IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 99-10996

UNI TED STATES OF AMERI CA,
Pl ai ntiff-Appellant,
vVer sus
RONALD W HUGHES, SR,

Def endant - Appel | ee.

Appeal fromthe United States District Court for the
Northern District of Texas, Dallas

Cct ober 30, 2000
Before JOLLY, H GE NBOTHAM and EM LIO M GARZA, Circuit Judges.

E. GRADY JOLLY, G rcuit Judge:

The governnment appeals the district court’s grant of a notion
under 28 U S.C. § 2255, which vacated the conviction of Ronald
Hughes, Sr. Initially, the magi strate judge heard t he evi dence and
recommended that the notion be granted, concluding that Hughes was
entitled to a new trial because the governnent had suppressed
materially exculpatory information in violation of Brady V.
Maryland, 373 U.S. 83, 83 S.C. 1194 (1963). After an evidentiary
hearing, the district court adopted the nagi strate judge’ s report,

and rel eased Hughes from cust ody.



Because we find that the evidence that the governnent failed
to turn over to the defense was not material, we reverse the
district court and reinstate the conviction and sentence.

I
A

Ronal d Hughes, Sr., an experienced busi nessman, was convi cted
on several counts of an indictnent charging conspiracy and noney
| aundering. |In summary, Hughes accepted | arge suns of cash froma
Betty Allen as a loan to expand his funeral honme business. Harry
Pierce, a friend and forner enployee of Hughes, introduced Hughes
and Allen when Allen nentioned she had nobney to invest.
Purportedly, Allen told Hughes that the noney was hers, a bequest
froma rich deceased oi | man— Joe Brown--whi ch had been given to her
because she had been his mstress. Joe Brown was a real person,
and it is apparently true that Brown di strusted banks, and kept his
nmoney in cash

Hughes received the first $1 mllion loan, nostly in smal
bills, on June 27, 1989. Hughes was acquitted of noney | aundering
for this transaction. On July 1, 1989, Hughes signed a prom ssory
note for the cash, and, on his |awer’s advice, received an
affidavit fromAllen that the noney was “clean.” Naned as payees
on the note were Allen and a Robert Chanbers. Allen insisted on

i ncl udi ng Chanbers, who she allegedly clained was another Brown



beneficiary and shared ownership of the noney. 1In fact, as Allen
told Pierce initially, the noney belonged solely to Chanbers.
Chambers earned the nmoney in $1 mllion increnments for each ton of
cocai ne he helped to snmuggle into the United States and had given
it to Allen for safekeeping. Apparently, the loan was wholly
Allen’s idea, which Chanbers only discovered after the fact.

On July 20, 1989, Pierce called Hughes and told himthat Betty
Al l en had phoned from Ari zona and had asked Pierce to neet her in
Scottsdale and fly back with her to Dall as. Because Pierce was
unabl e to acconpany her, he asked Hughes to go in his place. The
next day, Hughes flew to Phoenix on a chartered jet, for which he
paid a fee of over $4000. Hughes nmet Allen, who had spent the
ni ght at Chanbers’s girlfriend s house, and together they drove to
a storage facility to retrieve another $2 nillion. Wen they
arrived at the m ni-warehouse, Allen opened a storage room that
contained a safe holding a large sumof currency in small bills.
As Hughes testified at trial, Allen told himthat Chanbers had put
the noney in the safe. He also testified that it “crossed his
m nd” that the noney was “possibly drug noney.” Upon return from
Phoeni x, Hughes put the cash in the trunk of his car and delivered
t he noney, pursuant to Allen’s instruction, to Pierce’s apartnent.

Hughes was convi cted of noney |aundering for this transaction.



Hughes received another $1.9 mllion around August 1, 1989.
The noney that formed the basis of this second | oan was | oaded i nto
trunks and bags and flown into the Dallas airport on Allen's
ai rpl ane. Hughes net Allen, Pierce and Allen’s daughter at the
airport and took the noney, again, all of it in cash. Hughes pai d
Pi erce $50,000 for flying to Al pine, Texas, to help pick up the
noney. Hughes was al so convicted of noney |aundering for this
transacti on.

