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N. Bradley Litchfield, Esq.

Associate General Counsel
Federal Election Commission — (::)
999 E Street, N.W.
Washington, D.C. 20463
Re: equest viso Opinion Under U.S.C. 437f(a

Dear Mr. Litchfield:

As we have discussed over the telephone, this office has been
engaged to represent U.S. Representative Earl F. Hilliard of
Alabama and his authorized campaign committee.

Recently, the Congressman was subjected to a series of
allegations including, for example, assertions regarding
improprieties in the operation of his congressional office,
campaign activities, and the administration of his campaign funds.
The Congressman denies any allegation of wrongdoing. The
Congressman's campaign committee maintains funds which the
Congressman and his committee wish to utilize to defray the
expenses incurred with our law firm.

We believe these expenses are campaign-related because the
bulk of specific allegations raised in the press primarily relate
to the Congressman's use of his campaign fund or his performance as
an elected official ana J.ecause of the 1likelihood that the
allegations will be raised as issues in the 1998 election. Indeed,
because the Congressman has already been called upon for response
and because it is certain that the Congressman will need to
undertake further action during and in the context of the 1998
campaign, he views the expenditures as necessary to his campaign
for reelection.

The Congressman is mindful of the prohibitions in the Federal
Election Campaign Act of 1971 against the use of campaign funds for
personal use, and the Congressman understands that, under the
personal use rules, expenses for attorneys' services are among
those uses that are examined on a case-by-case basis. The
Congressman requests the opinion of the Federal Election Commission
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("FEC") concerning the propriety of using campaign funds for the
purpose of reimbursing our firm for 1legal expenses. As is
discussed more fully below, the proposed use of campaign funds
would not have arisen but for the facts that Mr. Hilliard is a
Member of Congress and an active candidate for reelection to that
office. Specifically, our services result directly from the need
to respond to allegations of wrongful conduct contained in the
recent press articles. Our research establishes that the FEC has
previously noted, particularly in its Advisory Opinion 1996-24,
that it ™"recognizes that the activities of candidates and
officeholders may receive heightened scrutiny and attention because
of their status as candidates and officeholders. The obvious need
for a candidate to respond to allegations that result from this
elevated scrutiny would not exist irrespective of the candidate's
campaign or officeholder status."

Such is precisely the case in the instant situation. As has
been made clear in the press accounts, the allegations regarding
Representative Hilliard have been made in the context of his
candidacy for reelection and it is manifest that he respond to such
issues, even with respect to allegations of underlying activities
that were not campaign or officeholder related. See, AO 1996-24.

In Part I of this letter, we briefly, by category, summarize
the allegations made in the press. 1In Part II we summarize the
nature of the legal services we have rendered and will continue to
render to Congressman Hilliard.

I. The Bpecific Allegations Reported by the Press

Enclosed are the specific articles relating to and raising the
subject allegations.

The Hill, December 3, 1997
The Hill, December 10, 1997

Taken together, the subject articles either suggest or allege
improper conduct by Representative Hilliard or his campaign
grganiz?tion in connection with at least the following general
issues:

1. The validity and amount of disbursements made by the
campaign to certain businesses or charities;

! In the interest of brevity and because the articles are

enclosed, we have not identified by name(s), date(s), or activity
the specific matters embraced by each generic allegation.
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2. Whether campaign funds have been used for personal
purposes;

3. The validity and circumstances of certain campaign fund
loans to specified individuals;

4. The matter of whether proper and complete disclosure(s)
has been made in annual reports the Congressman has filed
pursuant to the Ethics in Government Act;

5. Whether certain aspects of the operation of
Representative Hilliard's office have been improper;

6. Whether there has been full disclosure of all campaign
contributions; and

7. Whether there has been an improper commingling of
campaign and official resources.

In addition, the articles include references to certain other
or business transactions not as directly related to Mr. Hilliard's
candidate or officeholder status as are the above-listed 7 generic
categories. 1Indeed, several allegations relate to matters that
allegedly occurred before Mr. Hilliard became a Member of Congress.
Notwithstanding, it has become necessary for Representative
Hilliard to respond to such other allegations because they too have
been included in the articles that will be made issues in the
campaign and to which Mr. Hilliard has already been forced to
respond in a campaign, or official, context. See, again AO 1996-
24.

