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FINAL BOXING REPORT 

INTRODUCTION 

Reprise 

After reviewing a preliminary State Police assessment of New 
Jersey's boxing controls and procedures, Attorney General Irwin 
I. Kimmelman determined that the State Commission of 
Investigation (SCI) would be the most effective vehicle for an 
in-depth critique. He therefore requested in February, 1983, 
that the SCI cond uct such an inqui ry into the state's qovernance 
of the industry. So inj ur ious to the pub I ic interest were the 
ini t ial find ing s of reg ulatory impropr ieties that the Commission 
decided to move at once to expose these problems and to propose 
corrective actions, postponing until a later date its final 
report on other adverse conditions within the industry. In 
,4arch, 1984, the Commission issued an In terim Report on Box ing • 
This report castigated New Jersey's lax controls over an enter
prise whose gambling casino-spurred growth had "precipitated 
increasingly ser ious problems" so numerous and deleter ious that 
"boxing contests no longer can be conducted in this state without 
breaking the law at worst or bending the rules at best." The 
interim report also emphasized numerous recommenjations for 
administrative reforms, accompanied by this warning: 

Obviously, if boxing is to remain a viable 
albeit grisly form of public entertai~ment 
an immediate legislative effort must be 
made to modernize the regulatory process 
and repair the corroded administrative 
machinery by which the industry is 
governed. The basic overall objective 
must be -- perhaps wi thout precedent -
that boxing must be regulated by moni tors 
who put the public interest ahead of the 
industry's. 

To their credit, the Executive and the Legislative branches 
responded quickly. Senator Richard J. Codey (D-Essex), 
Assemblymen Buddy Fortunato (D-Essex) and William P. Schuber 
(R-Bergen), and Attorney General Kimmelman expanded previous 
corrective proposals to generally coincide with the SCI's broader 
reform measures. By January 7, 1985, a law was enacted to 
improve tax procedures and collections and by March 15, 1985, a 
more comprehensive statute was enacted to impose stringent 
regulatory controls designed to promote the integrity of boxing 
matches, the physical safety of boxers and, above all, public 
confidence in the overall conduct of the boxing industry. The 
Attorney General, meanwhile, promulgated 'a series of new and 
revised rules and regulations with the same objectives in mind. 
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Final Report 

This Final Report reflects the predetermined shift in the 
SCI's investigative focus to the incursion by organized crime 
into professional boxing. The Commission regards this presence 
as particularly ominous not only because of the rapacious impact 
of mob influence on any activity it touches but also because of 
the so-called Code of Silence by which organized crime shields 
its depredat ions from even the most aggress ive law enforcment 
scrutiny. Indeed, so deep was this concern that, when the 
President's Commission on Organized Crime offered its scheduled 
hear ing s in New York Ci ty last June as a forum, the SCI relaxed 
its traditional -- and customarily appropriate -- policy against 
discussing ongoing probes. Executive Director James J. Morley 
told the feder al comm i ss ion that the SCI's unpreceden t ed publ ic 
comment was required not only because its inquiry had "confirmed 
the insidious presence of organized crime to an extent that 
merits instant exposure," but also because the hearings offered 
the most appropriate sounding board for resolving problems "that 
call for federal redress in cooperation with the states, rather 
than state action alone." 

Organized Crime's Presence 

The SCI noted earlier the difficulties of achieving an 
effective exposure of organized crime's machinations. No 
intelligent reader needs to be lectured about the sinister impact 
of the mob's strongarm gluttony on various facets of the 
construction, shipping, trucking, waste collection and other 
essential industries despite decades of investigations at every 
government level. Law enforcement monitoring of organized 
crime's presence in box ing, however, has been sporad ic at best 
and mob interest in the sport since its revival in New Jersey as 
a casino gaming industry promotional gimmick easily kept pace 
with increased opportunities for profit, organized crime's 
life-blood. As for the difficulty exposing organized crime's 
incursion into boxing in this state, the SCI's record of 
executive session interrogations shows that, out of 70 witnesses 
who appeared to testify under subpoena, 17 exercised their 
Constitutional privilege to remain silent. Of those who invoked 
their Fifth Amendment right, the Commission granted i~munity 
(after consultation with appropriate prosecutorial authorities) 
to 12, and testimony, much of it evasive, subsequently was 
extracted from them. 

Despi te memory lapses that seemed to occur onl y when 
interrogation touched on organized crime and despite a posture of 
childlike innocence, the test imony of hard-bi t ten promoters, 
managers, trainers and other boxing specialists before the SCI 
corroborated. the penetration of boxing in this state by mobsters 
and mob associates. Although, as the Co~mission has stated, the 
probe findings offer no conclusive proof thiit any particular 
boxer is a mob pawn or that organized crime has "fixed" prize 
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inquiry provides 
Indeed, as the 

ample confirmation of 
SCI told the federal 

If the same mob presence we have found in 
boxing existed, for example, in profes
sional baseball or football, it would 
constitute a massive public scandal. 

Boxing's Future 

The Commission believes this report documents the presence 
of organized crime in boxing to an extent that warrants 
aggressive official reaction in the public interest. The 
conclusions of this report, as well as the initial SCI report, 
reflect the Commission's firm belief that no human endeavor so 
brutal, so susceptible to fraud and so generally degrading should 
be accorded any societal standing. Since the Commission realizes 
that its view that box ing should be outlawed, no matter how well 
founded or intended, may not prevail, an alternative program of 
reforms is also proposed -- but with great reluctance since the 
Commission is convinced that professional boxing has no place in 
a civilized culture. The Commission's reaction to the sport has 
been influenced in part by its review of published data by 
medical, legal and other authorities on the increasing physical 
hazards to boxers that lax and corrupt regulatory systems have 
compounded. Such expertise cannot be dismissed and will be noted 
in the final section of this report on the SCI's conclusions and 
recommendations. 
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INVESTIGATIVE RECORD 

Preface 

This section of the report will concentrate on what the SCI 
has characterized as a malignant presence of organized crime in 
the boxing industry. The record confirms an intrusion of mob 
members and associates so threatening as to require that New 
Jersey's emerging regulatory agency be put on notice. The 
following case histories of mobbed-up participants in 
professional boxing, therefore, represent an early warning to the 
new boxing control commission of scandals waiting to erupt. Some 
of these episodes include references to mismatches so blatant as 
to suggest that bribes dictated what are known in the ind ustry as 
"fall downs" or "dives." Such contrived exhibitions serve to 
inflate the win records of more promising boxers to the point 
where they might some day contend for championship ti tIes and 
huge cash rewards. The SCI's findings also demonstrate that mob 
members and allies have signed contracts guaranteeing them a 
portion of the future earnings of potential title contenders. 

Carlo DeIuliis (Carlo Dee) 

Carlo Deluliis of Florham Park, better known as Carlo Dee, 
is a restaurateur and boxing promoter. As Mr. Dee's, Inc., he 
operates the Meeting Place Restaurant in Madison, a hangout for 
organized crime members and associates. He promotes boxing 
exhibitions under the corporate name of Carlo Dee Enterprises. A 
friend for 20 years of Andrew Licari of Livingston, a Luchese 
crime family associate, he became active in professional boxing 
as an early fan of boxer Bobby Czyz, in whom Licari subsequently 
bought a financial interest. After a stint as a New 
Jersey-licensed boxing manager, he became a licensed promoter in 
June, 1982, and the following year he also became a licensed 
matchmaker. Carlo Dee's testimony at the SCI was replete with 
references to underworld figures. 

Hamsho Risks Reputation 

For exalnple, Dee recalled a promotion he arranged through 
Alfred Certisimo, more widely known as Al Certo, a Secaucus 
tailor. A Genovese crime family associate, Certo was a 
self-described booking agent for Mustafa Hamsho, a middleweight 
who was regarded as a title contender. On August 16, 1984, 
Hamsho, onl y two months before he was to battle Marvelous Marv in 
Hagler for the world middleweight title at Madison Square Garden, 
appeared at the Ice World arena in Totowa for an exhibition of 
sparring with two little-known boxers under the auspices of Carlo 
Dee Enterprises. That Hamsho risked inj ur ies that might have 
affected his performance in a championship bout worth hundreds of 
thousands of dollars to him suggests the influential clout of the 
organized crime figures with whom he was associated. At that 
Totowa event Dee was observed in deep di scussion wi th Certo 
during which he handed Certo a packet containing $2,000. The SCI 
was cur ious not only about the tr ansact ion but al so about why 
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career at a relatively insignificant 
Following are excerpts from Dee's 
to questions by SCI Counsel Gerard P. 

Q. I would like you to explain to us why, if 
you were giving him [Certo] cash that 
night, what the cash was for and why it 
was not entered in your records. 

A. The sum was $2000 that I had given Al 
Certo for training, the sparring partners 
during the time that he was getting ready, 
coming up here to the fight and going 
back. It was a two-thousand-dollar fee 
for the exhibition. 

Q. That was for Mustafa Hamsho' s appearance? 
A. Right. 

Q. Is there any reason why you did not enter 
tha t in your record s? 

A. Well, I paid that right out of my pocket. 
I didn't enter it for any particular 
reason. 

Certo was asked at the SCI about Hamsho' s appearance for 
Dee's exhibition. He admitted that the arrangements were made to 
assist Dee's promotional career, as the following excerpt from 
Certo's testimony shows: 

Q. You were discussing "we" when you were 
trying to help out Carlo Dee? 

A. Me and Mustafa I'm talking about. 

Q. Mustafa was trying to help out Carlo Dee? 
A. Sure. He's telling me, he asked me, "What 

are we going over there for $2000?" This 
is a guy fights for his cheapest purse 
that year was for 50,000. He didn't even 
want to fight for that. I says, "We're 
going to try to help the guy get 
television," and that's what we tried to 
do. 

The appearance of Hamsho on the Ice World card and Dee's 
announcement to the ringside crowd immediately afterward that he 
would have exclusive promotional rights to Hamsho indicated that 
the $2,000 payment to the Genovese gang associate might well have 
been a bargain. As it turned out, Hagler defeated Hamsho, 
retaining his middleweight crown, and the promotional contract 
with Dee was never signed. 
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Carlo Dee and Boxer Czyz 

Dee's rapid progress as a promoter was exempl i fi ed recentl y 
by the potential title contender Czyz's signing of an agreement 
giving Dee exclusive promotional rights for the super middle
weight's future bouts. This coup was achieved some months after 
Dee's appearance at the SCI in March, 1985. By that time, the 
Commission's investigative findings included documented proof 
that the Luchese gang associate Licari and his fr iend, Andrew 
Dembrowski of Bernardsville, held a contract on Czyz that 
guarantees them 26 percent of the boxer's earnings until November 
9, 1985, and 5 percent thereafter until 1991. Although the SCI 
also had proof that Dee and Licari were closely connected -- Dee 
testified he has known Licari since 1965 the promoter's 
testimony about any aspect of this long-time relationship was 
suspiciously vague. 

