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GENERAL COUNSEL’S REPORT 

I. ACTIONS RECOMMENDED 

Find probable cause to . 

c 
believe that Respondent fl Sung Construction Co., Ltd. (“I1 Sung Construction”) violated 2 U.S.C. 0 

441e(a) but.- no further action. Take no further action against Respondents M L  International, 

Inc., (“K&L”) and Chong Kim & Associates (“CK&A”). 

11. BACKGROUND . .  

‘On April 6,1999, Lee pled guilty in the U.S. District Court for the Central District of 

California to one misdemeanor count of knowingly and willfully aiding and abetting the making of a 

8 
I 
I 
I 

contribution to the Democr:itic National Committee (“DNC”) in violation of the Federal Election 

Caiiipaign Act’s prohibition against foreign :iational contributions. Specifically, Lee achowledged 

illat a S 150,000 contribution made on May 11. 1996, K&L, a U.S. company owncd by Kim. WI?S 

) hided by II Sung Construction. a foreign corporation. See General Counselk Briefs for Lee, Kiln . 
. .  
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and Il Sung Construction, which are incorporated by r e f m c e  in this &port.' Lee was'sentenced to 

three years probation, 250 hours of community sewice, and assessed a $25 penalty. 

5 '  

On July 13, 1999, the Commission found reason to beliive that Lee had knowingly and , 

willhlly violated 2 U.S.C. 6 441e(a) with respect to the S150,OOO contribution. On the same date, 

e 

tf 

the Commission also fouad e n  to believe that Kim and his companies KBtL and CK&A, in 

addition to Korean company 11 Sung Construction, had violated 6 441e(a) with respect to the same 

contribution. (The contribution permitted Lee, Kim, and Jl Sung executives Chang Ye01 Lee and 

Tae Mok Oh to attend tk National Presidential &a on May 8,1996.) After an inveitigation, this 

Office &t briefip to Lee, Kim, and I1 Sung Constructid 

- -..- 
,the briefto I1 Sung Construction stated that the 
! 

General Counsel would recornmend that the Commission find probable cause to believe that the 

corporation violated section 441e(a). This Office did not direct discovery or send brieh to CK&A 

or K&L because these compaDies are no longer o;erating. In fact, as noted in the General Counsel's 
c: 

Report dated June 6, 1999 at 29, this Offce made its reason-to-believe recommendations for the 

record only. Because the companies are defunct, this Office now recommends that the Commission 

take no further action and close the file. 
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Most significantly, the General Counsel’s arief never takes the position, 

as Kim suggests, that it would have been illegal for him to contribute his own funds to the DNC if 

Kim had earned thcse fiwds fra i l  foreign nationals. Insmc!, the Br-i :fanal!zes the evidence, 

financial and otherwise. which indicates that the $1 50,000 contribution did not derive from Kim’s I 
American companies: . 

. .  
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The availabIe evidence indicates that the S150,OOO did not come h m '  domestic 
revenue of either K&L or CKBrA because a $1 S0,OOO contribution to the DNC 
would have been disproportionately large in relation to the sizes of CK&A and 
of K&L; rlis $ i 50,OOO was the equivaleni of inore than 25% of CX&X's grass 
revenue for 1996; it was more than three times the firm% S45,OOO net profit for 
that year. K&L was a similarly small hn, with gro'ss reven= in 1996 of 
$504,000, including the $ 150,000 used to make the contribution. Further, each 
itemized entry on K&L's income statement- which showed a total of $340,000 
in 1996 - came h m  CK&A, and K&L showed $0 net profit. 

A mer relatd point is the timing of the contribution to the DNC. The same 
. day CK&A deposited the Il Sung Construction wire transfir of SlSO,OOO, it 

punhied the S 150,OOO money order made out to the DNC, a purchase for 
which the firm did not have suflicient h d s  bi its account until the n Sung 
Construction wire transfer arrived. The a;ailable infixmation also shows that n 
Sung Construction was an intended beneficiary of the contribution,'which was 
anade in order to secure intemational business opportunities. One resulting 
benefit was that Il Sung executives attended the May 8,1996 DNC fundraiser 
wh&e they met President Clinton. 

G e n d  Counsel's Brief at 7-8. Thkhre, despite.the pre-qisting contrpctual and business 

. 

+ 

- .  . 

relzjtionship between Kim h d  I1 Sung Construction, the evidence demonshates that Kim did not 

. make the contribution with funds that he had earned. Instead, Kim h e l e d  funds h m  hreign 
cs 

ndonal I1 Sung Cmstruction through his U.S. companies in order to make the contribution. 

According to Kim's own testimony, he knew that any co&rate finds he contributed had to 

be from a U.S. corporation in order for his contribution to be legal. Id. at 5. The evidence 

indicates that Kim took steps to hide the foreign source of the fun&,by passing them through two 

of his corporations-first CK&A and then K&L. a. at 6-8. 
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I I ' S U ~ P  Construction CO.. Ltd. - 
Finally, as described in this Office's March 29,20001 Memorandum, Young-Sub Bang 

replied on behalf of 11 Sung Construction. Bang reiterated the assenioris previously rmc'.e by I1 Sung 

in its written discovery that 1.1 Sung transferred funds to Kim for services rendered, not for a 

contribution: More significantly, Bang stated thii: 11 Sung is bmkmpt and has been controlled by 

Korean courts since 1999 under Korean bankruptcy laws. Finally. Bang stated k t  Chaiig Yeol LL'c 
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. and Tae Mok Oh, the two Il Sung execs who met President Clinton in k y  l d w ,  resigned on 

August 8, 1998 "due to the responsibility of mismanaging" ll Sung. 

'I 

! 

V. RECOMMENDATIONS 
' - . .. 

1. 

. 2. 

3. Find probable cause to believe that II Sung Coiw::uction Go.. Ltd. violated 2 U.S.C. 
5 441e(a), take no further action and close Ilie file as to this respondent. 

4. Take no further action against K&L Iiitcni3tional. Inc. and closc the file as to this 
respondent. - 
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. 5. Take no further action against Chong Kim & Associates andclose the file as to this 
respondent. 

' I  6. 

7. Approve the appropriate letters. 
- -..--_---. . .  

ActingGeneralCounsel 

. 

Staf€Assi,ped: R Hei i iw ' 
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