II. B8ervices Rendered By Our Law Firm

In our capacity as counsel to Congressman Hilliard and his
committee, we have begun to carefully investigate the allegations
discussed above, and we have undertaken efforts to advise the
Congressman with regard to his dealings with the media, and, as
might be necessary, law enforcement and oversight entities, and the
House Committee on Standards of Official Conduct. Specifically, we
have rendered or will undertake the following services to the
Congressman: o

1. We have reviewed and will continue to monitor the
allegations made against Congressman Hilliard and reported in the
media.

2. We have conferred with Congressman Hilliard with regard
to the attacks made against him in the media.

3. We will independently investigate the factual
allegations, interview witnesses as appropriate, confer with
individuals and counsel for various individuals or governmental
entities, and review documents in order to work with the
Congressman to respond to the allegations.
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4. We will conduct legal research and assist Congressman
Hilliard with regard to his and the campaign organization's
interactions with appropriate oversight organizations, including
the FEC, and organizations in the executive or legislative branch,
as the need arises.

S. We reviewed the provisions of the Federal Election
Campaign Act of 1971, applicable federal regulations, and the
advisory opinions of the FEC with regard to the appropriateness of
the Congressman's campaign committee reimbursing our firm for legal
expenses incurred in this matter.

We believe that none of these matters would have arisen or
legal assistance and expenses incurred but for Mr. Hilliard's
status as a Member of Congress and his campaign for reelection. As
stated earlier, the Congressman views the expenditures as essential
to his reelection effort.

We would appreciate your indicating whether the legal expenses
incurred by the Congressman relating to the above-referenced
allegations may be defrayed by use of the campaign committee's
campaign funds. In making this request, we are mindful of the
statement made on numerous occasions by the Commission that neither
the Federal Election Campaign Act nor the FEC are designed to
interfere with the wide discretion given candidates relating to the
use of campaign funds.

Pursuant to our recent telephone conversation, we hope the FEC
will be able to respond to our request as soon as practicable. 1In

this regard, if you have any questions, or desire any additional
materials, please feel free to call me.

Sincerely,

Wi //

Raiph L. Lotkln

Enclosures
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™ - »erquestionable practices by the ;i months, a paradox suggesting (o
By lock Friedly . w.__ma:n—_s _ntm.ﬁr.o... F-ME_. , Federal Election nmm_:.zo:
Since 1992, Rep. Earl Hilliard - : ing the following: -~ ** -, (FEC) officials that the campaign
(D-Ala.) has made well over >..s Hilliard has repeatedly failed * may have received moneyfrom an
$100,000 in payments from his ~*.to make disclosures about his * undisclosed source.
campaign to businesses and char- * ‘many business interests thatare*-: * Hilliard's election to Congress
ities he controls, inamanner that  required under the Ethics in ", in 1992 was historic. Running ina
** 7", newlyconfigured district regard-
the congressman has complied .:* @ Hilliard’s campaign made -- ed as one of. the poorest in
~with federal lection laws, an in-; * more than $30,000 in interest- \". America, he became the firstblack
* vegtigation by The Hill has found.¥~" free loaris to £amily members and3™8 representative' from  Alabama
: __-.":Drganizationsthey control,”at¥%; since Reconstristhion. Since then,
Firstin a twopart series.” %~ " least in small part helping to fi-"¢ he has aggressively fought for pro-
- * nance the purchase of a building jects and grant money that could
" The paymeritsto hiscompanies * from a for-profit company of .’ bring jobs td help his mostly
included thousandsof dollarsin ¢ -, Hilliard's atan inflated price; ™*:. ; African-American constituency.
. advertisingonaradiostation that ' - ® Hilliard blurred legal linei 7" The suspect practices involve
Federal Communications Comm- .- between his congressional office, -+ his campaign and hismodest busi-

ission filingsindicatewasnot 3 "5 his v.._ﬁ..nv__us.m..m_-?.vzua ¥ ness empire, which consists most-

