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OFFICE OF THE GENERAL COUNSEL 
April 1, 2002 

MEMORANDUM FOR: Michael P. Stevens, Deputy Inspector General, G 

FROM: Kathleen D. Koch, Deputy General Counsel, C ~~,.;::>----- . 

SUBJECT: Additional Communication from Richard Mallory 

Attached is a copy of the latest communication from former HUD employee Richard Mallory 

to Judge Alberto Gonzales, Counsel to the President. Mr. Mallory provided this office with a copy via 

fax. This letter further details Mr. Mallory's assertions of wrongdoing, which have previously been 

·forwarded to the Office oflnspector General (IG) for appropriate handling. Mr. Mallory's 

communication also included a number of attachr\}ents that I am also forwarding. 

Please add these materials to those we have previously forwarded to you. 

Attachment 

cc: Brett M. Kavanaugh 
Richard A. Hauser 



bee: Rob Woodson 
Camille Pierce 

____ j 
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S.F. asks lJ.S. to forgive acctlled debt 
$400,000 refund demanded for project involving mosque 
L!nce \Miiiam~. Chronicle St.:iff Wiler 
Friday, March 29. 2002 
e2002. S11_'lf.!1!.!lCl$CO l;hroni.t;IJ'I 

URL: h_ltp://www .sfg,~_tc co1nlcgi-bip_l;~rti<;k.cgi'?filc . .'l;ln/2002/0.V29/MJ\!J 79'i8<i.l> IL 

Mayor Willie Brown's office is asking the Bush administration to forgive the bulk of a 
$400,000 city debt that was incurred when federal funds were used to buy a mosque for the 
Black Muslims. 

Behind the city's plea is a politically embarrassing real estate transaction initiated with 
public funds by a nonprofit organization headed by convicted felon Charlie Walker, one of 
Brown's most avid political supporters. · · 

In a· 1999 transaction that the city admits was fraught with problems, a $51, 000 federal 
grant administered by the mayor's office was used by Walker's organization tu buy a 
Hunters Point propc1ty that subsequently was sold to a Nation oflslnm affiliate and used as 
a mosque and community center, city records show. 

Last year, the U.S. Department of Housing and Urban Development ruled that the unusual 
deal violated striclur~s against using federal funds to support religion. It ordered the city to 
pay back the current market value of the property -- as much ns $400,000, by city estimates. 

The city hasn't complied. Instead, in a Feb. 6 letter, n Brown aide appealed to HUD to 
forgive the bulk of the de bl, citing a Hush administration policy of allowing faith-based 
organizations to obtain federal fonds for social programs. 

Black Muslims arc providing "a variety of religious and nonreligious community-serving 
activities" at the mosque, wrote Pamela David, who is director of the Mayor's Office of 
Community Development. · 

"It seems unreasonably punitive for HUO ... to profit from this situation at the expense of a 
faith-based organization, and its associated nonprofit, that has made positive contributions 
to the Bayview-Hunters Point neighborhood, 11 she wrote. 

Complicating matters further, public records show that the nonprofit corporation that wound 
up with the lfoed lo the mosque property -- the Center for Self Improvement -- has failed to 
pay more than $17,000 in real estate taxes and also has been suspended from operating by 
the state F~anchise Tax Board for failing to file tax returns, 

The Chronicle ohtaine<l David's letter via San Francisco's Sunshine Ordinance. David didn't 
respond to a request for comment for this story. A reporter's call to the mosque was not 
returned. 

David's letter represents the city's latest attempt to close the books un this unusual 
transacti(lr1 involving Muyor Drown's controversial friend Walker, known a<: lhe "mayor of 
Hunters Point. 11 



Walker is a trucking conlraclor who ~erved three years in prison in tile 1980s for abusing 
the city's minority contracting program. 

ln 1997 -- with Brown's assistancdi Uccording to citfrecords ;.. he founded a nonprofit 
called the Third Street Economic Development Corp., which during Brown's first ten11 
sponsored gain parties honoring the mayor. 

That same year, Walker's nonprofit obtained a $100,000 federal grant via the mayor's office 
to help buy the Bayviewl'l!l.7.n shopping center on Third Street. 