When Dee became interested in signing Czyz to a contract, 
according to his testimony, he dealt with the same lawyer who 
drew up the contract that gave Licari and Dembrowski 26 percent 
of Czyz. When he was asked whether the lawyer himsel f had the 
Czyz contract or was negotiating on behalf of Czyz's owner, Dee 
testified: "I really don't know who [had] the contract on Bobby 
Czyz." Further, although Dee was observed by SCI agents congrat
ulating Licari at ringside after Czyz won a bout at Ice World on 
February 14, 1984, the promoter was unable to recall the inc i
dent. Throughout his SCI testimony, Dee persisted in disclaiming 
any knowledge that Licari had an ownership interest in Czyz. 

Carlo Dee and the Mob 

Dee testified that he knew Michael (Mad Dog) Taccetta of 
Florham Park, who was described by federal authorities as an 
influential soldier of the Luchese crime family in North Jersey 
after the indictment and arrest of 26 members of that mob in 
August, 1985. Indeed, Dee admitted he knew both Taccetta and 
Licari well enough to have dined with them at the Seven Hills 
Restaurant in Bloomfield. He testi fi ed he al so has known a 
longtime Genovese crime family soldier Daniel (Big Red) Cecere 
for 30 years and sees him almost weekly. He also recalled that 
the late Genovese "capo" Angelo (Gyp) DeCarlo, Simone (Sam the 
Plumber) DeCavalcante, the New Jersey crime family boss now in 
semi-retirement in Florida, as well as numerous Luchese mob 
members and associates were customers of his Meeting Place 
Restaur ant. Boxer Bobby Czyz' s father once rented space at the 
Meeting Place for handling his son's affairs. 

Carlo Dee's Friend Licari 

Licari admitted in his SCI testimony that he has known for 
"a lot of years" Anthony (Tumac) Acceturo, who fled to Florida to 
avoid an SCI subpoena in 1971, and who still maintains control 
over the Luchese crime family's New Jersey operations. {Acceturo 
was characterized as the ringleader of the Luchese gang that was 
rounded up by U.S. Attorney Thomas W. Greelish's office in the 



-7-

previously noted raids in August, 1985.) Licari also confinled a 
relationship with Joseph Abate, the aging Luchese caporegime in 
Atlantic City and a mediator of mob disputes. Abate once 
borrowed $10,000 from Licari's Sol id States Electronics company 
in Bloomfield, a transaction Licari's long time business 
associate Dembrowski recalled at the SCI: 

Q. Do you know Joseph Abate, A-b-a-t-e? 
A. Do I know him? ;,0, sir. 

Q. Have you heard of him? 
A. The name's familiar. 

Q. 
A. 

And how is it familiar? 
How is it familiar? I th ink one day Mr. 

the Licari made him a loan from 
corporation. 

Q. Can you be !TIore specific? When? How 
much? 

A. I don't remember. I don't know if it was 
10,000 or something like that. I don't 
remember. 

Q. When was this loan given? A year ago? 
Two years ago? 

A. I think it was more than that. Pour, 
five, six years ago. I really don't 
remember exactly when. 

When Licari and Dembrowski jointly contracted for a 26 
percent share of Czyz' s future purses in 1981, all they really 
knew about the boxer was that he was "hot at the time" and that 
his father was trying to sell an interest in him. According to 
their SCI testimony, the two organized crime associates did 
little or no checking-up prior to making their large -- $300,000 

financial commitment. As Licari testified, in part: 

Q. When you first contacted Mr. Czyz, [Sr.], 
had he told you that he was in 
negotiations with other individuals for 
the purchase of that contract? 

A. He said he was trying to sell an interest, 
but he didn't tell me who. 

Q. Do you know a box ing promoter by the name 
of Carlo DeIuliis, also known as Carlo 
Dee? 

A. Yes, I do. 

Q. Did you ever ask Carlo Dee whether or not 
Czyz was a worthwhile risk as far as--

A. No, not that I remember, no. 

Q. 

A. 

Did you do any research in to Bobby Czyz' s 
background prior to purchasing him? 
No. 
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Q. Do you know Louis Duva, or Lou Duva? 
A. Well, I've heard of his name. I've seen 

him. 

Q. Were you aware that he was Bobby Czyz's 
manager? 

A. Yes. 

Q. Was' Mr. Duva at any time involved in or 
knowledgeable about the attempted purchase 
of Bobby Czyz's interest by you? 

A. I never talked to Lou Duva. 

Q. Whether or not you talked to him, were you 
aware that he knew that you were trying to 
purchase? 

A. I don't know. 

Q. Now, this contract calls for, in the first 
paragraph, a purchase price of $300,000. 
Could you tell us how you arrived at that 
three-hundred-thousand-dollar figure? 

A. Well, I arrived at when he says he wanted 
300,000, that my share was a hundred and 
fifty thousand, and I fel tit was worth 
spending a hundred fifty thousand; that if 
he got more successful, I would make -- it 
would be a very good investment. 

Law enforcement authorities have suspected the origins of 
the $300,000 Licari and Dembrowski invested in Czyz. Whatever 
the source, it was easy come-easy go. Dembrowski's testimony on 
how easily he and Licari each made his $150,000 investment 
decision was enlightening: 

Q. When you were considering this investment 
of $150,000, had you done anything to see 
to it whether or not the investment was a 
good investment? 

A. No, sir. 

Q. Had you attended any of Bobby Czyz's 
fights before you became involved in these 
negot i at ions? 

A. No, sir. 

Q. 

A. 

Did you ever 
background or 
champion? 
No. 

check on 
potential 

Q. Any reason why not? 
A. No. 

Bobby Cz yz' s 
for being a 
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Q. Same way you went into the electronics 
business; you don't bother checking, just 
went into it? 

A. Yes. Well, he had 14 wins, said he had a 
lot of potential, so I'm interested. 

Q. Had you ever attended any boxing matches 
pr ior to Bobby Czyz? 

A. No, sir. 

Q. Well, if you had n ' t checked any of the 
background other than that he had 14 wins, 
how were you ex pect ing to make money on 
this investment? 

A. Well, I guess they told us he had a good 
potential and I know fighters have a good 
potential, they can earn quite a bit of 
money. Doesn't take much to earn a lot of 
money in the fight game. 

Free Room for Mob Associate 

Although he supplied some boxers for Promoter Joe Hand's 
exhibition at the Atlantis casino in December, 1984, and was 
listed as the "co-pro;noter" for his efforts, Carlo Dee testified 
that he didn't sponsor a show of his own in Atlantic City until 
January 13,1985, at Resorts International. According to his 
testimony, his perquisites as a promoter included the right to 
dole out 25 free hotel rooms and 75 complimentary meals. One of 
those "comped" was Michael (Black Mike) LaFerrara, an associ ate 
of the DeCavalcante organized crime family. LaFerrara, another 
frequent diner at the Meeting Place, was the subject of these 
excerpts from Dee's testimony: 

BY MR. LYNCH: 

Q. You mentioned earlier a complimentary room 
was given to a Michael LaFerrara. Who is 
Michael LaFerrara? 

A. He comes to the fights and he asked me, 
you know, "Can I come down there if I 
bring my girl?" I say, "If I have an 
extra room, I'll give it to you." So I 
waited till the last minute and I did have 
it and he checked in, I think, about two 
in the morning, so I just gave it to him. 

Q. Who introduced you to him? 
A. He had a fighter, there was a fighter in 

Connecticut named Magic Starling. 

Q. Who is he? 
A. Starling out of Connecticut. He's a 

pretty good fighter and his brother is 
1 iv ing down here in this area and he went 
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to LaFerrara and says he wanted to be a 
fighter or that he has some experience, he 
had a terrific record. So this Mike 
LaFerrara came to me and he says, you 
know, you want to take a look at this kid, 
he tells me his record is 26 and 3 or 
wha tever number it is. So I took him to 
the gym in Parsippany and I had him spar 
with a couple of kids and I told Mike, 
"You're wasting your time," and, you know, 
Mike would come to my fights. 

Q. I'm not so sure you answered my question 
how you were first introduced to Mr. 
LaFerrara. Who introd uced you to him? 

A. Well, he would come to the restaurant. He 
frequents my restaurant. 

Q. Did you know that Michael LaFerrara was a 
member of the DeCavalcante organized-crime 
family? 

A. Not to my knowledge. 

Q. How many discussions have you had' with 
Mr. La Ferrara concerning boxing-related 
matters over the last two years? 

A. Just the Starling. 

Q. That's the only discussion? 
A. And every once in a while he'll, you know, 

he'll ask me if there's a fighter around 
that he would be interested. You know, 
he, he somehow feels that there's money to 
be made in the fight game, you know, 
something to that effect. 

Were These Fights Fixed? 

A bizarre series of matches marked a Carlo Dee exhibition at 
Ice World on April 26, 1984. This show was witnessed by SCI 
special agents because word had leaked fran Philadelphia that 
so-called "divers" had been sought as opponents for at least 
three of the local boxers on that night' 5 card. The boxers who 
allegedly were to be the beneficiaries of these set-ups, 
according to the grapevine, were John Tizio, Pat Prisco and 
Victor (Flash) Gordon. It came as no surprise to the 
Commission's agents to watch all three fighters win easily and 
early -- Tizio in 1:53 of the second round and Prisco in 1:30 and 
Gordon in 2: 41 of the first round. It also was no surprise that 
all seven winners that night emerged from the bl ue corner of the 
ring, the corner assigned to local favori ties. These matches, 
which were witnessed by the then Acting Boxing Commissioner 
Robert W. Lee, subsequently became the subj ect of disc ipl inary 
hearings at Lee's office. The hearings were not scheduled until 
about two months after the incidents and were called onl y a few 
days after the SCI began questioning witnesses about a secret 
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switch of boxers that had occurred. 