broadcasting and insurance pre- " & _lyofaconstasitly changing list of
miums toa company thatstate au- - [EGEERS =R a5 small firms falling under a tightly
ditors said sold only burial policdes.  ERRE rd ratl Sunpaiiy - controlled holding company
Although campaignsmayem- [ ¢ named Hilliards & Co.
ploy candidateowned compa- - )£ . “It's really confusing because
. hies 5-‘%5@ marketratesfor - i s BN *it's a shell game,” commented
~ goods and services, the natureof wEs Jack Williams, the tax collector for
these paymentssuggests thecam- {2 - 4 * Jeflerson County who has criti-
paign may have converteddona-  and his campaign headquarters, cized the repeated failure of
tons for “personal use” or pay- including the apparent use of  Hilliard's businesses to pay taxes.
ments for non-campaign purpos-  campaign funds 1o subsidize his At one time, federal tax liens
es, which violates the Federal business operations and the ap-  against property owned by
Election Campaign Actandim-  parent use of official officespace  Hilliard companies exceeded
plementing regulations. to run his campaign; $145.000, according to the
Public records and interviews * His first congressional cam-  Assuciated Press.
regarding Hilliard's everchang-  paign in 1992 ran a negative cash The extentof Hilliard's interest

ing web of companies reveal oth-

balance of thousands of dollars for

8 CONTINUED ON PAGE 19



Hiiliard’s tinances indicate possible violations of federal law

By Jock Friedly

Rep. Earl Hilliard (D-Ala.) 1an cam-
paign activity and private business dealingy
outof his federal offices in possible viola.
tion of House ethics rules and federal law,
accurding to documents and interviews.

Evidence that the congressional office
was used to support the campaign and _=.
companies includes:

* Hilliard's Montgomery federal office
also served as campaign headquartens
there, neighbors say;

¢ The manager of Hilliard's Birmingham
congressional district  office, Elvira
Willoughby Williams, is listed in docu-
ments as wearing three hats, serving as fulk
time congressional district manager, as the
assistant treasurer who files disclosures for
the campaigm: and as treasurer for his pri-
vate husinesses;

* In 1995, a Hilliasd<ontrolled husi-
ness, American Trust Corp., submitted an
ownership report with the Federal
Communications Commission (FC(’) list-
ing the official phone number of the com-
pany as Hilliard's federal office in
Binningham;

® A private contractor for Hilliard'«ra-
dlio wation said he was told to conduct sta-
tion business with Hilliard's congressional
office, through Williams, the congress-
mman and other aides;

¢ In one of the lew faxes in the public
record, on April 16, 1996, the Hilliard for
Congress campaign used a cover page
from the federal office w file a document
with the Federal Election Oo..::_u-.an
(FEC);

¢ Rent for Hilliard's federal office in
Binmingham was increased more than 25
peicent at the beginning of this vear after
his campaign, which now pays nn 1ent,
maved into the same building in late 1996,

“Official resourc es should be used for of
ficial purpuses only,” said the Hause ethics
committee general counsel, Ted van der
Meid. speaking in general terms. “To the
extent that someane is uung pubhe office
for privatr gain, that's all problemaae.”

In 1995 and 1996, Hilliard's congres-
sional office in Montgomery was used for
tampaigning, according to several peo-
ple. But the $1,040 2 month sent was paid
entirely by the federal government.

Asourceat the bank owning the proper-
ty. who spoke an condition of anonymity,
said Hilliard used the building for his cam-
paign and closed the office after the elec-
tion. Neighbors say the property served

the campaign, as well as official functions. -

“It was campaign headquarters,” de-
scribed neighbor Braxton Causey, who
still retains the official congressional busi-
ness card that he received last year from
Robert Lane, Hilliard's fulHime manager
of the Monigomery office. "There wasa
sign up” on the building identifyingitasa

l
Possibie taxpayer
subsidies of
Hilliard’s campaign.

campaign operation.

Causey's son-in law, Leon McDaniel, ak
so recalls a ngn hanging there. "liwasan
open functivning headquarters for a polit-
ical campaign,” he said “That was obvious
to sre it wasa campaign headquarters.”

