has explained
that he and Hill formed First International in 1990 as a
"merchant bank." with the object of matching potential investors

__With promising projects around the world. Secretary Brown and
Hill each owned S0 percent of the stock. Secretary Brown
invested no money in First International.

In December of 1993, Secretary Brcwn sold his interest in
First Internztional back to the company. He receaived a payment
package composed of three parts: (1) $135,000, which already had
been provided to him in three $45,000 payments during 1993:

(2) forgiveness of a $72,000 debt he owed to a company owned by

Hill; and (3) an agreement by First Internatienal to pay off
approximately $300,000 of his personal debts, which subsequently

were paid off in 199s¢.
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During our preliminary investigation, we received
information challenging the million-dollar valuation of First
International. wWe also received information that the money used
to pay Secretary Brown had been taken from other corporations
owned or controlled by Hill. Finally, we received allegatiens
that there may have been some linkage between the payments to
S8ecretary Brown and his official position.

Under the Act, wg have limited powers with which to conduct
our praliminary jinvestigation. In particular, we are not able to

use a grand jury, or otherwise compel the attendance or testimony

of witnesses. In this caée, a number of witnesses have daclined
to cooperate fully and, without these mechanisms, We are unable
to compel them t0 do so. Glven the state of the evidence, in an
ihvastigation not involving an official cavered by the Act, we
would ordinarily investigate the transaction further, including
”_Ehplcying the grand jury process, to determine whether the money
was given for or because of an official act, otherwise than as
provided by law, in violation of the federal gratuity statute.
18 U.S.C. § 201(c). Because of the linits on our investigative
powers, we are unable to raesolve the issues raised by the facts
known to us at this point without the appointment of an

Independent Counsel.

B. Rationale for Including Hill and her Companies
ind ent Counsel’ uxiadictio

When an Independent cCounsel is appointed to investigate a
particular subject matter involving a person covered by the Act,

the Xct directs that the Indaspendent Counsel’s jurisdiction

WJC HANDWRITING
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include "all mattersz related to the subject matter," 28 U.S.C.

§ 593(b) (3), and that the Department of Justice suspend all
investigations and proceedings regarding matters in the
prosacutorial jurisdiction of the Indepandent Counsel. 28 U.S.C.
§ S97(a).

In this case, our preliminary investigation of Secretary
Brown’s financial transaction invelving First International
axpanded, by necessity, {nto a relatad but broader inquiry into
the financial affairs of Hill and the companies she owned,
controlled, and managed. Because the lssues surrounding
Secretary Brown’s receipt of things of value from First
International are inextricably intertwined with questions about
more than one of the entities that Hill formed, owned or managad,
I recommend that the Independent Counsel’s jurisdiction include

tha investigation of possible violatieons of federal oriminal law

"by Hill or her companies. Such an investigation could not
gseparately be undertaken by the Department of Justice without the

substantial risk of interfering with the Independent Counsel’s

mission.
C. Allegations of False Statements
on cla } 3 d
1. osures ing F Intern o

Secretary Brown disclosed on his Annual Report that he had
80ld his interest in First International, and reported that the
transaction had a value of between $250,000 and $500,000.

However, on other sections of the form, Secretary Brown did not

record either that he had received the $135,000 from First
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International in 1993 or that, pursuant to his divestiture, at
the end of 1993 First International had an outstanding obligation
to pay approximately $300,000 of his personal debts. With
exceptions not relevant here, such disclosures are r.equired by
the form, which calls for the disclosure of the source and amount

of income received by the filer, and of assets held by the filer

at the close of the raporting period.
A daeliberata omission of material information required by a
financlal disclosure form may violate 18 U.S.C. § 1001. Under

he Act, I cannot decline to seek the appointment of an

_—

l.% Indegendent Counsel based on & subject’s lack of criminal intent

unless I have clear and convincing avidence that he or she lacked

Ehe state of mind required by the statute. 28 U.S.C.