Phony Fighters 

Although other peculiarities marked the Carlo Dee exhibition 
monitored by SCI agents, the most flagrant impropriety was the 
unannounced substitution of Glen Butts, a 24-year-old, 1SD-pound 
Philadelphian, who had fought only three or four professional 
fights -- and lost them all -- for Alan (AI) Wilson, another 
young Philadelphian, as the opponent of Pat Prisco of Madison. 
Wilson, who said he quit boxing in 1979, told the SCI he had 
turned· down an offer by boxing manager Fred Jenkins to fight 
Prisco because he was on medication but knew that his friend Glen 
Butts needed money and suggested that he contact Jenkins. Wilson 
said he did not know that Butts subsequently fought Prisco under 
Wilson's name. Wilson testified at the SCI about the Butts-for
Wilson substitution and submitt'!d samples of his handwriting 
which, according to State Police analysts, demonstrated that 
various "AI Wilson" signatures on contracts and other documents 
connected with the fight were forgeries. Wilson's testimony, in 
part: 

Q. Did you appear in Totowa, New Jersey, on 
April 26, 1984? 

A. No, I did not. 

Q. At this time I'm going to show you Exhibit 
No. 218, which is a contract wherein Al 
Wilson was to receive $30D for participa
ting in a boxing event on April 26, 1984. 
The date of this contract is March 29th, 
1984. It is signed by Carlo Deluliis and 
under Carlo Deluliss' signature appears 
the signature "AI Wilson." Did you sign 
this contract? 

A. No, I don't even write my na;ne like that. 

Q. Have you ever authorized anyone else to 
sign your name on this contract? 

A. No, I have authori zed nobody to sign my 
name on noth ing • No, I did not. 

Q. Have you ever seen this contract before? 
A. No, I have not. 

Q. I'm going to show you at this time Exhibit 
No. 217. It's a fighter information 
sheet. On the Boxer number 2 [section] of 
the fighter information sheet the name 
appears as Al wil son. The date of this 
boxer information shee.t is April 26, 
1984. I would like you to look at the 
very bottom where it says, "Signature." 
Next to the signature, it says, "AI 
Wil son." 

A. Uh-huh. 
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Q. Did you sign your name to this information 
sheet? 

A. No. 

Q. Is that your handwriting? 
A. ~o, that's not my handwriting. 

Q. The Social Security number on this is 
202-52-7063? Is that your number? 

A. No, that's not my number. 

Q. Did you supply that number to anyone 
A. No. 

Q. I show you the date of birth on this. 
Could you tell us what your date of birth 
is? 

A. 7/31/61. 

Q. Is your date of birth 8/31/61? 
A. No, it is not. 

Q. Did you supply that date of birth to 
anybody? 

A. No, I did not. 

Q. I show you the address on this. It says, 
"North 25th Street, Philadelphia." Do you 
I ive there? 

A. No. 

Glen Butts's Version 

Al Wilson's substitute in the bout with Prisco, Glen Butts, 
said Wil son had told him he "couldn't take the fig ht" and that 
Butts should see Fred Jenkins, who managed both Wilson and Butts, 
about replacing him. Butts said Jenkins scheduled him for the 
Totowa match. Once there, getting ready for the fight, Butts 
contended -- contrary to the testimony of other witnesses -- that 
no one asked him for his name and address, birth date or social 
security number, either at the weigh-in or during his medical 
examination. The only form he filled out was a "piece of paper" 
that his cousin, Kenny Butts, helped him with. His testimony on 
his preparation for the clash with Prisco largely confirmed the 
carelessness, deliberate or otherwise, of the procedures for 
checking out boxers prior to their engagements: 

Q. Did you fill out any forms where you put 
name, address, and social security number 
on it? 

A. Right, I -- I don't know what paper it 
was, but I filled out one piece of paper 
that I filled out. I only filled out one 
piece of paper, wh ich I had, I had my 
cousin to help me fill it out because--
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Q. Which cousin? 
A. Kenny. I can't read that good. 

Q. Your cousin Kenny Butts helped you fill 
out the form? 

A. Right. 

Q. Din you fill out the form or did you just 
sign your name? 

A. Well, he helped me fill out the form. He 
-- see, he had more fights than I have and 
he know more how to do that than I do, you 
know. 

Q. Do you know what form you were filling 
out? Do you know what was on the form? 

A. No. 

Q. Din you have a medical examination on that 
date also? 

A. Right. 

When was this? Q. 
A. Oh, that was just 

believe. At least 
minutes before the 

before 
around 

fight. 

the fig\-)t, 
20 minutes, 

I 
30 

Q. When you were in the doctor's room, did 
the doctor call the name Alan Wilson? 

A. No. 

Q. 

A. 

Did you 
name of 
examined 
No. 

sign any information 
Alan wil son when you 
by the doctor? 

under the 
were being 

Q. Did the doctor ever ask you what your name 
was? 

A. No. 

Q. He never asked you your name? 
A. No. The guy took me in there, we was all 

standing in line. 

"I'm Not Wilson" 

Throughout his interrogation by the SCI, Butts contended he 
was never told that he was to fight under Al Wil son's name and 
that he fully expected to be announced as Glen Butts. His 
testimony continued: 

Q. Could you tell us what happened when you 
got into the ring? 

A. Okay. When I got in the ring, the crowd, 
the crowd was making noise, they were 
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cheering, you know. And the announcer, 
whoever guy in the ring, he was announcing 
and when he had announced me, he didn't 
say my name. He sa id wil son, you know. 
And I went back to the corner, when he 
told us go back to the corner, I told the 
guy -- I don't know if he heard me because 
I had my mouthpiece -- I d idn' t have the 
mouthpiece. I don't know if he heard me 
through the noise or what. I told him, 
"I'm not Wilson, my name's Butts." He 
said -- like I said, I never seen the guy 
before. I thought he worked there. Like, 
I'm not familiar, you know. And he- said, 
"Don't worry about it. We take care of 
something." Seemed I ike that what he 
said. But the noi se, I couldn't hear 
because of the noise. He said he take 
care. I thought he worked there. I 
d id n 't know. 

Q. So this was the first time that you 
realized that you were fighting under the 
name of Alan Wilson, when the rinq 
announcer called out Alan Wilson? 

A. Right. I would have told him my name, you 
know, but I didn't know. I thought the 
guy worked at that. 

Q. After you lost you never spoke to anybody 
else about your fighting under the name of 
Alan Wilson? 

A. I told AI. 

Q. Al who? 
A. The guy Mitchell. 

Q. Al Mi tchell? 
A. Right. I told him that guy announce my 

name wrong in the ring and he sald 
well, like I say, he was in the room 
talking to Kenny about his fight and I 
told the guy who took me to the ring that 
it was the wrong name and the guy said he 
would take care of it. So I didn't know 
if he worked it or what. 

"Everybody Was Suspended" 

Manager Jenkins denied any role in the secret substitution 
of Butts for Wilson. He recalled the official outcome of the 
incident in his SCI testimony: 

Q. Did the Athletic Commission take any 
disciplinary action against you or any of 
the fighters mentioned here yesterday? 

A. Yeah. 
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Q. What was the disciplinary action they 
took? 

A. He suspended me. 

Q. Who else was suspended? 
A. Everybody [who] was there. 

Actually, Jenkins, Kenny Butts and Wilson were suspended, 
but not Glen Butts. However, Jenkins was observed managing a 
boxer at ringside only two days after the suspensions were 
imposed. The SCI found no documented evidence that the 
suspension had been lifted for Jenkins at that ti,ne. 

Carlo Dee's Recollections 

The SCI questioned Carlo Dee at length about the unannounced 
substitution of a boxer against middleweight Pat Prisco in April, 
1984. In general, he said he left contractual and other 
arrangements for many of his promotions to Hilliard Edmond, who 
serves as Dee's ass istant and, al though he is not a 1 icensen 
match~aker, sets up many matches that Dee promotes. Dee's 
testimony: 

Q. Obv iously, [some] names on the or ig inal 
circular did not participate in the April 
26th bout. For instance, Pat Prisco did 
not fight Leon Fulton. He fought an Al 
Wilson. How did you obtain, or how did 
you discuss with Hilliard Edmond getting 
AI Wilson? 

A. I believe Leon Fulton was knocked out 
prior to this fight, and Bob Lee says he 
couldn't fight because there was a 
suspension, I believe, after, or 30 days 
or I really don't know why_ he was 
knocked down, but I think he lost his last 
fight or he took a fight before, a week or 
so before this fight. 

Q. At this point I'm going to show you what 
has been marked as Exhibit 407, which is a 
memorandum of agreement that you supplied 
to us from your record s. It is an agree
ment that was made on the 29th day of 
March, 1984, between Carlo Dee Enter
prises, Madison, New Jersey, and Al Wilson 
of Ph il adel phia, Pennsylvania, and he was 
to fight a Pat Prisco on that date. WOuld 
you just look at the contract and tell us 
if your signature appears thereon, or a 
copy of your signature? 

A. Yes. 

Q. And do you see the signature that appears 
underneath that? 

A. Al wil son. 
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Q. Could you tell me who 
signature "AI Wilson"? 

signed that 

A. 

Q. 

A. 

I would say Al wil son. 

Did you have any dealings with 
when he signed this contract? 
I believe that was signed 
preliminary weigh-in. 

Al wil son 

at the 

Q. Did you do any investigation as a promoter 
as to who Al wil son was? 

A. No. 

Q. Did Yf)U know what Al Wilson's record was 
at this point? . 

A. I probably knew at the time, but I don't 
know, I couldn't tell you what it was 
now. You know, again, Hilliard supplied 
me with the names and told me who they 
were and that's how, you know, and they 
just were put on. 

Q. Now, Al Wilson appeared on the card and he 
was announced as Al Wilson when the fight 
took place, and he fought Pat Prisco, and 
he lost by a T.K.O. in the first round. 
Do you recall that? 

A. Yes. 

Q. Do you recall whether or not there was any 
discussion as to who actually lost that 
particular fight? 

A. I was told later on that Al Wilson didn't 
fight, and it was a complete shock to me, 
that somebody else who had fought in his 
place. And to this day I have no idea how 
that could have taken place. NOW, I'm not 
saying that it didn't take place. But as 
far as I'm concerned or my knowledge, I 
had no knowledge of this whatsoever. I 
can't understand how this could have 
happened because, when they sign in at the 
preliminary weigh-in, they have to supply 
their pictures, their license. At six 
0' clock they're examined by the doctor. 
He signed the check. Well, you know, Al 
Wil son signed the check. Now, how Al 
Wilson did not fight and someone else had 
fought, I you know, maybe as the 
promoter I'm guilty for not actually 
wa tch ing who is this, but at that po int I 
had no idea. And during the course of the 
fight I'm not really stationary. I mean, 
I'm allover. So if this took place, and 
if you say Al Wilson didn't fight, and Al 
Wilson says he didn't fight, I have to say 
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11.1 Wil son didn't fight. But as far as me 
having any knowledge of a fill-in or 
something like that, I really had no 
awareness of it. 