While neighbor john Wimpee said he
never could figure out what Uie purpuose
uf the building was, another neighbor,
Chenyl Puwell, recalls that a political cam-
paign seemed to be in full swing. *1 re-
member seeing some banners or stick
posters.” she said.

Further evidence comes fiom a cam-
paign diwlouye. Eighty Redman, who is
listed in campaign records as having con-
ducted polling for the campaign in May
1996, was listed 1 the disclosure for that
previend as being located at the Norman
Bridge site, even though he was a cam-
paign. not congressional, worker Redman
could net be ks ared for comment.

“While it 18 possible for congresional

staff to hold positions in the campaign
and. ta the extent allowable under House
rules, to have outside employment, great

care must always be taken to ensure that

those individuals are’ not using phones,
buildings or government funds for private
commercial or campaign activity,” com-
mented Trevor Potter, a furier chairman
of the FEC who specializes in election law
and government ethics. “Certainly the use
of a congressional office as a campaign
headquarters would raise serious issues
under the House ethics rules.”

In Birmingham, similar issues of possi-
ble taxpayer E-ua.n. to Hilliard's cam-
paign arise.

FEC filings list District Manager Williams
as heing the assistant treasurer of Hilliard's
campaign committee and show that several
times she was reimbursed for incurring
campaign expenses. She was also listed in
corporate records as treasurer and a direc-
tor. Pay records indicate that Williams new
er received a reduction in congressional
pay for pursuing unielated work.

But according to one former Hilliard
staffer, who asked for anonymity, Williams
sometimes would work in the congression-
al vifice in the morning and be gone the
entite alternvon at the building around
the corner that served as campaign and
corpurate headquarters

late last year, the campaign and
llilliard's companies were forced 10 move
from their building on Thiid Avenue to
an office building around the comer that
housed his federal office. Hilliard's com-
pany lost title to the Third Avenue build-
ing through failure 1o make morygage pay-
ments — all the while his company was still
charging rent ta his campaign.

At about the same ume as the move, the
rent on his congressional office increased
mote than 25 percent, from $1.120 10
$1.420amunth. Meanwhile, his campaign
has paid nathing in sent in its new lora-
tion. Henry Penick, the building's ownier,
an attorney wha formedy represented
Ihihasd and who now shares the second
oo with Hilhasd, demed any connection

between the rent increase and the move of
Hlilliard’s business and campaign. He said
he could not explain who pays the cam-
paign’srent.

There is evidence to suggest that
Hilliard also did not draw a sharp line be-
tween his fedeial olfice and his private
business interests,

Tom Jones said he was hired on a con-
tract basis as the main engineer for WIQR
radio, which is owned by Hilliard’s
American Trust Communications Corp. °]
dealt with Earl Hilliard himself,” he said,
explaining that the lawmaker gave him his
congressional office numbers and home
number 10 comact him on radio station
niatters.

Jones described how Hilliard's congres-
sional staff, including District Manager
Williams, also helped deal with business
matters, including billing. “They were the
same people duing it,” he said.

The involvement by Williams on behall
of Hilliatd s businesses was nat incidental
to her duties as a lederal employee, ac-
cording to documents and several ac-

counts. In fact, when state examiners an-
dited thiliaid's Amencan Trust Life
Insurance Co., they found Williams hsted
in corporate papers as the treasurer, as
well as a duerinr. She appears 1o have
served in 2 siilas rule with Hidhard's oth-
et companies. Her signature appears on
other corporate documents reviewed for
this story that were dated after she went 1o
wortk for the congressional office.

Though Hilhard’s office had no com-
ment, former aides denied that the line be-
tween Hilliard's congressional oflice amd
his businesses blurred. Asked about con-
nections between the two, former Assisiant
Office Manager Don Hull said he knew of
“nune whatsoever.” Another former awde,
Jacqueline Smith, concurred ° was very
cleat on what my duties were.” she wid. al
though she added that Withame wae “very
confidential in everything she did” and
contled it av what die dod.