§ 592 (a) (2) (B). Although_thgre is evidsnce tending to suggest
———

that Secretary Brown lacked coriminal intent in his failure ®o
— —

disclose this information, I am unable to conclude at this

iuncture that such evidence is clear and convincing. For thie

reason, and hecause, as I have concluded above, :u;her
investigation of the First International transaction itself is
war’rant'ed, I recommend that the Indapendent Counsel’s
jurisdiction include possible false statements or omissions
concerning First International on Secretary Brcwn’s disclosure
Teporta.
| 2. Other Disclosures
During our preliminary investigation, we examined other

allegations of inaccuracies in Secretary Brown’s financial

PHOTOCOPY
WJC HANDWRITING
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disclosure reports. Our investigation revealed that, although

mo8t of the inf Oon on Sec - 5 appears to

be accurate, there ara several errors on the forms. For example,

his Entry Report failed to disclose that he held his interest in
the Boston Bank ©0f Commerce through a partnership, and he
misidentified the location of property held by the Potomac
Housing Fund Limited, a real estate partnership in which he was a
limited partner, on both his Entry Report and his Annual Report.

Although the evigepce from our investigation suggests that
™ ]

these lnaccuracies may not have been deliberate, I am unable to

— —

|

conclude at this juncture that the evidence of lack of intent is

- —— e

clear and cenvincing, as the Act requires. Additionally, since I

have concluded that the Independent Counsel’g jurisdiction should

|

1

include possible false statements regarding Pirst Intermational,
the Independent Counsel should not be restricted from fully
i " {nvestigating Secretary Brown’s disclosure reports and avaluating
whether there were any material, willful misstatements.
Accordingly, these matters should be included in the Independent

Counsel’s jurisdiction.

D. Allegation of False sStatements
Q Mort [ lica

In the course of our preliminary investigation, we received
evidence suggasting that Secretary Brown may have signed an
inaccurate application for a mortgage for a townhcuse in 1993.
On the application form, Secretary Brown failed to reveal all of
his debts, and misstated the source of the downpayment on the

townhouse. Although payments on the loan are cu¥rent, there is
e
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evidencs that this information could heve been a factor in the
lending institution’s dacision concerning the form of the
mortgage, and therefore could have been matarial within the
meaning of 18 U.S.C. § 1014, the statuta prohibiting falss
statements to financlal institutions. For these reasons, and

because I am unable to conclude at this juncture that there is

clear and convincing aevidaence of a lack of the requisite criminal
intent, the issue of possibls false statements in connection with

the application for the mortgage loan warrants further

inveatigation.
2.8 No Purther Investigation of
th atjoe w

In a lettar dated February 27, 1995, William F. Clinger,
Jr., Chairman of the House Committee on Government Reform and
Oversight, outlined a series of allegations against Secretary

Brown and requested that a2n Independent Counsel be appointed to

investigate these matters. During our preliminary investigation,
we reviewed documents and interviewed witnesses relating to each
of the matters raised in Congressman Clinger’a letter. éxcept as
they may be included within the igsues set forth in the preceding
sections of this Application, I conclude that the allegations in
Ccongressman Clinger’s letter do not warrant further

investigation.®

' congressman clinger’s allegations that Secretary Brown made

false statenents to Congraess in describing First Internstional and
his relationship to that company and associated corporations would
be related matters within the appropriate jurisdiction of the
Independent Counsel. 28 U.S.C. § %93(b) (3).
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Specifically, 1 find no reasonable grounds to concluda that

further investigation is warranted of allegations that Secretary

—

Brown may have vioclated the conflicts of intarest atatute,

'TE"ﬁls.c. § 208. Congrassman Clinger aileges that Secretary
Brown may have violated the conflicts of interaest laws in three
respects: (1) by inviting the chief Executive Officer of Digitel
BEquipment Corporation (Digital) on a trade mission to Latin
America; (2) by assisting AT&T in obtaining a contract to upgrade
the telephone system in Saudi Arabia; and (3) by arranging for
Hill to attend luncheons at the White House during 1993. Our
investigation has revealed that there is no factual basis to
support any of these allegations, and therefore there are no
reasonable grounds to investigate further.

3. Alleged conflict of interest regarding the
Boston Bank 9of Commerce and Digital ;

Congrassman Clinger alleges that Secretary Brown, although
recused from matters Affecting Digital because of hig partnership
interest in the Boston Bank of Commerce, nevertheless violatad
the conflicts of interest statute by inviting the Chairman and
Chief Executive Officer of Digital on a trade mission to Latin
America in April 1994. We found no support for thils allegation
in ocur preliminary investigation.

our investigation revealed that Secretary Brown held his
interest in the Boston Bank of Commerce through a partnership.
Under the conflicts of interest laws, an official is barred from
partioipating personally and substantially in matters affecting

the financial interests of his partners. Because Secretary Brown
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wvas aware that one of his partners had an interest in Digieal,
the Saecretary had an interest in Digital attributaed to him for
conflicts purposes. The Secretary promptly recused himself from
participating parsonally and substantially in matters having a
specialized effect on Digital, and ultimately divested himself of
his interest in the Boston Bank of Commerce partnership.