On August 8, 1989, Chanbers cane to Dallas to neet wth
Hughes. Although the contents of the neeting are contested, it is
undi sput ed that Chanbers indicated that the noney was his, that he
told Hughes that he had once worked for a man naned Pabl o Acost a,
that he had inherited Acosta’s turf, and that Acosta was |like a
godfather to him Hughes told Chanbers that he had checked
Chanmbers out through a long-tine friend at the FBI.

Beginning in July 1989, Hughes and his famly nenbers and
enpl oyees made 199 deposits in anounts |less than $10,000 in bank
accounts at eleven different banks throughout Dallas and the
surrounding area to avoid filing Currency Transaction Reports.
Hughes instructed the conpany’s conptroller to characterize the
money as | oans from Hughes to the conpany. The | oans were repaid
wthin a day or two in the form of checks from the business to

Hughes. Wen the conpany’s conptroller inquired about the infusion



of cash, Hughes lied to her, saying that he had gotten a | oan from
a bank.

Hughes’ s defense at trial was that he did not know t he noney
was drug proceeds. Instead, he testified that he believed Allen’s
story about her rich benefactor. He also said that his structured
deposits were a neans to avoid an |IRS audit, not other |aw
enforcenent authorities. Chanbers was the governnent’s prinmary
witness at trial. On the wtness stand, Chanbers testified in
ef fect that Hughes nost |ikely knew that the noney was not fromJoe
Brown and that he, Chanbers, had concocted the Joe Brown story
after all of the transactions were conpl et ed.

The jury acquitted Hughes of all structuring charges and of
t he noney | aunderi ng count that charged his receipt of the first $1
mllion. He was convicted of conspiracy and of noney | aundering
for the transaction related to the Phoenix trip, the transaction in
early August, and for buying property and a certificate of deposit
with the funds in Septenber and Novenber, respectively.

There are two Brady statenents at issue. The first, which
relates to Chanbers’s testinony for the governnent, is the FBI
i nterview gi ven by Agent Charl es Hol nes, an I RS agent investigating
the Hughes matter, which was taken by FBI Agent Stephen Largent,
investigating a related matter. (This is referred to as the 302

interview). The portion of that interview at issue is as foll ows:



Hol mes stated that d enn Chanbers was busted with one ton

of cocaine and pled guilty to the charges agreeing to

cooper at e. Chanbers has told Holnes that the Hughes

famly knew that the noney they received was drug noney
about six weeks after receiving the noney. He stated

that Betty Allen knew from day one that the noney was

drug noney, but that all evidence supports the fact that

Betty Allen initially told Ronald Hughes, Sr. that the

nmoney cane from her fornmer |over, Joe Brown.

Hughes clains this statenent contradi cts Chanbers’s trial testinony
t hat he, Chanbers, fabricated the Joe Brown story after Allen gave
Hughes t he noney.

The second Brady statenent was an oral comment nade by Hol nes
to Custons Agent Dan Dobbs, in which Dobbs related that Hol nes
stated that he had an undefined problemw th the Hughes famly and
woul d do all that he could to “get” them

B

After we affirmed his conviction on direct appeal in an
unpubl i shed opi ni on, Hughes filed his § 2255 petition alleging the
af orenmenti oned Brady violations. The matter was referred to a
magi strate judge for devel opnent. The nmagi strate judge held a one-
day evidentiary hearing. In a witten opinion, she recomended
that the 8§ 2255 petition be granted. She concluded that Hol mes’s
302 statenent was material under Brady, principally because it
under cut Robert Chanbers’s trial testinony that he was the source

of the “it was Joe Brown’s nobney” story, and that he had not

concocted that cover until after Hughes had accepted t he noney from



Al | en. She also considered whether Hughes would have been
convi cted based on other circunstantial evidence of know edge, but
found that the Brady violation sufficiently underm ned confidence
inthe jury verdict to vacate the conviction. The nmagistrate judge
also found that the prosecution’s failure to disclose Holnes's
statenent about a Hughes famly vendetta was a Brady violation
because, taken together with the 302 statenent, it called into
doubt the credibility of his investigation.