Wilhams, reached by telephane, de.
chined comment

THE HILL
12/3/97
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in the holding company and its sub-
sichanies many of whsclvindade the name
“American Font” is diflionl o detenninge
from his financial disclosues His lonm
conering the B3 and 199 hveans st
porate assets, tansactions. ontside income
o dinectonsings of am private compan

Fhese sworn dedarations contiast with
arepost by Alabivma inswance iegulators
in 1995 hat stated that the lawimaber
owned a controlling interest in the hold-
ing company at leastin 14994,

The declarations alse contrast with a
Dec. 15, 1994, letter filed with the Federal
Communications Commission (FCC) by
his nephew, state Rep. John Hilliard (D),
who runs the day-to-day operations of
Hhillids & Co. Anatachment to the leter
depicts the congressman as the president
and “ultimately controlling person” of
Hilliards & Co. with a 30 percent personal
stake and a 73 percentimerestanributable
to himsell, his wife and his two childicn.
The same distribution of shares appearsin
an ownership report that Earl Hilliad
filed with the FCCin 1986.

Not until his disclosure for 1995, filed in

the spring of 199G, did Thitliard finatly ac-
bonowmledge astake in Hilliads & Cor waonth
mare than ST00.000. Fle also sand he was
disecton, not president, of the holing
company anid thiee subsidiaries On the
disclovime fonm e Laled o menton am
shases hebd by his wile, Mass even though
disclosute of a spoase’s miciesis 1o
quited by the Ethicy in Government At
‘The nexuyear, he agam did not list a finan-
cual stabe in, o a habnhis boow, Dhlliands &
Ca. ot any of its subsichanies.

In addition, on none of lus disclasure
loams has he listed any imesest in the
Birmingham Greater Golf Association.
This association was hired by the city in
1987 to run the Highland golf course.
According to William Pate, an assistant city
attornes for Binmingham, as well as Gusty
Yearaut, who seives as attorney for the
owneship group, Hilliard has a majon pes-
somal stake in the assaciation, along with
five other investons,

Tor the commumiy, the assocaton was a
failure. The goll comse now hes unused, its
greens turmed biown and its vegetation un-
manageable. The congressiman joined his
co-investors a few weeks ago in liling 4 law-

The Hill @ Wednesday, December 3, 1997

Hilliard’s disclosures incomplete |

st classnnng thuat the an cansed the Lubare
of the course by placng sesteic ions on how
much the company conld change golters

But oty obficnals are now plamnng to
see b legal reconnse biom Thilbad and has
colleagues lon allegedly defanliony on 4
S300,000 boatt fream the caty “Wee ane oy
1 commtensne [lot] the S2749.000 1hat we
behiese they ome,” Pate sasd i an miteivien
waneeks ago.

Lhe ponsitiiity of a public cou fight led
Hillud to recently phoue the oy o oller
woney ot i woukd diop s clann aganst him.
“He ollered w payonesixth of the debtif we
teleased him on that.” Pate said, noting that
the city has no plans to selease him.

Many of the legal questions raised by
The Hill investigation sevolve atound
Hilliud's campaign.

Ihlliasd swept to sictony i 1992 1 hin
heavily Democratic distiact alier a biving
primary that resulted in a tan-ol In that
elecion vear, and the ones that Jollowed,
he appests to have made huile distinetion
between his companies and s campagn.

From 1992 10 19496, the campaygn head-
quarters was located on Thid Avenue in
Buemnghan in a moston bk and sione

NV e Y

e adia )

fuk PHOTO/THE MiLL

Rep. el Hilliord (1D-Ala.)

office anbding, owned by a company con-
wolled by Hhthaid  The same space alvo

hioninedd several of s husinesses
Lhe campraign annd these basinesses even
shared the same phone and fas numibess,
assellas the samne postolfice box — all paid
fos by the campangu, accosding to the cam-
8 CUNTINUED ON PAGE 19
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paign’s FEC filings. When the campaign
sent out faxes, Hilliard’s American Trust
company name usually appeared on top.

Experts say the office-sharing arrange-
ment raises legal questions under federal
tax law.