The deal fell through, and two years later, Walker's nonprofit instead used $51,000 of the 
gnmt money to buy a former Wells Fargo Hank building on Third Street. 

The bank was being used by another organization as a community center but was about to 
be auctioned off for failure to pay real estate taxes. 

Shortly after it bought the building, and without telling the city, Walker's nonprofit rnsold 
the building to the Nation of Islam affiliate. 

Soon after that, Walker's nonprofit wa~ suspended from operation for failure to file tax 
returns, state records show. Walker's nonprofit also never obtained tax-exempt status from 
the IRS, according to federal records, ~ven lhough it w~ts supposed to provide the city proof 
of that before receiving federnl funds. 

In her lett~r. David conceded that the city broke HUD rules when it allowed Walker's 
nonprofit group to buy the bank. She also agreed it was wrong for Walker's group to resell 
the property. 

Da_vid said Walker's nonprofit and the Center for Selflmprovcmcnt both have since been 
banned from getting nny more grunts. 

Nevertheless, David argued that the remedy imposed by HUD on the city was too tough. 

She said the cenler had put $51,000 -- the amount oflhe original grant -- in an escrow 
account while the dispute was playing out. and she asked HUD to accept that money to 
resolve the matter. -

If HUD insi.sL'> on r~cuuping more, the city would face messy and unproductive lawsuits, 
she wrote: Wttlker's nonprofit has no assets, while the Muslim affiliate might successfully 
argue that it was "uncunscionablc'' for the city to collect hundreds of thousnnds in damages 
in the dispute. 

E-mail the author at lmwilliams@sfchro11icle.1.'0111. 
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MAYOR'S OFFICE OF COMMUNITY DEVELOPMENT 
CITY AND cuUNTY OF SAN FRANdsco 

February 6, 2002 

The Honor&hle Roy A. Bernardi , 
Assistant Secretary, Community Planning and Development 
U.S. Department of Housing and Urban Development 
451 7th Street, SW 
Washington, DC 20410 

RE: Third Street Economic Development Corporation 
Disposition of 5048 Third Street, San Francisco 
Request for Reconsideration 

Dear Assistant Secretary Bernardi: 

WILLIE LEWIS BROWN, JR. 
MAYOR 

PAMELA H.DAVID 
DIREC'fOR 

. __ l 

t·-,·· 

.,·l 

<.: ..... 

(_,·. 

It was a pleasure to meet you at the National Community Development Association meeting in 
Washington two weeks ago. I am writing this request for reconsideration of the above-referenced 
matter after hearing your comments, including those on regulatory issues and faith-based 
partnerships, and after consultation with oul' City Attorney. 

This issue has a very long history, and there has beCn a significant amount of correspondence 
between my office, HUD, and the other parties. We are a5suming you hiive\ access to this 
correspondence, particularly our letters of Mnrch 24 and August 8, 2001 that contain the text and 
ralionale for our proposal to bring this matter to a satisfactory and just resolution, along with 
numerous supporting documents. I will, thus, only provide a hrief recap of lhe situation. 

A number of years ago Wells Fargo Bank decided to close its branch in the Bayview-Hunter's 
Point neighborhood of San Francisco. Located in the southeast sector of San Francisco. 
Rayview-Hunter's Point has been an historically African-American neighborhood with high 
levels of poverty and distress. Jn 1990, in light of community protests regarding the bank 
dosure, Wells Fargo chose to summarily transfer ownership of the actual hank branch huilding 
(5048 Third Street) to. an ad-hoc consortium called the Bayview Hunters Point Association of 
Community Organi:tations. After a lengthy period of vacancy and sporadic use, during which the 
building condition deteriorated, the Association leased the huilding to Mohammed Mosque #26, 
a branch of the Nation of Islam, for a 10-year term as of 1996. The Mosque, according to 
community mem, •ers, used the building for a variety of purpo:.cs, including educational and 
human ~ervicc activities( No public dollars were involved. 