In early 1994, the Department of Commerce organized a trade
mission to latin America, and a number of executives fron
computer companies were invited, including Digital. our
investigation revealed that‘secratary Brown was not personglly or
subatantially involved in selacting the invitees for the trip.
Accordingly, there is no evidence of any personal or substantial
action on the Secretary’s part that would implicate the conflicts
of interest laws, and no further {nvestigation is warranted.

2. Alleged conflict of interest regarding
AT&T and Kelleg Compunjicationg. Inc.

Congrassman Clinger also alleges that Secretary Brown
violated the conflicts of interest laws when he took official
actions that banefitted AT&T, while knowing that a joint venture
with AT&T was the primary source of income for Kellee
Communications, Inc. (Kellee), a company in which the Secretary

had an interest. We found no support for this allegation in our

prelininary investigation.
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The allegation that the Secretary violated the criminal
laws?® by assisting AT&T with its bid to acquire a contract in
Saudl Arabia would require a link between the Secretary‘s
official actions on AT&T’s behalf and the expansion of the joint
venture agreanent baetwaen AT&T and Kellee. our investigation
revéaled no Airect or indirect connection between Kellee’s
enhanced businesz and the Secretary’s efforts on AT&T’s behalf.
Por this reason, the allegation that the Secraetary’s actions on
ATET’s behalf violated federal criminal law does not warrant

further investigation.

3. Alleged conflict of interest regarding
) u cheon v tion i

Congraessunan Clinger also alleges that Secretary Brown may
bave vioclated federal criminal law by arranging for Kill, his
business partper in First International, to attend two luncheons
at the White House.? oOur investigation revealed that Hill was
iinted to attend two White House luncheons for executivaes of
American companies during the summer of 1993, Secretary Brown

had no involvement in or influence over the declsion to extend

2 Although it is undisputed that Secretary Brown had no
direct <financifal interest in AT&T, we oconsidered Congressman
Clinger’s allegation that the Secretary violated 18 U.S.C. § 208 by
his actions on AT&T’s behalf. We algso considered the provisions of
the criminal code regarding bribes and gratuities, 18 U.S.C. § 201,
which might have been implicated if AT&T had agreed to expand 1its
business venture with Kellee as an inducement or reward to the
Secretary for his official actions on AT&T’s behalf.

3 Congressman Clinger’s allegation concerning the White House
lunches invokes the conflicts of interest statute, 18 U.S.C. § 208,
but we also considered the allegation as a8 hypothetical gratuity,
18 U.s.C. § 201(c).



. h ) 5-17-95 ; 5.
05/ . P '
17785  12:18  ®202 633 £33; 04P§uéuc Abr
AlnoS =

202 456 6797:%13/]

Ty

either invitation %o Hill. For this reason, there are no grounds
to investigate further the allegation that the Secretary violataed
federal criminal law in connestion with Hill’s invitation to
those lunches.

Accordingly, I concluds that the Independant Counsel’s
jurisdictioen should not include allggations that Secretary Brecwn
violated 13 U.S.C. § 208.

CRNGLUSTOY

Based on the results of the above-described preliminary
investigation, I hereby notify the Court that there are
reasonable grounds to belisve That further investigation is
warranted, &8s set cut adove, and therefore I seek the appaointmaent
of =n Independeni Counsel. I have appended a recommended
statament of Lhe scope of the srosecutorial jurisdiction f2or the

_Independent Ceunsecl.

Respectfully subnitted,

trtorney General of the Uniteld Stacas

DATED: MZL{
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Clinton Pardons HUD Scam Figure

Ex-Ambassador, Developer Was Convicted in Bribe Scheme '

By MicsaeL |. SnrFreN
Assoc:ated Press

President Clinton granted a full
and unconditional pardon yester-
day to a former U.S. ambassador
who pleaded guilty in a Depart-
ment of Housing and Urban Devel-
opment scandal during the Reagan
administration.