“That would be a very serious concern,”
said Jack wn__: an official with the tax-ex-
empt organizations division of the Internal
Revenue Service. “It’s saying the political
organization doesn’t exist™ hecause the
campaign ceases to be a legally separate
identity from the company.

The office-sharing also presents prob-
lems under the election law.

Campaign laws prohibiting conversion
of campaign funds for “personal use”
defined by law as the campaign paying
costs that would exist “irrespective of the
candidate’s campaign or duties as afederal
officeholder™ — may also have been violat-
ed by the sharing of resources. * Pessonal
use’ is anything that personally benelits
the candidate,”  said  former  FEC
Commissioner Trevor Pouer, a leading
election law expert.now in private law prac-
tice. Personal use, e said, wonld include
excessive payments to corporations con-
trolled by the candidaie.

To avoid trouble, Potter said, a “paper
trail” would be needed to show why rem
and other costs were set at the level they
were. “You'd simply have to be able to v.__ss.
you had some goaod-faith measurement,”
hesaid.

Conversely, noted attorney Jan ws.u_.. a
Republican specializing in election law,
the campaign also would need to properly

.mn.

reitmburse the corporation for funds or in-
kind resonrces spent on campaign purpos-
es. “That gets into whether corporate re-
sources were heing used improperly to fi-
nance a congressional campaign,” he said.
“He's got to be careful at both ends.”

Hilliard's practices raise questions of
compliance with both these prohibitions.

On the one hand, records filed by the
Hilliard for Congress committee indicate
the campaign never reimbursed the com-
panies for the use of desks, phones, the fax
machine and other acconterments that
were already located in the facility that be-
came the campaign headquarters.

Ontheother hand, according to the elec-
tion filings, his campaign paid more than
$8.200 in wtility bills for the building diuect-
ly to the utility companies, even though it
was not the sole accupant. No unliny 1ein-
hunsements 0 the canpaign were prosided
by the other tenants, which were all
Hhlliad’s private businesses. Real estate
agents in Binningham say the anangemem
was extiaotdinary because tenants nonndl-
ly are tesponsible for unlities only when
they occupy the entire building.

Atthe end ol 1994, the campaign’s utili-
ty payments stopped for a reason that is
nat clear.

The campaign picked up other miscella-
neous costs of the builiing, such as
$702.04 10 fix the air conditiomng unit,
even though no record exists that such a
it was punchased by the campaign. In
the next clection cycle, the campaign pand
to repair bad plumbing and a broken wa-
ter heater. The campaign also bought o
plane tichetfor Hilliard o anend a confer-

o, .22222222222222222222222222222222*

2

Ownership in Hilliards & Co.
as of December 1994:

NAME RELATIONSHIP PERCENT
Rep. Earl F. Hilliard 30.48%
MaryF. Hilliard wife of Earl 14.47%
fola Hilliard mother of Easl 95%
Alesia l.. Hilliard daughterof EarllandMary  1352%
East F. Hilliasd Jr. son of Earl and Mary 13 52%
Randall M. llilliard nephew of Easl 1352%
Frederick EM. thlhand nephew ol Easl 1352%

eince af the Moty Radie Avvw istion,
whie hmay have been related to lus annpes-
ship of an AM 1adio station The assisnia:
tat conld ot be locared for conunem

The campagn appears to have subw-
thzed Ehlhard’s company operatons m oth-
crways as well Duedt pavinents to compa-
nies and charities under the contsal of the
congressman’s fannly or listing their ad-
diess at his post oflice box totaled $102.000.
Anathier $63.000 went o pay Hithard's sela-
tives 1 salaries and constiltant fees Tens of
thousands more, somictimes pad i s 1
thatiounded 1o the nearest $HN, went o
Hadliard tamily membiers o deliay expens
ey An addisonal $30.000 was given to lany-
ly members ar chanties they contiolled in
nterest-dree loans

In 1992, the camprargs begas to pas 1ent

towlnehieses Fhilhasd compans an sty
held tle 10 the Third Avenue buildug ot
that particulas e Rent pavments grew
trom S0 & month an J9492 10 $1,000 10
$1.500 an finally, mr 1996, 10 $2,000, with
no redudtion made duting non-election
years. The mate than triphang in rent came
despite the fact that Hilliard's only senous-
ly contested campaign came in the 1992
prumary. and according to the campaign’s
FEC filings. the numbes of salaned cam-
paign emplavees had diapped 10 ce101n
the second hall uf 19490