2SVanNessAvmue, Suitc700• SanFrancm~ \.alifomia 94loZ ·(415)2.t;2-3100 fax(415)252-31IOIDD(41S)Z..c;z..3HY7 
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Steven B. SBch:; 

02115/0/ OD:08 AM 
cc: Str:~en ~- Sadis/CPD/SFC:/l·IUDQNtlJD 

Sulljr.c:t: .weekly l"(:por l items 

here are some quick items fnr the weekly report 

Issues: 

Ann Sudduth, Fresno Office Manager, <1nd CPD Stilff !Steve Sad1~ <irtd Richie Post) have been 
working with the City of Frnsno to Clddress the issue of expanding the boundaries of the rccontly· 
designated Fresno EZ. Prior to the pe~ionation being rnade, the City was requested to delete to · 
non·conti{Juous areas and modify tho three develop<1ble areas. f.ruitful discussions have been held 
with the City. Upon receipt of the Mernorandum of Aurcement frorn HPadquarters, whic:h is 
expected to be mailed next week. the City is exnected to submit :i lotter to Headquarters 
requesting the contiouous design~t~d area be oxp<incfed to includo some of the prior identified 
developahle ;irf!<\S. The areas proposed to bo added meet program requirements and will address 
the City's concern to include a QOOd poninri of the areas th::it weren't includod in the designation. 

~[
T. he City of San Fr\lncisco for the third time has. sent an appe. al l.o Headqua.rters requesting relief 
from the requirnmc:mt to repay its CDBG program tho full market v;iluc for a property that was 

. acquired with CDBG funds but is IH>.irtQ used hv <1 religious institution. City staff met with the 
Deputy Sec:rA1iiry who indicated tlicit the De~rnrtment is willing to Wtiivc reuulations th~t impede 
carryin(:l out the intent of HUD proQrams. . 

Meetings 

CPD staff held <:1 focus group meeting with representatives uf l<><:;il continuum of care orgnnrlations 
to develop an implementation plan for provirlino I A to IOc<JI cnntinuums on developing and 
implementing Homeless Management Information Systems (HMISl. The developmont and 
implementation of HMISs is a critic.11 issu1:1 for local continuums as Conyress has mandated that 
HMISs be in pl;ice by .January 2004 
Information rocoived will be the l)::isis for T /\ to be provided over the next six months. 

Headquarters is looking at ways to streciniline the Consolid<ltcd Plan process to rnake it more results 
oriented. Tlw SF CPr> staff is part of a small workinn group looking at this issue. On r:ebruary 
l9th_, SF CPD will be holding a focus groun meeting with 19 entitlement grantees and the State of 
C~lifomia to Qet inpllT /sunncstion from grantees on ways to stro;irnlinefchange the Consolidatt!d 
Plan process to makQ it useful. ThE'i group will also look ;-it ways that the Consolidatr.ci Pl<in can bo 
linked with other planning documents/processes s11r.h as the general plci11, tin: Public Housing Plan 
and th<i Cr.mtinuum o~.Care stratO~JY requirnrl to be prepared. 

On February 2/nd, cro staff will p.:irticipate in a (llH~-ti<IY mcctin~ being held by He;1dcit1<Htcrs 
Offic~ri of llniversity Partnerships for Hispanic Speaking Institutions. 
The rneeti11~1 is being held in S;1r1 .Jc.i!Se <1nd will provide infonnation about the CDBG funds available 
to Hispanic Speaking lnstittitions to carry out community developrm:nt activities. Most institutions 
attending (!re from out:>idc of Pacific H.'lw<1ii. 
CPD stciff will be available tn rliscuss CDBG ,;rnrl othr~r c:omn1unity development prow<irns l oc<il 
Cf1RG staffs are <'lso boin\j invited, 

Richie Post. Senior [corinrnic Development Spcl:i<ilist is meeting on 1-ebruary 15th in Modn~;ro with 
a group interested in crc;1ting a Community Dcvo1'>oment entity for tlte Sa11 .Jo;iquin V\llley c:ire<'t. 
The entity is being created as " vehicle to take :lrlv<mtage of the New M<1rket Tax Credits and to 
support the newly awarded ernpowf:rrru~nt 71:ine and renewal .cornrnu11itics in the! Van .Joaquin valley . 
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