The district court, over Hughes’'s objection, held its own
evidentiary hearing after receiving the nmagistrate judge’'s
reconmendat i on. Wthout stating its reasons in witing, the
district court affirned the nmagistrate judge’ s recomendati on and
vacat ed Hughes’ s sentence.

|1

We review Brady clains de novo. See Fel der v. Johnson, 180

F.3d 206, 212 (5th Cr. 1999); United States v. Green, 46 F. 3d 461,

464 (5th Cr. 1995). Factual findings are reviewed for clear

error. See United States v. Placente, 81 F. 3d 555 (5th Gr. 1996).

We start with the premise that the prosecution has a duty to
turn over inpeachnment evidence favorable to an accused when “there
is a reasonabl e probability that, had the evi dence been discl osed
to the defense, the result of the proceeding would have been

different.” United States v. Bagley, 473 U. S. 667, 682, 105 S. Ct




3375, 3383 (1985). There are three conponents to a Brady
violation. First, the evidence nust be favorable to the accused,
a standard that includes inpeachnent evidence. Second, the State
must have suppressed the evidence. Third, the defendant nust have

been prejudiced. Strickler v. Geene, 527 U S. 263, 281-82, 119

S.C. 1936, 1948 (1999). It is this final conponent--the
materiality conponent--that is nost at issue in this appeal.
The materiality inquiry turns on the question of whether “the

favorabl e evi dence coul d reasonably be taken to put the whol e case

in such a different light as to underm ne confidence in the
verdict.” Kyles v. Witley, 514 U S 419, 435, 115 S.C. 1555,
1566 (1995). The defendant has the burden to establish a

reasonabl e probability that the evidence would have changed the
result. Strickler, 527 U S. at 291. VWhen there is nore than one
Brady violation, we nust consider the cunulative effect of the

suppressed evidence. Kyles, 514 U S. at 421-22; United States v.

Freeman, 164 F.3d 243, 248 (5th G r. 1999). Because we find that
Hughes di d not establish a reasonabl e probability that the evidence
woul d have produced a different result, we do not need to consi der

whet her Hughes established the other Brady conponents.



11
A

We turn nowto the materiality of the statenent fromthe FB
302 interview summary of Hol nes. Money | aundering under 18 U. S. C
88 1956 and 1957 requires a showi ng that the defendant knew at the
time of the transaction in question that it involved the proceeds
of an unlawful activity.

Hughes argues that Chanbers’s testinony was the only support
for the conclusion that Hughes knew of the illegal nature of the
nmoney. Hughes, as we have nentioned, testified that at the tine he
accepted the noney for which he was convicted, he believed Allen’s
story that it was a gift to her and Chanbers from Joe Brown.
Chanbers, however, testified on the witness stand that he concoct ed
the Joe Brown story after Hughes had received the three cash
transfers, and that there was “no doubt” in his mnd that Hughes
knew the noney was illegal. Thus, because Holnes’s statenent in
the 302 FBI interview m ght have inpeached Chanbers as to when
Hughes | earned that the noney was illicit, the magistrate judge
concl uded that the statenent was material for the purpose of Brady.

The question of materiality, however, is, as we have noted,
whet her “the favorabl e evidence could reasonably be taken to put
the whol e case in such a different |ight as to underm ne confi dence

in the verdict.” Kyles, 514 U S at 434. Thus, we need to



consi der whether this potentially inpeaching evidence would have
created a “reasonable possibility” of a different result.

It is inportant to note that two of the noney | aundering
transactions for whi ch Chanbers was convi cted, one i n Sept enber and
one in Novenmber of 1989, fall outside the scope of the 302
interviewstatenent. The statenent specifically acknow edges that
Chanbers clainmed that the Hughes famly knew the noney they
recei ved was drug noney about six weeks after receiving the noney.
Hughes was convi cted of noney | aundering for two transactions that
occurred after the six-week point. Thus, for the transactions in
Septenber and Novenber, the statenent supports the governnent’s
position that Hughes was aware of the illegal nature of the noney

at the tine of the transaction.! For these two transactions, it is

! Nei ther the governnment nor the magistrate judge renarked on
the fact that the statenent would have had no effect on Hughes's
convictions for noney laundering in the Septenber and Novenber
transactions. The magi strate judge noted that a key i ssue at tri al
for both the noney |aundering and conspiracy counts was whet her
Hughes knew at the tinme of the three noney transfers that the noney
was derived fromdrug trafficking. This was relevant to the noney
| aunderi ng charges i n Septenber and Novenber because i f Hughes knew
that the noney was derived fromillicit sources in July, he clearly
knew that the noney was derived fromillicit sources in Septenber
and Novenber. Evidence that tends to corroborate the claimthat
Hughes knew that the noney was derived fromillicit sources in
August (six weeks after the first transaction), however, aids the
governnment in show ng that Hughes knew in Septenber and Novenber
that the noney was derived fromillegal sources.

