IN THE SUPERIOR COURT OF THE DISTRICT OF COLUMBIA
Civil Division

DISTRICT OF COLUMBIA,
a municipal corporation,

400 6th St. N.W.

Washington, D.C. 20001

Plaintiff,
V. Case No. 2024-CAB-001544
Judge Leslie A. Meek

KENNETH BREWER, SR.
2838 Fort Baker Drive, S.E.
Washington, D.C. 20020-7220

Defendant.

COMPLAINT

The District of Columbia (the “District”), by its Office of the Attorney General, brings this
action against Defendant Kenneth Brewer, Sr. (“Brewer”) for violations of the District’s Nonprofit
Corporation Act (“NCA”), D.C. Official Code §§ 29-401.01, et seq., and the common law for
unjust enrichment and breach of fiduciary duty. In support of its claims, the District states as
follows:

INTRODUCTION

1. The availability and preservation of affordable housing in the District of Columbia
is a pressing issue affecting District residents, particularly during periods of economic hardship,

high inflation, and underemployment.



2. H Street Community Development Corporation (“HSCDC”) is a 501(c)(3)
nonprofit incorporated in the District for the charitable purpose of revitalizing the H Street
Corridor and the surrounding area through the creation of affordable housing, advocacy,
investments, and promotion of economic opportunities for District residents.

3. In furtherance of this purpose, HSCDC created and is the sole shareholder of a for-
profit company, H Street Investment Corporation (“HSIC”). Through joint partnerships with
HSIC, HSCDC can participate in affordable housing projects.

4. In the 30+ years since its inception, HSCDC has been able to provide access to
affordable housing and economic opportunity to the residents of the H Street Corridor.

5. HSCDC hired Brewer in July 2010 to serve as its Executive Director. Per the
HSCDC bylaws and Brewer’s employment contract, his duties included also serving as the
Executive Director of HSIC. Through these positions, Brewer managed the assets of both HSCDC
and HSIC.

6. Under HSCDC'’s bylaws and Brewer’s employment agreement, only HSCDC’s
board was authorized to control Brewer’s compensation, including any bonuses.

7. HSCDC had an established process through which the board awarded bonuses.
From 2011 through 2016, Brewer complied with this process, submitting self-evaluations to an
independent law firm that would then provide performance evaluations to the HSCDC board. The
board would then determine and award bonuses.

8. However, between 2017 and 2022, Brewer abandoned the established bonus
process, abused his dual Executive Director roles, and directed HSCDC funds to HSIC to fund
bonuses, partly by liquidating HSCDC properties— all without the authorization of the HSCDC

board.



0. Through his scheme, Brewer awarded himself massive sums of money, often
exceeding his salary, and misappropriated $1,255,000 of HSCDC’s funds. The District brings this
action to recover these funds and secure injunctive relief preventing further misconduct by Brewer.

PARTIES

10. Plaintiff District of Columbia is a municipal corporation empowered to sue and be
sued and is the local government for the territory constituting the permanent seat of the government
of the United States. The District is represented by and through its chief legal officer, the Attorney
General for the District of Columbia. The Attorney General has general charge and conduct of all
legal business of the District and all suits initiated by and against the District and is responsible
for upholding the public interest. D.C. Code § 1-301.81(a)(1). The Attorney General is specifically
authorized to enforce the NCA as provided in D.C. Code § 29-412.20, and has broad powers under
the common law to police the activities of nonprofits within the District to ensure that their uses
of funds are consistent with their public nonprofit purposes.

11. Defendant Brewer is an individual who has served as the Executive Director for
HSCDC and its wholly owned subsidiary HSIC from July 1, 2010 until his retirement on June 30,
2023. At all times relevant to the Complaint, Brewer directed, controlled, had the authority to
control, participated in, or with knowledge approved of the acts and practices of HSCDC and
HSIC.

JURISDICTION

12. This Court has subject matter jurisdiction over this matter under D.C. Code §§ 11-
921, 29-412.20(a)(1), 1-301.81, and the common law.
13. This Court has personal jurisdiction over Brewer under D.C. Code § 13-422 and

§ 13-423.



FACTUAL ALLEGATIONS

14. HSCDC was organized for the charitable purpose of facilitating the revitalization
of the H Street Corridor. To that end, HSCDC established HSIC as a wholly owned for-profit
subsidiary that operates as a certified business enterprise, which provided it with preferential status
in seeking District government contracts. HSCDC also established a second subsidiary, H Street
Financial Corporation (“HSFC”) to further its nonprofit purpose.

15. Together, HSCDC, HSIC, and HSFC would enter joint ventures to bid on
affordable housing development projects. HSCDC implemented a shared expenses allocation
policy between itself, HSIC, and HSFC to establish each corporation’s pro rata payments for
employee salaries and project expenses.

16. Article III, Section 1 of the HSCDC bylaws delegates the day-to-day management
of the organization to the Executive Director.