Dee Quized About Butts 

Carlo Dee was asked about Wil son's replacement, Glen Butts. 
He persisted in disclaiming knowledge of the switch: 

Q. 

A. 

For the record, 
act ually fought on 
Glen Butts. 
Right. 

the individual who 
that night was named· 

Q. He's given testimony before this 
Commission that he did fight that night; 
that he informed all the parties that 
nig ht that he was Glen But ts and he was 
not 11.1 Wilson. Could you tell us whether 
or not Glen Butts informed you that he was 
fighting under the name Glen Butts? 

A. No, I never had no such conversation. 

Q. All right. My next question is: Did you 
at any time (Hscuss with 11.1 Wilson that 
night anything about his not being 11.1 
Wilson and there WQS a mistake and his 
name is Glen Butts? 

A. No. 

Nonetheless, Dee acknowledged various exhibits submitted by 
Counsel Lynch, such as a registration and a bill for 11.1 Wilson's 
stay in a nearby hotel on the night of Apr il 26. 1984, and a 
Carlo Dee Enterprises check for $300 dated April 26, 1984, and 
endorsed by 11.1 Wilson. (Dee testified the check was not 
negotiated but used as a receipt for the transaction). 

Alfred Certisimo (Al Certo) 

This former licensed promoter and matchmaker maintains such 
an active interest in boxing affairs, including service as a 
"booking agent," that an impartial observer might conclude he 
should be subject to licensure and is violating the law. On the 
other hand, 11.1 Certo's admitted close associations with organized 
crime figures dictate that he be barred from licensure and, in 
fact, from any professional role in the sport. 

Tailor Shop Is Mob Mecca 

Certo is the proprietor of the Certo Custom Tailor Shop and 
co-owner with boxer Mustafa Hamsho of the Italian Cove restaurant 
on Paterson Plank Road in Secaucus. Both of these establishments 
are mob hangouts, particularly the tailor shop. Certo at the SCI 
admitted making suits for organized crime figures, sometimes 
without charge. Although his testimony under a grant of immunity 
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was for the most part blatantly evasive, a tendency to become 
garrulous during his SCI testimony contrasted with the usually 
circumspect demeanor of underworld associates. 

Gangster DiGilio's Pal 

Certo's closest mob companion is John DiGilio of Bayonne, a 
53-year-old Genovese crime family soldier who controls gambling, 
loansharki ng, the waterfront racke ts and other illeg al pursui ts 
in Hudson County. DiGilio is a frequent visitor to the Certo 
tailor shop, which is said to serve as his headquarters for 
clandestine meetings and telephonic conversations with other 
gang sters. niGil io, accord ing to law enforcement of ficers who 
have followed his activities, has become so astute at feigning 
medical disabil ties that he has won an inordinate number of 
postponements as a defendant in various criminal trials. SCI 
investigators, who compared their own personal observations with 
those of other lawmen, are convinced that Certo's negative 
comments about DiGilio's health are intended to heighten the 
illusion of physical retardation that the gangster's lawyers have 
promoted in state and federal courtrooms. The following excerpts 
from Certo's immunized testimony at the SCI demonstrate his close 
ties with DiGilio: 

Q. How often do you see John niGil io? 
A. Johnny has been my friend for 35, 40 

years. We boxed together at the same 
time, the same years. He's a friend. I 
see Johnny whenever he comes down if he 
comes down. I wish he would stay out of 
my place because he can be a pa in in the 
neck, some of the things he does, some of 
the things he says. 

Q. 

A. 

Q. 

A. 

What does he do and what does he say that 
makes you feel that he's a pain in the 
neck? 
John DiGil io, in my opinion, is a very 
sick person. He's not completely well 
in the head. There's a lot of things. I 
mean, I don't keep them in my head. But 
there was a lot, a lot of things that he 
says, and I don't pay him much mind. 

How frequently is John DiGil io at your 
tailor shop? 
Once a week, twice a week, no weeks, three 
times a week. It could be any time. 
He'll drop in, he'll -- he has jogging 
suits on, he'll come in. That's where he 
could be a pain in the ass. The jogging 
suit is too short, too long, shorten it 
up. Things like that. He could be an 
annoying guy. 
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Tailor Shop Visitors 

Certo's testimony became more guarded when counsel Lynch 
asked him about various mobsters whose visits to the Secaucus 
tailor shop were known, and in a number of cases freely admitted, 
to the SCI. The following extractions from Certo's testimony 
depict a typical lack of recall at the mention of such organized 
crime figures as Frank Scaraggi, a Genovese gang associate; 
Joseph (Pepe) LaScala and John (Moose) Marrone, Sr., Genovese 
soldiers; Michael Taccetta, a Luchese mob soldier; Tino Fiumara, 
a Genovese capo who ruled the Port Newark docks until he was 
jailed for 20 years for extortion, as well as Thomas (Jelly 
Beans) Molinaro, now of Florida, and Anthony Magonia, a close 
associate of recently indicted Gambino capo Joseph Paterno: 

Q. When DiGilio is at your tailor shop, does 
he not have var ious di scussions wi th 
several individuals almost routinely? 

A. I can't say routinely. Johnny DiGilio 
don't make sense half of the time when he 
tal ks. 

Q. When Mr. Scaraggi comes to the tailor 
shop, do you see John DiGilio and Mr. 
Scaraggi walk to the rear of the tailor 
shop and have discussions on several 
occasions? 

A. No. 

Q. You don't see that? 
A. There's no rear in my tailor shop. 

Q. To the rear of the room that you're in. 
A. There's only one room. 

Q. To the rear of that room away from where 
you would be. 

A. I don't pay attention when there's people, 
people in my place of business. If I 
happen to be busy cutting or I happen to 
be busy pressing or anything, I don't, I 
don't pay no mind to people. 

Q. Did you ever see John DiGil io speak with 
John Marrone, Sr., at the rear of the 
room? 

A. I onl y -- to the bes t of my knowled ge, I 
can't recall. 

Q. Did you ever see John DiGil io go to the 
rear of that room and speak to Pepe 
LaScala? 

A. To the best of my knowledge, I can't 
recall a specific time. 
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Q. Did you ever hear John DiGilio arguing and 
screaming at certain individuals while 
he's inside your tailor shop? 

A. John DiGilio argues with me and he don't 
make sense. 

Q. I'm not talking about 
A. I never heard him holler at anybody 

outside of me. 

Q. Does John DiGilio receive telephone calls 
at your tailor shop on a routine basis? 

A. To what -- to the best of my knowledge? 
He gets calls, yes. But what do you mean 
by "routine"? There's no routine. 

Q. Have you ever got John DiGil io to come to 
the phone when Pepe LaScala was on the 
other end? 

A. You know, whoever calls up for John 
DiGil io doesn't say thi s is so and so. It 
is, "Is John there?" And he happens to be 
there, I may call him. It doesn't 
necessar ily mean the person on the other 
end identified himself or herself. 

Q. 

A. 

Have you ever received 
anyone for Tony Magonia 
your tailor shop.? 
Yeah, his wife called up. 

phone calls from 
while he was at 

Q. Does John DiGilio ever talk to you about 
Anthony Magonia delivering messages to him 
from Joseph Paterno? 

A. John DiGilio does not discuss things with 
me outside of personal things. I don't 
know what John DiGilio does, and he don't 
know what I I'm a tailor. I know 
that. I don't know what he is. Whatever 
he is, he don't discuss things with me. 

Certo and Robert Lee 

The witness recalled visits to his tailor shop by Robert 
Lee, New Jersey's deputy box ing commissioner at the time. Lee 
once received clothing for which he was not billed (Lee 
vigorously denied this), according to Certo's testimony: 

Q. 
A. 

How do you know Lee? 
Robert Lee I knew 
involved in boxing. 
years. 

when he first got 
It goes back a few 

Q. Has he been at your tailor shop? 
A. Yes, he has. 

'. 
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Q. How often has he been at your tailor shop? 
A. When we ran the local shows up in Embassy 

Hall, he would be there. 

Q. When was the last time he was at your 
tailor shop? 

A. Two years ago, a year ago. 

THE CHAIRMAN: 
customer? 

Did he ever go there as a 

THE WITNESS: Yeah, he did. 

THE CHAIRMAN: Did he -- what did you do 
for him as a customer? 

THE WITNESS: 

THE CHAIRIIJ.AN: 

THE WITNESS: 

THE CHAIRMAN: 

THE WITNESS: 
know, maybe 
whatever. 

Alterations on suits. 

Did you send him a bill? 

No. 

You did it free? 

Yeah. It wasn't much. You 
the bot tom of the pa n t s or 

BY MR. LYNCH: 

Q. Did you ever supply him with suits, whole 
suits? 

A. Yes. 

Q. Make a suit for him? 
A. Yeah, I did. 

Q. How many times? 
A. Once. 

Q. How many suits? 
A. One. 

Q. 
A. 

Only once? 
It wasn't even a suit. 
sport outfit. 

I think it was a 

Q. You only did this for one suit? 
A. To the best, to the best of my knowledge. 

THE CHAIRMAN: 
that either? 

I assume he didn't pay for 

THE WITNESS: No. 
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When SCI Counsel Morley questioned Certo, he sought more 
details on the sartorial gratuities Lee received: 

Q. 

A. 

It's my understanding 
did give a suit to 
charging him for it. 
Right, right. 

you said that you 
Mr. Lee wi thout 

Q. Did Mr. Lee approach you and ask you if he 
could get a suit for free? 

A. No, no. He was willing to pay. I told 
him it was on the house, just give me 
customers. Tell everybody where you got 
your suit, that's all, period. 

Q. Did any person, any person tell you not to 
charge Mr. Lee for the suit? 

A. No. 

Q. Specifically, Mr. DiGilio. Did Mr. 
DiGilio tell you not to charge Mr. Lee for 
the suit? Yes or no. 

A. No. 

Q. What was the approximate value of the suit 
that you gave Mr. Lee? 

A. I don't know what I was charging at that 
time. Maybe two-twenty-five. It could 
have been that. A hundred and 
seventy-five. I don't recall. 