The Justice Department an-
nounced Clinton’s pardon for Phil-
ip D. Winn of Denver, also a former

The Washington Post

WEDNESDAY, NOVEMBER 22. 2000

housing official and developer,
without comment on the presi-
dent’s reasons. That is the usual
practice in presidential pardons.
which are often issued around the
year-end holidays.

Winn was a prominent Colorado
developer who became an assis-
tant HUD secretary during a por-
tion of the Reagan administration.
He later returned to his devel-
opment firn, the Winn Group, and
subsequently served as U.S. am-

bassador to Switzerland from ~\u~‘

gust 1988 to August 1989. v,

As part of a bargain with prose-{

cutors, Winn pleaded guilty pn.
Feb. 9. 1993, to one count .0Of
scheming to give illegal gratuities
to HUD officials who had au-
thority to award federally sui-
sidized housing to projects that I'us
company was developing.

Winn agreed to cooperate ml]v

with independent counsel Arlin
AdAms’s continuing investigation
of the scandal. He was sentenced
in’ 1994 to two vears' probation
arit ordered to pay a Gne of
$981.975.

“~'Winn has an unpublished tele-
phone number and could not be
reathed for comment. His attorney
was out of the oifice and did not
immediately return cails.

‘In his plea bargain. Winn ad-
mitted that in 1987 he let another
HUD assistant secretary, Thomas

T. Demery, have the free use of a
condominiwn and car in Vail. Colo.

Court papers said that. in re-
tun. Demery allocated federal
funds to projects in which Winn
had a Anancial interest. Demery
was charged with muitiple felo-
nies, later agreed to cooperate
with prosecutors and pleaded
Quilty to accepting a $100.000 loan
from a deveioper doing business
with HUD and falsifying a receipt
to make it appear that he paid 5500
to stay in the Vail condo partly
owned by Winn.

Prosecutors alleged that HUD

officials in Washington steered
housing grants to selected Winn-
backed projects through a pattern
of fraud, conspiracy and cronyism.
They said the Winn Group re-
ceived millions of dollars in HUD
subsidies and tax credits during
the 1980s.

Another former HUD official.
Silvio J. DeBartolomeis, who went
to work for the Winn Group, plead-
ed guilty in October 1992 to influ-
ence-peddling wiolations. He ad-
mitted prepaning the phony
receipt for Demery at Winn's di-
rection.
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MEMORANDUM FOR THE ;’gﬂ)ENT
FROM: Joan Baggett and Linda Moore, Political Affairs

SUBJECT: Senator Hutchison’s Indictment and Its Political Implications

As you know, Senator Kay Bailey Hutchison was indicted yesterday by a grand jury which
has been investigating possible illegal activity during her two-and-one-half year tenure as
state Treasurer.

The Senator’s Indictment. Two second degree felony counts and one Class A misdemeanor
count of Official Misconduct. The indictments allege that for a period of two years
Hutchison used several state employees and state facilities to perform personal and political
tasks for her in violation of state law. Several schedulers, personal secretaries and other
aides testified before the grand jury, presumably to discuss charges that Hutchison used state
computers to keep fundraising records and asked Treasury employees to coordinate her
political appearances and fundraising, to help her maintain her network of political
supporters and to run personal errands. The second degree felonies are punishable by 2-20
years in prison, while the misdemeanor count carries a maximum sentence of one year.

One third degree felony indictment for Tampering with Governmental Records and one
third degree felony indictment for Tampering with Physical Evidence. These charges allege
that she and others altered and concealed computer archive tapes in order to hide illegal
political activity (i.e. keeping fundraising records on state computers) conducted by Treasury
employees. Third degree felonies are punishable by 2-10 years in prison.

Staff Members’ Indictments. Two of Hutchison’s former aides were also indicted. Michael
Barron, former Deputy Treasurer, was indicted for three third degree felonies. Barron was
indicted for Official Misconduct for ordering employees to unlawfully destroy government
records which were the subject of the investigation. He was also indicted for Tampering
with Governmental Records and for Tampering with Physical Evidence for the same alleged
activity as Hutchison.

David Ciriss, former planning director at the state Treasury, was indicted for second degree
Official Misconduct. The indictment charges that Criss unlawfully engaged in political work
for his and Senator Hutchison’s benefit using state time and property. The alleged
wrongdoing first surfaced last year when Criss was caught using the state computer to keep
Hutchison’s fundraising records.
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