Hughes was sentenced on Septenber 20, 1995, to a term of 60
nmont hs for the conspiracy conviction, atermof 165 nonths each for
the two noney |aundering convictions that occurred before the

10



obvi ous that disclosure of the statenment would not have led to a
different result. The question concerning the statenent’s
materiality therefore only pertains to the noney |aundering
convictions for the July and August 1989 transacti ons.

The statenent itself is sonmewhat anbi guous. The gover nnent
argues that the sentence, “Chanbers has told Hol nes that the Hughes
famly knew that the noney they received was drug noney about siX
weeks after receiving the noney,” does not specifically contradict
the theory that Hughes, Sr. knew that the noney was illegal prior
to the six week point. The governnment contends that the next
sentence, “[h]e stated that Betty Al len knew fromday one that the
nmoney was drug noney, but that all evidence supports the fact that
Betty Allen initially told Ronald Hughes, Sr., that the noney cane
from her former |over, Joe Brown,” was really about what Hol nes
bel i eved, not what Chanbers believed. Al though these contentions

are debatable, they denonstrate that the jury would have had to

August 8 neeting with Chanbers, and a termof 120 nonths for each
of the two noney | aundering transactions i n Sept enber and Novenber.
The sentences are running concurrently. Thus, even if the Brady
statenent had proved to be material for the transactions in July
and August of 1989, Hughes shoul d not have been rel eased, because
the statenent was clearly not material to the noney | aundering
convictions for the transactions in Septenber and Novenber. At
nmost, the statenent would have allowed the magistrate judge and
the district court to vacate the 165-nonth sentences. It woul d not
have all owed the magi strate judge and the district court to vacate
t he 120-nont h sent ences.

11



grapple with the neaning of the statenments before determ ning
whet her they inpeached Chanbers’s testinony.

Chanbers seens to have been an inportant governnent wtness,
but his credibility did not go untested. He was i npeached at tri al
on various grounds. He admitted that he had lied on nultiple
occasi ons, including under oath, that he was testifying to have his
sentence reduced, and that he had used drugs in the past. Three
ot her wi tnesses--Hughes’s | awyer, his accountant, and a governnent
Wtness--all testified that Hughes told them the Joe Brown story
bef ore Chanbers clainmed to have nade it up. Furthernore, the jury
acquitted Hughes of noney |aundering charges for the first $1
mllion transaction. This acquittal indicates that the jury did
not find Chanbers’s testinony that he had nmade up the Joe Brown
story after Hughes had recei ved the noney credi bl e enough to infer
that Hughes knew that the noney he received initially was from
illicit sources.

Not only is it unclear that the statenent would have had a
significant effect on the inpeachnent of Chanbers, Chanbers’s
statenent was not the only evidence concerning Hughes's state of
mnd at the tine he received the noney. A significant anount of
circunstantial evidence clearly indicated that Hughes nust have
been aware that the noney canme from illegal sources. The jury

convi ct ed Hughes of noney | aundering for transactions that occurred

12



af ter Hughes had signed the prom ssory note that included the nane
Robert Chanbers, after Hughes began lying to his enpl oyees about
the source of the noney, after he began making the 199 different
deposi ts under $10,000, and after his bizarre trip to Phoenix with
Betty All en. Hughes even admtted at trial that during the tripto
Phoenix it “crossed his mnd” that the noney was “possibly drug
money.” Furthernore, the jury was at liberty to apply its conmon
sense and find that any busi ness man wi t h Hughes’ s background woul d
have known that a “loan” under these circunstances was fraught
wthillegal probabilities. The jury could easily have determ ned
that Hughes’s crimnal intent was exenplified by his surreptitious
conduct and his continued participation in this highly irregular,
if not outlandish, plot.