17. Article V, Section 10 of the bylaws provides that the Executive Director would
provide support to other entities established by the organization. Section 2, Paragraph 1 of
Brewer’s employment agreement sets forth that the Executive Director would also serve as an
employee of HSCDC'’s subsidiary, which would include HSIC.

18. Section 4 of the employment agreement establishes that the HSCDC board, via the
Executive Committee, would conduct Brewer’s annual evaluation.

19. Pursuant to the expense allocation policy, 68% of Brewer’s salary was paid by
HSCDC accounts, 27% by HSIC accounts, and 5% by HSFC accounts. However, at all times the
base amount of the salary was determined, approved, and controlled by the HSCDC board.

20. HSCDC had an established process for calculating and awarding performance

bonuses. The board based these awards on performance evaluations prepared by the independent



law firm Leftwich & Ludaway. When preparing the evaluations, the law firm would consider
several factors, including Brewer’s self-evaluations, before submitting its findings to the HSCDC
board for final review and approval. The HSCDC board reviewed the performance evaluations and
approved the bonus awards at HSCDC board meetings. From 2011 through 2016, the HSCDC
board authorized Brewer to receive performance bonuses through this established process.

21. Based on the performance evaluations of Leftwich & Ludaway, Brewer was
awarded bonuses in the amount of $180,500 in 2012, $35,000 in 2013, $50,000 in 2015, and
$50,000 in 2016, paid from HSCDC’s accounts.! In 2016, the HSCDC board also authorized an
additional $17,500 performance bonus to be paid from HSIC accounts.

22. Beginning in 2017, Brewer abandoned the established procedure and stopped
submitting his performance evaluations to Leftwich & Ludaway. Instead, Brewer submitted
requests for bonuses only to the HSIC board.

23. Without informing the HSCDC board or involving the outside law firm, the HSIC
board authorized bonuses to Brewer in the amount of $150,000 in 2017, $155,000 in 2018,
$250,000 in 2019, $350,000 in 2021, and $350,000 in 2022.% The total amount of these bonuses is
$1,255,000.

24, Brewer’s total compensation, i.e., salary and bonuses, from HSCDC and HSIC
between 2017 and 2022 was significantly greater than his compensation in prior years. On
information and belief, the total compensation in this time period exceeded the value of his services
to HSCDC and HSIC.

25. To fund these bonuses, Brewer often authorized the transfer of proceeds from the

! Brewer was not awarded a performance bonus in 2014.
2 The HSCDC board authorized a second bonus of $350,000 in October 2022 but later rescinded
it.



sale of HSCDC properties to HSIC bank accounts. Email messages between Brewer and
comptroller for HSCDC and HSIC Johann Lashley show Brewer instructed Lashley to transfer the
proceeds from sales of HSCDC-owned properties to the HSIC bank accounts, and then to Brewer’s
accounts.

26. For example, to fund the $155,000 bonus awarded to Brewer on December 12,
2018, Brewer instructed Lashley via email on December 13, 2018 to immediately transfer $30,000
to Brewer, and to remit the remainder of the bonus after the sale of the HSCDC-owned properties
at 808-812 13th Street NE.

27. Similarly, Brewer prepared an HSCDC resolution dated December 11, 2019 that
granted his $250,000 bonus for that year, and provided that $200,000 of the bonus was to be funded
by the sale of HSCDC-owned property at 721 H Street, NW.

28. Brewer did not inform the HSCDC board about these transfers of funds, nor did he
inform the HSCDC board of the bonus awards he received from HSIC.

29. In April 2023, the HSCDC board discovered the October 2022 bonus authorized by
the HSIC board, and in May 2023 voted to rescind the October 2022 bonus.

30. Brewer retired from HSIC and HSCDC on June 30, 2023, and never returned the
unauthorized bonuses.

31. As a result of Brewer’s unauthorized bonuses, HSCDC is facing significant

financial challenges, threatening its ability to perform its charitable purpose.



COUNT I

Violation of the Nonprofit Corporation Act, D.C. Code § 29-406.30(a)-(c), for Failure to
Comply with Standards of Conduct Imposed on Nonprofit Directors

32. The allegations contained in paragraphs 1 through 31 are realleged as though fully
restated herein.

33.  The NCA broadly empowers the Attorney General to police nonprofits incorporated
under District law. This includes the ability to secure broad injunctive and equitable relief
whenever a director of a District nonprofit violates his or her duty to act “in good faith,” “in a
manner that the director reasonably believes to be in the best interests of the nonprofit corporation,”
and “with the care that a person in a like position would reasonably believe appropriate.” D.C.
Code § 29-406.30(a)-(b).

34, The NCA also requires directors to “disclose . . . to the other board or committee
members information not already known to them but known to the director to be material to the
discharge of their decision making or oversight functions.” Id. § 29-406.30(c).

35. As a director of HSCDC, Brewer owed all duties imposed by D.C. Code § 29-
406.30(a)-(c).

36. By directing HSCDC’s comptroller to transfer the proceeds of sales of HSCDC’s
property to HSIC to fund his bonuses and failing to disclose the bonus payments he received from
HSIC to the HSCDC board, which was solely responsible for setting his compensation, Brewer
violated his fiduciary duties of care and loyalty to HSCDC.