DiGilio Knew About Testimony 

Despite the witness' derogatory remarks about DiGilio's 
health, the latter was alert enough to want to know the details 
of the Certo interrogation at the SCI. Certo, who initially 
referred to DiGilio as "a kind of a coo-coo clock," reluctantly 
conceded he reported back to the mobster after his visits to the 
SCI: 

THE CHAIRMAN: Did he talk to anybody 
about his appearance here today? 

MR. MORLEY: 
testifying. 

About coming here today and 

A. Who did I talk to? 

Q. Yes. 
A. well, my wi fe knew I was comi ng • 

Q. 
A. 

How about Mr. DiGilio? 
Yes, I did discuss it with him. 
him I was going. 

I told 
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Q. When you were first served with the 
subpoena to appear here, that was more 
than a year ago, how soon thereafter did 
you discuss the fact that you had been 
subpoenaed with John DiGilio? 

A.· To the best of my knowledge, I can't 
recall when. 

Q. When was the last time you talked to Mr. 
DiGilio about being subpoenaed here or 
appearing here or anything like that? 

A. About this? I don't know. A week, two 
weeks ago, whatever. 

Legal Advice by DiGilio Aide 

Certo suffered a slight memory lapse when asked if DiGilio 
recommended a lawyer to accompany him to the SCI. But his recol
lections, stirred by persistant questioning, produced the name of 
Anthony Gallagher, a DiGilio friend who characterized himself 
at the SCI as a "paralegal." Further extracts from Certo's 
testimony: 

Q. Did Mr. DiGilio refer you to any attorney 
in connection with appearing here? 

A. To the best of my knowledge, I can't 
recall. 

Q. Well, did anybod y refe r you to any 
attorney? 

A. Does that make --

Q. Any attorney whether 
A. What's it got to do with boxing? 

Q. -- you engaged the attorney or not. 

THE CHAIRMAN: Just answer the question. 

A. Did anybody? 

Q. Refer you to any attorney in connection 
with your appearing here at the SCI? 

A. Well, I did speak to someone, yes. 

Q. Who was that? 
A. Tony Gallagher. 

Q. And did he recommend an attorney to you? 
A. Yes, he did. 

Certo As A Mismatchmaker 

In 1982, when Certo held New Jersey I icenses as a promoter, 
a matchmaker and a second, he sponsored an exhibition in which 
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all of the local favorites won by early knockouts over opponents 
who, in most cases, were making their first public appearances as 
paid fig hters. These mismatches, wh ich included a number of 
boxers with criminal records, led to a dialogue between Certo and 
SCI Chairman Patterson. The testimony: 

THE CHAIRMAN:. Here is a card and., as I 
recall the card as written, every loser 
lost by a T.K.O., mostly in the first 
round, one in the second round, one in the 
fifth round. I believe that's true. And 
do you consider that a good card? 

THE WITNESS: Yes. The per formance means 
everything. The performance how a fighter 
wins or loses. I mean if a :1uy just gets 
hit in the knee and goes down and loses a 
fight, to me that's a tank job. 

THE CHAIRMAN: I think the question really 
is that this happened and we're not 
convinced that a card of this type is good 
for boxing, assuming that boxing has a 
future in New Jersey, and we also noted 
that most of the losers had long criminal 
records, or had criminal records, and we 
just were interested in your opinion as to 
whether that is a good card, whether it's 
a proper cross-section of boxing in New 
Jersey. Does it reflect what boxing in 
New Jersey is really like? And if it 
doesn't reflect well on boxing in New 
Jersey, what should the state do to avoid 
this kind of thing? 

THE WITNESS: I don't put on boxing for 
the state officials. I put it on for the 
fans. If the fans are satisfied, they're 
going to come back. If I put on bad 
shows, I ain't going to get no crowd the 
nex t time. 

Kiss of Respect 

The custom -- and gangster movie cliche -- of a mobster 
greeting a superior with a kiss on each cheek was obeyed by Certo 
several times when he met underworld fr iend s to whom he was 
beholden at prize fights. He testified about one such greeting 
for the Genovese soldier Moose Marrone before Marrone went to 
jail for arson: 

Q. On August 16th, 1984, last August, there 
was a boxing exhibition at Ice World. 
Dur ing that time you were observed 
greeting Mr. Marrone and kissing him on 
both cheeks. Could you explain to us why 
this form of greeting would have occurred? 
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A. Okay. If I greeted him, that's an Italian 
expression, just [as] I would kiss my 
brother if I seen him. I would ki ss 
anyone to see him. 

Q. During these observations, you did not use 
this form of greeting with other 
individuals. In fact, you met a lot of 
individuals and you did not use this type 
greeting. I wouln like to know why on 
this particular date you used this type of 
a greeting with Mr. Marrone. 

A. First of all, I can't recall. To the best 
of my knowledge, I can't recall me kissing 
him. 

Q. I'm telling you you were observed doing 
it. Therefore, I'm asking the questions 
based on our observations. 

A. I probably kiss a lot of people. 

Q. Did you kiss him in deference to the fact 
he was a member of organized crime? 

A. Mr. Lynch, how do I identify organi zed 
crime? 

THE CHAIRMAN: The question was: did you 
kiss him on both checks in deference to 
his position in organized crime? 

THE WITNESS: In deference. To the best 
of my knowledge, I just kissed him if I 
did kiss him and that's as far as it 
went. I had no motivation or no thoughts 
in my mind if I done that. 

Hamsho's "Booking Agent" 

The best boxer Certo had any connect ion wi th was Mustafo 
Hamsho, a Syrian middleweight who is among the top 10 champion
ship contenders. Certo inherited Hamsho from the latter's 
former manager, Patrick (paddy) Flood, when Flood died. Since 
Certo has not had a New Jersey box ing license since 1983, the 
Commission was curious about how Certo handled Hamsho without 
violating New Jersey's regulatory requirements: 

Q. 

A. 

Mr. Certo, we discussed some of your 
promotions. Now I'd like to get into some 
of the boxers who you might have managed. 
Let me start wi th: Are you a licensed 
manager in New Jersey? 
As of now? No. 

Q. You indicated somewhere along the line you 
picked up Mustafa Hamsho from Mr. Flood? 
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Yeah. I don't have him on 
don't have him on contract. 
book him. That's what I do. 

Q. You are not his manager? 

contract. I 
I actually 

A. They call me his manager, but I'm not 
really his manager. 

Q. Because every report indicates you were 
his manager. 

A. Well, I know, the press, the press say 
that I'm his manager. But I actually do 
the booking for him. He says •.. ! have no 
contract with him. 

Q. Have you ever indicated to anyone that you 
were his manager? 

A. Oh, yeah, probably so. 

Q. And why would you indicate you were his 
manager if you'.re not his manager? 

A. What are you going to go through a big 
story with everybody? "Yeah, I'm his 
manager, you know." You know what a 
manager gets, thirty-three and a third. I 
don't get no thirty-three and a third. 
That's a manager's fee. 

Q. What do you get? 
A. If I get ten percent, it's a lot. 

Q. Well, do you have any agreement with him? 
A. Yeah, verbal agreement. 

Q. Are you negotiating any of the fight 
promotions or had you been negotiating any 
of the fight promotions for Mustafa 
Hamsho? 

A. Yes. 

Q. Were you acting as a matchmaker at that 
point? 

A. You mean when I took over Mustafa you're 
talking about? 

Q. Yes. 
A. Was I? No. 

matchmaker. 
I don't hold a license as a 

Q. You don't hold that any more either? 
A. I don't hold it as a promoter either. 

Q. Right now you have no license in New 
Jersey, everything has lapsed? 

A. I think so, yeah. 
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Another Lopsided Match 

One of Certo' s "promot ions," at the Embassy Hall in North 
Bergen, featured a boxer who had never worn boxing gloves until 
two weeks before the fight, his first. Certo was asked about 
this: 

Q. Let me take a particular card we also 
looked at. On September 21, 1982, you put 
on a boxing card at Embassy Hall in North 
Bergen. On that night Thomas Champion had 
his pro debut against a Tim Broady, who 
had a two and 0 record? Thomas Champion 
was contacted by this office and indicated 
he never fought before and never put on 
boxing gloves until two weeks before this 
fight. He lost on a first-round T.K.O. 

A. Who was the manager? 

Q. We don't [know] the manager offhand. 
A. That's who I deal with, the manager. 

THE CHAIRMAN: When a manager comes to you 
and says I've got a fighter for this 
particular bout and he's won everything, 
do you ever check to see whether he won 
everything or do you take the word of the 
manager? 

THE WITNESS: First of all, you're 
supposed to I take the word of the 
manager because the people you deal wi th, 
they're supposed to be reI i able people. 
So that 

THE CHAIRMAN: You don't go beyond that? 

THE WITNESS: That's right. 

Another Neophyte Trounced 

In another mismatch, in 1982, in which A.J~9]C_~x._who put on 
gloves for the first ti~e was the victim, Certo testified that he 
might, or might not, have signed his and all other names that 
appeared on the contractual agreement. Certo again contended 
that such a lopsided pairing often could not be helped: 

Q. All right. This was another fight that 
took place on March 2nd, 1982, Ben Mirado, 
whose real name is Joe Pandorf fought Joe 
Risoli. 
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All right. Well, Ben Mirado, or Joe 
Pandorf, lost on that date by a 
first-round T.K.O. We have interviewed 
Mr. Pandorf and he indicated to us that he 
had never put on boxing gloves in his life 
and two weeks before his event he decided 
he would train for it just to learn what 
to do in boxing, and he lost by a 
first-round T.K.O. to Joe Risoli, who 
appeared to be a regular on your boxing 
cards, and I would like to know why this 
could have happened. 

A. Again, it goes back to my, you know, when 
I make a match, I make it to my best 
ability thinking that it's going to be a 
good fight and that's as far as I could -
to make a match, not knowing anything 
about a fighter. I don't know everything 
about a fighter. I'm not Jesus Christ, 
you know, I know everything. Even the 40 
years I have in boxing, I can't know 
everybody's background. Everybody comes 
into me and wants to fight, he's telling 
me the truth? How do I know that? How do 
you find this out? They should ban 
boxing, anyhow. It's a crazy sport. 