How much oftice space the campargn
occupied s unclear Candidates ate not e-
quited to disclose such figures. Alabsma
misnrance exannnes Gieg Taylor spent
weeks v the bulding audinng the books gt

8 CONTINUED ON PAGE 20
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Hilliard paid own burial insurance company

@ CONTINUED FROM PAGE 1

a time when records show the campaign
was paving rent. But Taylor was not aware
that the office building — much of it emp-
v — also served as a campaign office. “To
my knowledge it was just the insurance
company,” he said.

Hilliard's insurance company, American
Trust Life, itself received unusual $181 pay-
ments from the campaign. Despite its
name, its sole business, according toa 1995
state examiner’s report written by Taylor,
was burial insurance. Clients, mostly poor
Birmingham residents, typically paid pen-
nies a day for policies that returned any-
where from $500 to $2,500 to cover their
funeral costs.

Itis not clear from campaign disclosures
who or what the insurance policy covered:
The monthly premium did not change re-
gardless of how many employees the cam-
paign had. "One hundred eighty one dol-
lars would have been high for what
[American Trust's] premiums were,”
Taylor said.

Like several of his previous business
ventures, Hilliard’s insurance company
was a flop. Finding that the company had
overstated its provable assets by a factor of
30, the state finally seized the troubled life
insurance business in August 1996. The
state continued to operate the company,
collecting the monthly bills and paying
claims.

The campaign did not continue its $181
monthly policy after Hilliard began to lose
control of American Trust Life. Campaign
records indicate that its last premium pay-

ment occurred in April 1996, the month that
the state made the first step in taking over.
The company is now being liquidated, and
the policies transferred to other providers.

In atleast some instances, the timing of
campaign payments suggests that the pay-
ments were intended to help the business-
es. In October 1994, for example, with the
campaign nearly broke, the campaign pre-
paid $4.500 in rent. One year, it also pre-
paid its insurance premiums.

Another questionable campaign expen-
diture is the §1,500-a-month retainer paid
beginning this year to the American Trust
Advertising Agency. The address listed is
the same as the studio for WIQR, a
Montgomery radio station Hilliard owns.

The payments have occurted even
though it was a non-election year, the au-
d ence of the station was limited, the lis-
tener area contains relatively few congres
sional district residents, and no other ra-
dio stations received money during that
period.

Other radio advertising by the campaign
also raises questions. In April and May of
1996, with Hilliard facing no primary oppo-
nent, the campaign paid $4.800 to a
Hilliard firm for what it described as “radio
air-time advertisement” on WIQR. At that
time, however, the radio station was off the
air, according to a former employee and a
June 1996 FCC hiling on the station's be-
half. WIQR did not receive approval from

the FCCtoretumta the air until December
1996.

Some of Hilliard's businesses were inter-
twined with chanities, which shared the

same post office box as the campaign and
were founded by family members.

According to state auditors, payments
flowed back and forth between American
Trust Life and the African American
Institute. And in 1993, the African
American Institute paid a Hilliard compa-
ny $385,000 for a Third Avenue property
hausing hlliard’s campaign and compa-
nies. Two years later, the insutute sold the
building 10 American Trust Lafe for $1
“and ather goods and valuable considera-
tion.”

Rent that the campaign pad on the
property jumped from $1,000 10 §1.500
immediately after the chanty’s onginal
purchase of the property — at mosre than
twice what the county lists as its present
market value of $185,000. The campaign
also donated $300 o the institute that year
and gave it a $330 interest-fice loan.
According w0 a 1995 article in the
Birmingham Post-lerald, maost of the
charity's income went to pay morigage
debt.

The campaign made other interest-free
loans totaling more than $30.000. Of that
sum, $13.000 went 10 Rita Hithard Hall,
the congressman's niece wha is the cam-
paign’s treasurer and his business’s oflice
manager, and $11.300 went 1o the reelec-
tion campaign of his nephew, state Rep.
Hilliard. Another $5,750 went 10 a family-
controlled charity called the Alabania Film
and Enterainment Council.