Chanbers testified at trial that he had “no doubt” that Hughes
knew the noney was illegal. As defense counsel pointed out at
trial, however, Chanbers did not know what Betty Allen told Hughes
about the noney at the tinme she gave it to him \Wen discussing
his first nmeeting with Hughes, Chanbers testified that although he
did not say that he snuggled drugs, “lI doubt very seriously that
you could have had a doubt about that noney.” This testinony
suggest s t hat Chanbers’ s opi ni on about Hughes’ s know edge cane from
the circunstances surrounding the transfer and handling of the

money. @G ven the fact that Chanbers was aware that Hughes accept ed

13



mllions of dollars in small bills from Allen in bags, and
retrieved cash from storage facilities, this opinion is not
sur pri sing.

The anbiguity of the statenent, the inpeachnent of Chanbers
that occurred at trial and the other evidence denonstrating
Hughes’ s know edge beyond a reasonabl e doubt convince us that the
302 interview that the governnent failed to turn over to Hughes
was not material for the purpose of Brady. Evaluating Chanber’s
testinony and the other evidence in context, we sinply cannot
concl ude that the undi scl osed evi dence puts the “whol e case i n such
a different light as to undermne confidence in the verdict.”
Kyles, 514 U.S. at 435. O stated in a different way, based on the
record of Hughes’s crimnal trial, we have conplete confidence in
the jury verdict of guilty even when considered in the |ight of
this Brady statenent.

B

The ot her Brady statenent at issue concerns potential bias by
the I RS agent investigating the matter, the sanme Charles Hol nes to
whom we have earlier alluded. The statenent at issue was nmade by
Cust onms Agent Dan Dobbs during the course of an investigation of an
FBI agent who may have acted inproperly because of his friendship
wth the Hughes famly. The statenent is as foll ows:

Agent Hol nmes told U. S. Custons Speci al Agent Dani el Dobbs
that he, Agent Hol nes, had a problemw th Ronal d Hughes,

14



Jr. either during high school or college, that Hol nes

woul d do everything he could to harass and annoy the

Hughes famly, and that Hol nes woul d get nenbers of the

Hughes fam|ly.

The magistrate judge found that although Hol nes’s 302 statenent
merited vacating the conviction standi ng al one, Dobbs’ s statenent
buttressed that conclusion. Although the magistrate judge found
that Holnmes's allegations of previous problenms wth the Hughes
famly were probably untrue, she still found them excul patory and
found that they called into question the integrity of the
governnent’s investigation.

This statenent, however, even in conjunction with the 302
interview, does not create a reasonable probability that "had the
evidence been disclosed to the defense, the result of the
proceedi ng woul d have been different.” Kyles, 514 U S at 435
The magistrate judge noted that, as it related to Hughes's
conviction, this statenent was not inportant evidence. Although
the magistrate judge eventually found that Dobbs nuaintained
t hr oughout questi oni ng that Hol nes had made such a statenent, Dobbs
admttedly waffl ed--and waffl ed--as to whet her Hol nes had actual |y
made the reported statenent.

Even if the statenent did prove that Hol nes was bi ased agai nst
Hughes, Hol nes was not a governnent w tness, and every fact | eading

to Hughes’s conviction occurred before Holnes wundertook his

investigation. There is no evidence that Hol nes “franed” Hughes or

15



inproperly influenced any of the witnesses. In fact, it is not
cl ear how evi dence of his bias could have influenced the result at
trial. In short, this dubious evidence of potential bias adds
nothing to Hughes’s defense. Because Hughes has not shown that
this statenent, even in conjunction with Holnmes’s 302 interview,
woul d have underm ned confidence in the trial, Dobbs’s statenent is
not material for the purpose of Brady.
|V

Because we find that the statenents the governnent failed to
turn over to Hughes were not nmaterial wunder Brady, either
separately or cunul atively, we REVERSE the district court’s grant
of relief under 28 U . S.C. § 2255, VACATE its judgnment and reinstate
t he conviction and sentence. The case is REMANDED to the district
court for further proceedings not inconsistent with this opinion.

REVERSED, VACATED, and REMANDED.
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