Counsel Lynch referred to yet another Certo-" promoted" 
mi smatch, in 1980, wi th John (Moose) Marrone's son, John, Jr., 
since deceased. Accord ing to the younger Marrone's recoril, he 
won all of his first half-dozen bouts with knockouts, at least 
three of which were in the first rounil. The testimony continued: 

Q. I1r. Certo, we are again going to ask you 
several questions on the records that we 
obtained from the Athlet ic Commiss ioner, 
and one of them indicates a fight that 
took place on December 27, 1980, in North 
Bergen between a John Passante who fought 
John Marrone, Jr. Mr. Passante lost on a 
first-round T.K.O. We interviewed Mr. 
Passante. He inilicated he trained sporad
ically out of the Hoboken Gym but really 
had no experience, but that you yourself 
selected him to fight John Marrone that 
night. I would like to know if that's 
true and why that happened. 

A. Yeah, well, you see, a matchmaker goes to 
gyms. That's how he knows fighters, 
okay? And you don't -- again, you don't 
make fights according to records. 
Ability. You see a guy -- if I thought 
that he was a capable opponent, that's how 
I make my matches. 
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THE CHAIRMAN: The question is: Can a 
person who's never had any fighting 
experience learn enough in two weeks to be 
able to get into the ring and put up any 
kind of a showing? 

THE WITlIIESS: If a guy has natural 
ability, he could do it. It only takes 
one punch to win a fight. That's all it 
takes. Let me tell you somethi ng, Joe 
Frazier only had one hand and he won the 
heavyweight champion of the world with one 
hand. 

THE CHAIRMAN: He had a lot more 
experience than two weeks. 

Barry Shapiro 

This longtime organized crime associate became active in 
boxing for the first time in 1984, when he was licensed in New 
Jersey and Pennsylvania as a manager. Despite his lack of 
experience, by the time he gave immunized testimony at the SCI in 
April, 1985, he had, according to his own figures, "invested as 
much as $150,000 in the sport," centering most of his action at 
the Shapiro-owned Champs Camp training gym in Philadelphia. 

Scrap Metal Provides Boxing Funds 

Shapiro told the SCI that a scrap metal business, KOB, Inc., 
a family trust in wh ich his brother, Kenny, has a 75 percent 
interest and he has 25 percent, finances all of his boxing 
activities. It is significant, therefore, that Barry Shapiro's 
primary source for boxing funds, Kenny Shapiro, is closely 
identified with major mob figures by the State Police and is even 
more precisely labeled by federal authorities as an "agent" for 
the mob headed by Nicodemo (Little Nicky) Scarfo of Atlantic 
City. Ken Shapiro refused to answer questions at the SCI, 
claiming his constitutional privilege against self-incrimina
tion. Barry Shapiro was asked at the SCI about his brother's 
role in his boxing affairs: 

Q. What is your current occupation? 
A. I'm in the scrap business and I'm also a 

manager of fighters. 

Q. Could you give us the name of the scrap 
business that you're involved with? 

A. It's listed -- it's KDB, Inc. 

Q. And is KDB, Inc., a successor to another 
scrap-metal corporation? 
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A. We've been in the scrap business for qui te 
a few years. Yes, it used to be Ken 
Shapiro Enterprises. 

Q. Are you and Kenny equal partners in the 
KDB? 

A. No. 

Q. KDB? 
A. 

What's the relationship in 
It backs up to a trust. 
KBD. 

The trust owns 

Q. Okay. What is your financial benefit? 
A. Twenty-five percent. 

Q. And Kenny gets 75? 
A. His family, not Kenny, his family. 

* * * 

Q. You mentioned earlier Kenny Shapiro is 
your brother. Does he have any interest 
in your boxing business? 

A. Only financial. 

Q. And what type of financial interest? You 
indicated you have a hundred fifty 
thousand dOllars into it. Is he part of 
that hundred fifty thousand? 

A. Yes, yes. 

Q. 

A. 

where 
much 

Does he have an agreement 
going to pay him back so 
dollar or is he doing it out 
goodness of his heart? 
It's strictly that we're together 
it makes money, we'll make money. 
loses money, we lose money, period. 

you're 
on the 
of the 

and if 
If it 

Q. So, then, in effect, you're partners in 
the financial end? 

A. On the financial. 

Q. Is he a licensed manager at all? 
A. No, no. 

Q. We have on numerous occasions observed 
your brother [Kenny) in training camps and 
in the dressing rooms of boxers. Does· he 
have any particular interest in a boxer? 

A. He's a fight fan. I'm not. 

Q. Does your brother assist you financially 
in most of your operations? 

A. Yes. 
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Q. In box ing? 
A. But it's a company, not Kenny personally 

doing anything. It's KDB who assists. 
The money comes down to -- it's earned in 
and we use it. 

Q. KDB is the main financial source or the 
backing for the boxing enterprise? 

A. That's correct. 

Q. What does your brother do wi th box ing? 
A. Just roots me on and hopes I make money 

with it. That's all he does. 

Barry Shapiro's Mob Connections 

Barry Shapiro, testifying under immunity, told the SCI that 
he knows Scarfo and has explored business opportunities with the 
gang leader's Atlantic City-based construction company, Scarf, 
Inc., through Scarfo's confidant Philip Leonetti. Barry Shapiro 
also disclosed his many business and social contacts with other 
mobsters in the Scarfo gang, including the brothers Salvatore 
(Chucky) and Lawrence (Yogi) Merlino, underboss and soldier 
respectively. 

A number of Barry Shapiro's mob contacts had their origins 
at a company called Sea Tex, in Atlantic City, which he and 
certaiJ1 other principals created to speculate in land deals in 
the gambling casino metropolis. The Sea Tex office, Barry 
Shapiro testified, was where he first met the Bruno gang boss 
Scarfo: 

Q. Do you know Nicodemo Scarfo? 
A. Yes, I know the name. 

Q. Could you tell us how you first met 
Nicodemo Scarfo? 

A. I met him in Sea Tex in Atlantic City. 

Q. • •• Could you tell us under what 
circumstances Mr. Scarfo would have been 
at Sea Tex? 

A. He was coming in to see my brother. 

Q. And when you say your brother, you're 
referring to Kenny? 

A. Ken, uh-huh. 

Q. And were you introd uced to him? 
A. Yes. 

Q. And what was the purpose of him coming in 
to see your brother Kenny? 

A. I have no idea. 
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Shapiro's Swift Boxing Expansion 

Although his official entry into boxing took place as 
recently as 1984, with his licensure as a manager by Pennsylvania 
and New Jersey, Shapiro's progress as a boxing entepreneur was 
fast-paced. While it was obvious that his mob connections were 
no obstacle to him, it was even more evident that his easy access 
to money, via the KDB company, was a primary factor in his 
success. In Barry Shapiro's case, according to the SCI's 
investigative findings, the availability of ready cash more than 
made up for his lack of boxing experience. By the time he 
testified at the SCI, in April, 1985, his training gym, Champs 
Camp, was a major boxing center with at least 20 boxers working 
out in addition to the dozen or so under contract to Shapiro 
himself. He was asked about his meteoric rise in the sport: 

Q. What was your experience in boxing prior 
to 1984? 

A. Not a thing. 

Q. What prompted you to enter the box ing 
industry? 

A. A young fellow who came to me and asked me 
to manage him. He wanted to become a 
fighter and --

Q. What was his name? 
A. Salee'U Abdul. That's the name I know him 

as. 

Q. Is his real name Cullen Askew? 
A. That's it. Thank you. 

Q. Could you tell us how Cullen Askew came to 
you? Why did he come to you if you had 
never been involved in boxing? 

A. A friend of ours brought him to me, said 
he knew a young fellow that could fight, 
and he said, he asked if I'd want to 
manage him. I said I don't even know 
anything about boxing or management. He 
says, well, it really doesn't take much to 
do except financing. Financing was a big 
$25 a month for a gym, and buy him his 
stuff to wear. I said, why not? 

Q. How were you able to amass so many boxers 
since 1984? How were you, someone who has 
never been in the box ing business, ab Ie to 
get all these boxers to go to you as their 
manager? 

A. Well, boxers -- you know., I didn't know 
anything about the business, first of 
all. Boxers will come to anybody. That's 
number one. Anywhere they could get a pay 
and somebody to back them, they will come 
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to. I originally went to learn a little 
bit about the business and I went to Larry 
Holmes to do that. 

Q. This is after Cullen Askew came to you? 
A. Yes, yes. I wanted to learn something 

about the business and the fighters and 
what it's about, and I spent about four to 
six months wi th Larry tr avel ing around the 
country, listening in to, which he gave me 
right naturally, to his dealings with Don 
King and with, oh, promoters, and he was 
like teaching me the game and showing me 
how bad and good some fighters, some 
promoters, some managers, and he was like 
filling me in saying, do you want this 
kind of headache? And that's where I 
learned most of it. That's where, before 
I really went into it big, I went and took 
a lesson. To me that was a course. I 
went and took a course with him and I paid 
for it, you know, because I paid my own 
way around, and I decided to try to -- he 
wanted to help some up-and-coming fighters 
later himself when he retires, hopes to 
help kids and he says if you're going to 
do good for boxing, he's in favor of doing 
it with 'lie. 

Owns 5% of Braxton 

Dwight Braxton, the International Boxin~ Federation's 
crui serwe ight champion, not onl y works out at Barry Shapiro's 
Champs Camp but is al so handled by Shapiro's trainer, the former 
boxing star Wesley Mouzon. More significantly, Shapiro owns 5 
percent of Braxton, a deal that cost him $10,000. Shapiro 
testified about buying a piece of Braxton's potentially lucrative 
future: 

Q. You mentioned earlier that you had a five 
percent interest in Dwight Braxton? 

A. I just acquired that, that's correct. 

Q. How was that arranged? Did you have to 
pay so much money up front? 

A. That's correct. 

Q. Who did you pay it to? 
A. He himself direct. 

Q. What were the financial arrangements? 
A. I paid him $10,000. 

Q. What's the contract for? 
A. Five percent. 
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Q. For how many years? 
A. He's only got another year or two to fight 

until he's done. 

Q. What's the ownership interest you have in 
him? Is he going to fight so many fights 
for you? 

A. From what I gather, he's going to fight 
one or two fights and then fight for the 
title again, and I bought in. 

Q. Did anybody refer you to Dwight Braxton? 
A. He trains in my gym. He came to me. 

Q. How long had he been training in your gym? 
A. He's been traini ng in my gym since I'm in 

box ing . 