37. As a direct and proximate cause of Brewer’s misappropriation of HSCDC’s
nonprofit funds, by causing them to be transferred first to HSIC and then to him, in violation of

D.C. Code § 29-406.31(d)(1), HSCDC has suffered damages of at least $1,255,000.



COUNT 11
Unauthorized Diversion of Charitable Asset- D.C. Code § 29-410.03(a)

38. The allegations contained in paragraphs 1 through 37 are realleged as though fully
restated herein.

39. The NCA provides that “[p]roperty held in trust or otherwise dedicated to a
charitable purpose shall not be diverted from its purpose . . . unless the nonprofit corporation
obtains an appropriate order from the Superior Court to the extent required by and pursuant to the
law of the District on cy pres or otherwise dealing with the nondiversion of charitable assets.” D.C.
Code § 29-410.03(a).

40.  HSCDC is organized for the nonprofit purposes of revitalizing the H Street Corridor
and the surrounding area by creating affordable housing, advocacy, investments, and promoting
economic opportunities for District residents.

41.  HSCDC acquired 721 H Street NW and 808-812 13th Street NE to further these
nonprofit purposes.

42. Brewer caused HSCDC to violate D.C. Code § 29-401.03(a) by directing HSCDC’s
comptroller transfer the proceeds of the sale of these properties to HSIC to fund his performance
bonuses without first seeking a cy pres order from this Court to divert these assets away from their
designated charitable purposes.

43.  Because Brewer still holds the proceeds of these sales, these violations are

continuing.



COUNT III1
Breach of Fiduciary Duty

44. The allegations contained in paragraphs 1 through 43 are realleged as though fully
restated herein.

45. The Attorney General has broad common law authority to ensure that the director
of a nonprofit corporation complies with their fiduciary duties, including their duty to ensure that
they govern and use the funds of the corporation in a manner consistent with the corporation’s
nonprofit purpose and ensure that the funds are not wasted, used for private inurement, or
otherwise used in a manner incompatible with the corporation’s nonprofit purpose.

46. Brewer had fiduciary duties to HSCDC as its executive director and member of its
Board of Directors. These duties include the duties of loyalty, care, and good faith.

47. By failing to comply with the established protocols for receiving bonus
compensation, failing to notify the HSCDC board of bonus compensation payments, and ordering
the transfer of nonprofit funds to HSIC to cover the payment of bonus compensation for his
personal benefit, Brewer has violated these fiduciary duties to HSCDC and its nonprofit purpose.

48. As a direct and proximate cause of Brewer’s breach of his fiduciary duties, HSCDC
is still missing over $1,255,000 from its financial accounts.

49. Because Brewer violated his common law fiduciary duties, the District is entitled

to seek appropriate equitable relief, including the return of HSCDC’s funds to its nonprofit

purpose.



COUNT 1V
Unjust Enrichment

50. The allegations contained in paragraphs 1 through 49 are realleged as though fully
stated herein.

51. The Attorney General has broad common law authority to ensure that nonprofit
funds of an organization operating in the District are used in a manner that is consistent with the
nonprofit’s purposes and not for private inurement.

52. While serving as HSCDC'’s executive director, Brewer caused HSCDC to transfer
the proceeds of the sale of its assets to HSIC and from there to his personal bank accounts without
authorization of the HSCDC board.

53. These transfers constitute a benefit Brewer conferred on himself that he has retained
and has not returned to HSCDC.

54. In equity, these funds belong to HSCDC, and it would be unjust for Brewer to retain
them.

55. Brewer’s unjust enrichment from these unauthorized transfers entitles the District
to appropriate equitable relief, including the return of the misappropriated funds to HSCDC.

PRAYER FOR RELIEF

WHEREFORE, the District requests that this Court:

a. Order an equitable accounting of books and records for HSCDC'’s finances pursuant
to Super. Ct. Civ. R. 53(a)(2)(B)(ii);

b. Impose a constructive trust or other equitable monetary relief over nonprofit funds

improperly obtained by Brewer in violation of District law, in the amount of

$1,255,000;
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c. Order other equitable relief and such other relief as the Court determines to be
appropriate.
Dated: March 10, 2025 Respectfully submitted,

BRIAN L. SCHWALB
Attorney General for the District of Columbia

COTY MONTAG
Deputy Attorney General
Public Advocacy Division

ADAM GITLIN

Chief, Antitrust and Nonprofit Enforcement
Section

Public Advocacy Division

/s/ Martine C. Wilson

CARA J. SPENCER (#1023182)
MARTINE C. WILSON (#90014982)
Assistant Attorneys General

400 Sixth Street, N.W., 10" Floor
Washington, D.C. 20001

(202) 724-6626

cara.spencer@dc.gov
martine.wilson@dc.gov

Attorneys for the District of Columbia
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