Thus far, the FEC’s only official acuon
against the campaign was a $5.500 fine for
late filing of forms. The agency alss raised

questions about the campaign’s 1992 asser-
tions regarding how _4_:,.__ cash it had on
hand. ‘

In that year, the I lilliard for Congress cam-
paign registered minus-$8,705 cash on hand
on June 30, 1992, minus-$4,379 by the end of
September, and minus-$7.537 two weeks lat-
er. The first of the filings caught the notice of
an FEC analyst, who wrote that “this suggests
that yuu hiave overdrawn your account, made
a mathematical etror, or incurred a debt”
and that, “if the negauve ending cash bal-
ance s a result of an overdraft, it may consti-
e a prohibated bank conuibution.”

The campaign responded that this was
an accounting anomaly caused by “checks
that wete wnitten but, [sic] have not
cleared the bank.”

The FEC accepted this explanation. Yet,
according to an analysis by The Hill based
on campaign filings, Hilliard ran a nega-
tive cash balance for months at a stretch
thatyear.

“At best, it shows that they were living
hand-to-mouth and that they were con-
stamtly anticipating donations to cover
thecks they had writien over a protracted
periad of time,” said Baran, the clection
law expert. “The woist can only be specu-
lated as to whether it is possible 0 juggle a
campaign check book so finely over so
long a penod of time.”

{.aura Dunphy and Sandra Basu provided
reseanth asssstance for thas story

Next week: Whether tax dollars helped
support Rep. Hilliard’s ailing business
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Hllhard stanon beneﬁted

from taxpayer funds

; monthi m nxfunds to rent oﬁcc

By Jock Friedly .
A foundadon affiliated with

Rep. Earl Hilliard (D-Ala) rana =
radio smtion that State of -declined

Alabama auditors found benefit- .
ed from a state collegesexpendl-
ture of $472, 000muxfunds,ma
manner violating the law.

Second of a two-part series

Hilliard's office later began
paying a firm associated with the
college’s president — who was
fired for his role in these and oth-
er expenditures — $1.000 a

......

_space, manyumuwbazmlame
- experts say the tiny space isworth.
'+ Hilliard and various aides have
ted ts for
" their coml;pe::u '!'hm:‘;;ll has
found no information that’ sug-
m tlmHillnrdm aware that
“the college's use of tax funds vio-
lated the law. Nevertheless, the
episodes shed new light on the
controversial business practices
-that Hilliard has used over the
"years, as well as his stewardship
over his federal office.

The state audit that mentions [
® CONTINUED ON PAGE 32
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Hilliard responds to alle gahons
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The oﬂirg of Rep Earl Hilliard (D-
Ala.) responded Thursday to two of the
portrayals of his finandal practices in last
week's issue of The Hill, but the c:phm-
tions contradict the congressman’s own
campaign ﬁlmgs and another official
document. ¢,'s

press secretary, Kenneth_ Mullinax, in
statements [t0_ghe ;Associaigd , Press.

Accordmgma.nAPmy.Mu&msmed_

that The Hill was incorrect in asserting

campaign funds on insurance premiurns

to a company of his that sald only burial |

insurance and for advertising for his ra-

dio sadon when it was not operating. -
The AP reported that Mullinax said

the $181 premium paymenuwae forlife

insurance —not burial insurance — for_-'i
a campaign employee who insisted upon

hmnglhebcneﬁl. A et
The payments to the American ‘nwt
Insurance Co, began in the fall of 1994.
However, an audit by Alabama insurance
regulators indicated that the only new
policies written during 1994 by the com-
pany paid out at mS!.SOO which are
known in the business as burial policies
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bcauseofﬂlur.hmledpay-out. o
Ehnbcthkndmond,whocnuldnotbc
reached for comment, was apparently
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- the holder of the insurance policy. She

was the only salarjed cmployee who

_ worked for. the, tampmgn during | the
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The second Mullinax statement relat-

ments in 1996 a-Hilliard
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