Shapiro "Hires" Holme~ 

Shapiro credits Larry Holmes, the former International 
Boxing Federation heavyweight champion, with "teaching me the 
game." Shapiro learned enough about box ing to know that a heavy
weight champion can be a big crowd attraction, whether active or 
retired. As a result, wi thin a few months of starting his new 
boxing enterprise, Shapiro helped to establish a cable network 
company that will, "if it comes about like its supposed to," put 
on maj or boxing prornot ions at Shapiro's Champs Camp with Holmes 
-- after his retire;nent -- prov id ing the ring sicl e commentary. 
The significance of the ShapirO-Holmes connection was illustrated 
by the terms of the contract Holmes signed. This contract 
provided for a $50,000 non-refundable retainer for the boxer for 
his commentary at monthly prizefights to be telecast worldwide. 
Construction of a 7000-seat, multimillion dollar arena in 
Philadelphia, where the fights were to originate, was planned. 

Atlantic City -- the Mob Mecca 

As noted previously, Shapiro had set up the Sea Tex company 
for the purpose of negotiating land deals in and around Atlantic 
City. This company, according to Shapiro's testimony, was 
visited by numerous mob figures who primarily came to see his 
brother, Kenny. Similarly with other companies in which the 
Shapiros were inVOlved, Kenny rather than Barry Shapiro, as the 
latter testified, was the key man. This emphasis became 
particularly repet it ive whenever Barry Shapiro's test imony 
concerned contacts wi th maj or underworld fig ures. SCI counsel 
Lynch at one point during questioning of Barry Shapiro expressed 
skepticism about his insistence that whenever he met a gangster, 
it almost al ways was at his brother's, rather than h is own, 
initiation: 

Q. It seems hard to bel ieve that you're at 
this Yellow Limousine Service; you are the 
propr ietor of the serv ice; all these 
ind iv id uals are coming to it; you're also 
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the propr ietor of Sea Tex 1 all the 
individuals come to Sea Tex, I'm referring 
to Martin Taccetta, Carvaggio, and you 
don't have anything to do with them? 

A. They came to see my brother. 

Q. 
A. 

And that's what you're saying? 
That's what I'm still saying, 
correct. 

that's 

Actually Lynch's references to the mobsters that Barry 
Shapiro said came to see his brother included dozens more than 
Martin Taccetta and Robert (Bucky Jones) Carvaggio. And Barry 
Shapiro's contention that Kenny was a fight fan who played no 
role, other than providing funds, in his boxing activities was 
belied by testimony about how both Shapiros tried to set up a 
major Atlantic City training gym for boxers, again featuring 
Larry Holmes as the front: 

Q. You al so ment ioned earl ier, last time, did 
you not, that your brother was the 
financial backer to some of the boxing 
enterpr i ses? Now you said today your 
brother was interested in setting up a 
training camp at this Holly Hill motel? 

A. At one point when we first got into boxing 
we were talking about opening a training 
camp, which Atlantic City needs, that's 
correct. 

Q. Did you have any discussions with any of 
the casinos about this concept or idea? 

A. The only one I tal ked to wasn't the casino 
itself. I talked originally with [boxing 
promoter] Don Elbaum, what he would think 
it would do, because it was a big 
investment if we would do it. We feel it 
needs it down there. But I'm not going to 
do it. 

Q. Was this idea to assist the casinos in 
boxing or strictly for the boxing 
industry? 

A. What it was supposed to do, it was for the 
boxing industry and if, if I would have 
done it, I would have brought Mr. Holmes 
into it, which I told him. It was to 
build a training center and the same 
thing, the casinos really don't want the 
boxers living in the hotel, so I said if 
we could build a training center and a 
motel-type thing and a training camp, it 
would do for the casinos because they 
don't have to waste 20, 30 rooms on fight 
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nights with boxers, because they don't 
want them there, anyway, and it would keep 
the boxers out of the casinos because most 
of them lose their money before they 
fight. I don't like that idea. It would 
help the boxers and casinos and if it 
worked, I would make money. 

Q. What would Holmes do in this proposed 
venture? 

A. I would want him to be the front for the 
traini ng camp. He's the heavyweigh t 
champion. If you had Larry Holmes staying 
there, all the f i;;h ters would want to go 
there. That's business. 

Q. 

A.. 

Q. 

A.. 

Q. 

Did you and Holmes have a potential 
contract for this Holly Hill? 
No, we did not. 

You indicated earlier today it was your 
brother's idea and your brother purchased 
the Holly Hill? 
It was my brother who purchased it, that 
is correct. 

Now, is 
partner 
ventures 
all the 

your brother the same, I guess, 
that he is in all your other 
where he's the one tha t' s doing 
moves and you're just sitting 

back? 
A. With property. With property. My brother 

handles the real estate business, that's 
correct. 

Q. What about the financial backing that he's 
given you in the boxing industry; is your 
brother doing the same thing there, that 
he's the financial backer? 

A. It's not really my brother. It's a family 
trust that does it. 

Q. But monies are being used to set you up in 
boxing? 

A. Yes. 

Q. The last time I asked you did your brother 
finance you in the boxing ventures that 
you were going into and you answered that 
he did, so now my question is, your 
brother is involved in all of the 
financial dealings with all the real 
estate and people are coming to him just 
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to discuss the real estate business with 
him and you don't know anything about it, 
you just are on paper. Is that what 
you're saying? 

A. My brother handles all the business deal
ings on the real estate, that's correct. 

Q. Does your brother also handle the business 
dealings on the boxing end? 

A. Absolutely not. 

Shapiro's Casino Junket Business 

Confirming more recent revelations by the Division of Gaming 
Enforcement about mob penetration of casino gambling junket oper
ations, Barry Shapiro told the SCI, somewhat belatedly, that he 
also had been in the gambling junket business, recruiting 
customers for the Tropicana casino. This subject arose as 
Counsel Lynch tried to trace Shapiro's associations with Martin 
Taccetta, a particularly active Luchese crime fa'llily associate 
and brother of the more notorious Luchese soldier Michael 
Taccetta. (The connections of these recently innicten and 
arrested mob figures with North Jersey boxing entrepreneurs has 
been discussed previously in this report). The testimony about 
Shapiro's interest in gaming junkets was elicited to further 
demonstrate that organized crime families ann their minions, in 
their thirst for cash profits, will invade any publicly regulated 
money-making enterprise where the regulatory controls are 
ineffective -- boxin" as well as gambling junkets: 

Q. When did you first meet Martin Taccetta? 
A. In the same office at Sea Tex in Atlantic 

Ci ty about roughl y two years ago, two and 
a half years ago, something like that. 

Q. Sea Tex is on the ground floor and there's 
another office upstairs? 

A. That's correct. And I had an office 
upstairs, Barry Shapiro, Inc., for the 
junkets. 

Q. Now you d idn' t mention that before when 
I asked [about your] business. Are you 
still in that? 

A. You didn't ask me. Pardon me. 

Q. I asked occupations, you had boxing 
A. I'm not in that any more. 

Q. When were you in the junket business? 
A. Whatever year Golden Nugget opened is when 

I went into it, and I left the New Year's 
after the Trump opened. I don't know the 
years. It was only like a year or two and 
then I went out of the business. 
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Checked Haitian Casinos for the Mob 

The SCI's inquiry into Barry Shapiro revealed many incidents 
that corroborated the closeness of his organized crime 
associations. Martin Taccetta was an invited guest at the 
wedding of Shapiro's niece in 1984; Shapiro socialized with 
Scarfo mob associate and convicted felon Saul Kane (recently 
banned from Atlantic City's casinos); he has accompanied the 
Scarfo gang's sycophant, Jerry Blavat, to prize fights; he admits 
to as many as 30 real estate deals through Scarfo's son, Chr is, 
an Atlantic City real estate agent. However, the most critical 
ev idence of the int imacy between organized cr ime and Shapiro was 
when he was asked by Martin Taccetta to check out casino gambling 
opportunities for the mob in Haiti, as recounted in the following 
excerpt from Shapiro's testimony: 

Q. Have you ever had any 
with Michael or 
personally? 

A. With Marty, yes. 

business 
Martin 

deal ing s 
Taccetta 

Q. What business dealings did you have with 
Marty? 

A. I was asked to go out Marty was 
interested in purchasing a property in 
Haiti. It was a casino-type property, and 
I was asked by he and my brother to go 
out, see what it looks like and see if I 
could bring my junket players there, so I 
went out there. 

Q. Was the building already in existence in 
Haiti? 

A. Oh, yes. 

Q. Why were you involved in this? 
A. Because for the j unke ts, to bring people, 

players. I have a background, I have a 
file of players. 

Q. Now, was the deal ever finalized, to your 
knowledge? 

A. No. It blew away. 

Arthur R. Pelullo 

The previous episode described boxing manager Barry Shapiro 
as being a part of a mob-tainted supporting cast for his brother 
Kenneth Shapiro's financial machinations. A similar relationship 
exists between boxing manager Arthur R. pelullo, 30, of Voorhees 
and his brother Leonard, a key organized crime associate from 
Philadelphia, currently based in Florida. That state is 
corporate headquarters for Royale Group, Ltd. , and its 
subsidiary, Royale Promotions. Leonard Pelullo is vice chairman 
of the board of the parent company, which formed Royale 
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Promotions to promote sporting events, including boxing matches, 
despite a general lack of expertise in that field among the 
incorporators. Arthur Pelullo was hired by Royale Promotions, as 
he testified at the SCI, "to manage some of the fighters they 
were going to promote." The fact that Pellulo had no prior 
experience in boxing was disregarded, apparently because ready 
cash was the most important factor, as in Barry Shapiro's case. 

The Pelullos' Boxing Connection 

Boxin:J expertise was easily made available to the Pelullos 
in the person of r~ark Stewart, a notoriously shady operator whose 
New Jersey license as a boxing manager remained valid into 1985 
despite a prior felony conviction for tax evasion stemming from 
money laundering of drug profits. Stewart, according to Arthur 
Pelullo, led Royale Promotions into the boxing business in order 
to promote several Miami beachfront hotels owned by Leonard 
Pelullo's Royale Group, Ltd. Royale Promotions' boxing interests 
extended to Philadelphia, where it opened an office on South 17th 
Street, and to Atlantic City. 

Testimony on Stewart 

Arthur Pelullo, who, as noted, had no connection with boxing 
until Stewart led Royale Promotions into that field in 1984, 
described his new sports career and his relationship with Stewart 
as follows: 

Q. How did you first become involved wi th 
Royale Promotions? 

A. When they set it up, the corporation, they 
wanted me to manage some of the fighters 
that they were going to promote. 

Q. NOw, when you say, I'they," are you 
referring to your brother and -- Who are 
the "they"? 

A. How Royale, I think, how Royale, Ltd. , 
really got into the promotion business was 
through Mark Stewart. 

Q. Who is Mark Stewart? I mean, what was his 
occupation? 

A. He was a manager of boxers. 

Q. Where? 
A. I think, in the state of New Jersey. 

Q. Any specific location in the state of New 
Jersey? 

A. I know he had a license here. 

Q. Okay. When did you first meet Mark 
Stewart? 

A. 1982. 
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Q. Now, you were selected to be the manager, 
were you not? 

A. No. They didn't -- they asked me, they 
didn't select me. He asked me if I wanted 
to be the manager, co-manage some of the 
fighters with Mark. 

Q. What is your experience in the managing 
field? 

A. Not too much. 

Q. Well, had you had any experience? 
A. None. None before that. 

* * * 
Q. Do you know what the financial arrangement 

was with Mark Stewart and Royale 
Promotions? 

A. Well, Mark would manage the fighters with 
me and that was it. 

Q. Would you obtain a share of the managerial 
fees according to the laws of New Jersey? 
Thirty-three and a third go to the 
manager? 

A. Right, right. 

Q. The thirty-three and a third, you and Mark 
Stewart would split that? 

A. Yes, sir. 

Q. Was Mark Stewart ever salaried by Royale 
Promotions as a consultant? 

A. Well, I know, I think I know what they 
said. tie asked them for loans and they 
mad e loans to him. I th ink some of them 
were large payments and I think some of 
them were smaller. But I don't know their 
actual, their actual deal or whatever 
they're saying there was because I was not 
involved with those conversations. 

Q. When you knew him, did you know anything 
of his involvement with narcotics? 

A. You mean before the boxing, after? 

Q. Before the boxing, during the boxing, and 
after he was no longer associated wi th 
Royale. 

A. The only time that I knew of anything that 
involved Mark Stewart with that situation 
with the drugs was what I was reading in 
the newspaper. As far as actual firsthand 
knowledge, or information, or involvement, 
none whatsoever, sir. 
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Arthur Pe1ullo's Mob Friends 

Arthur Pelullo's testimony at the SCI suggested that he was 
a rather ineffectual dabbler whose fainily, while providing him 
with day-to-day spending money, aided whatever enterprises he 
initiated and eased his introduction to an assortment of mobsters 
that included Little Nicky Scarfo and his top henchmen. Arthur 
Pelullo's businesses include ~nbassador Supply and Service Co. of 
Atlantic City, a vendor of cigars, flowers and similar supplies 
to casinos, and Caroway, Inc., which owns Mars Restaurant on 
South Street in Philadelphia. He worked for the now defunct 
Ambassador Limousine, of which brother Leonard was an owner, and 
this interest led to discussions with mob financier Kenneth 
Shapiro about buying the Shapiro limousine compa~y. These 
discussions were set up for Arthur Pelullo by Scarfo's nephew 
Philip Leonetti. One meeting on the subject was held at the Mars 
Restaurant by Kenneth Shapiro, Leonetti and Pelullo in the 
presence of the then Atlantic City Mayor Mike Matthews, who 
subsequently was convicted and jailed for accepting bribes from 
organized crime. (An illustration of the poor quality of some of 
ex-Mayor r~atthews's comrades cropped up during Pelullo's 
testimony. He recalled that he once told Matthews he "wanted 
somebody to show me around Atlantic City and introduce me to 
business people" and that the escort Matthews assigned to him was 
a former mayor who had been convicted of extortion). Leonetti, 
it should be noted, was one of the pr ime customers of the 
Pelullo's limousine company, sometimes. at the rate of once or 
more a week. An old friend of the Bruno crime family capo Sal 
Testa, Arthur Pelullo attended with other mob associates the 
funeral that followed Testa's assassination. He also described 
Frank (Frankie Flowers) D 'Alfonso, another mobster who was more 
recently fatally ambushed, as an old family friend. ~rthur 

Pel ullo' s testimony teemed wi th references to gang land associates 
and contacts. He was close enough to Scarfo to be invited to the 
crime boss' 1984 Christmas party. The Scarfo mob consigliere 
Nicky piccolo is a fam ily fr iend he remembered as a 4-year-old, 
along with piccolo's brother, Joseph (Joe Buck) Piccolo, another 
veteran Bruno gang soldier. Gangsters were among the invitees to 
a Pelullo family christening party. Arthur Pelullo's presence at 
family and holiday celebrations hosted by gangsters and their 
presence at his own family gatherings has a special underworld 
significance, denoting unusually close rapport. 

Arthur Pelullo's Boxing Prowess 

With Mark Stewart as his tutor, Pelullo quickly asse'llbled a 
stable of fighters after he got his Pennsylvania and New Jersey 
licenses as a boxing manager in 1984. He recalled at the SCI 
that he and Stewart had co-managerial contracts with Kenny Bogner 
Jr. of Trenton, Andre (Sugarman) Cooper, Kenny McClain, Gregg 
Robinson, Ricky Parkey, Anthony Witherspoon, and others. 
However, this promising collect ion of figh ters quickly fell apart 
and Pelullo was left with only one boxer under written contract. 
That boxer was Bogner, who became the centerpiece of an $80,000 
dea~ •. ¥,elu~lo, a~ter being granted immunity, testified about his 
act1v1t1es 1n box1ng: 
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Q. What about Anthony witherspoon? 
A. I have nothing to do with him. 

Q. What happened to his contract? 
A. See, Mark and I had a falling out, and I 

don't know much about the boxing industry, 
and I told them all they could go on their 
own if they want. I mean, I just let it 
go and I didn't have the kind of money 
that they were looking for me to, you 
know, keep them and train them and pay 
their expenses and all. The only one I 
kept was Kenny Bogner. 

Q. And that was prior to his legal problems? 
A. Yeah. 

Q. Were there negotiations that went on 
between the Bogners and yourself as far as 
purchasing their contract? 

A. Well, that was with Royale for the 
promotional rights. As far as my 
management rights was with Mr. Bogne:r, his 
son, and Mark Stewart. 

Q. Was your brother involved in any financial 
arrangements that were made wi th the 
Bogners? 

A. Sure. 

Q. 

A. 

And were you present 
arrangements were made? 
Yes, I was. 

when those 

Q. Could you tell us what those financial 
arrangements were? 

A. They paid him a promotional fee for his 
contract. 

Q. Who is they, Royale Promotions? 
A. Royale. They paid Kenny Bogner, Jr., for 

a five-year contract. 

Q. And what were the terms of the con tract, 
financial terms? 

A. $80,000 for five years. It was 80 or 60. 
I think it was 80,000. 

Q. Was there a stipulated number of fights 
that he would perform? 

A. A minimum of three fights per year, I 
think it was. It could have been four. 
I'm not sure. 
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Q. Did the payment of $80,000, was that all 
cash or was it stock and cash? 

A. No. The -- I think it was all check. It 
wasn't cash. It was a check. 

Q. Was the entire amount of the contract 

A. 
paid? 
Well, they paid him $80,000 
in a check, check, and 
supposed to get some stock. 

Q. Stock where? 

in cash, 
then he 

no, 
was 

A. From Royale. I'm not sure which company 
they were going to give him stock. 

Q. How much was the stock worth? 
A. I don't know. I don't remember. It could 

have been 10,000. I'm not sure. I don't 
know; I don't know. I don't remember. 

Q. The $80,000, was that check cleared? Was 
it paid? 

A. Yes. 

Q. And accepted by Mr. Bogner, cashed? 
A. Kenny, Jr. 

Q. Bogner, Jr., right. 
A. Right. I think 20,000 or 10,000 of that 

went to Bob Arum because he had owned the 
promotional rights and they had to give 
some of the money to Arum to buy back his 
rights before we could get involved, and I 
don't know, I don't remember the exact sum 
they had ment ioned • 

Bogner Sr.'s Competing Contract 

An unusual contr actual development caught Pel ullo by 
surprise. He ultimately learned, after Bogner, Jr., had been 
paid $80,000 and stock by Royale for rights to his future 
earnings, that the boxer's father also had a managerial contract 
with the youth and that, as a result, his own contract with 
Bogner, Jr., was in jeopardy. This issue was resolved, 
according to Pelullo's testimony: 

Q. In the contract negotiations that you had 
for the purchase of a promotional contract 
for Kenny Bogner, Jr., did Kenny Bogner, 
Sr., retain any managerial rights? 

A. That was not in my contract, no. 

Q. Are you aware that he retained some 
managerial rights? 
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A. I found out later that I was aware that he 
had a contract on file with the New Jersey 
Boxing Commission that he was the manager 
of record and at the time he told me he 

Q. 
A. 

Q. 

A. 

was not. That's what I was aware of 
later. And the contract that I had 
submitted to the New Jersey Boxing 
Commission was not even considered good, 
you know. 

You had no managerial rights? 
Well, what happened was, they said it 
would go into effect when [his 
father's] ran out. 

Did you have any agreement whereby 
Bogner would retain 15 percent of 
managerial share? 
I mad e tha t down the road, ye s. 

Mr. 
the 

Q. Could you explain how that came about? 
A. Well, I think that happened in New Orleans 

when we were supposed to fight M.ancini, 
and what happened was, see, when I signed 
a management contract with him, I had no 
idea that: one, Kenny Bogner was cited 
for any kind of a crime; and, two, that 
his father was the official manager of 
record. They didn't mention that to me, 
nor did they ment ion it to Royale when 
they signed the contract, and in there 
they asked thei'n have you ever had any 
problems with the law or are you under any 
indictments right now or anything. 

So we got into a big dispute over the 
management contract because the father 
didn't feel that I was handling his son 
correctly against Mancini's people. So he 
said at that time, he informed me that, 
well, you don't own the management rights 
anyway. And that's the first time I found 
out about it, to the best of my 
recollection, and then I had called the 
State of New Jersey and they informed me 
that he was right, and that I was, you 
know, it was just -- it was there, but it 
does not -- they did not know that I had 
signed this agreement either. So my 
agreement didn't go into effect until 
after Bogner's ran out. But I didn't know 
that at the time. 

And then at that point in time, to rectify 
the matter to get on with the fight and 
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not to have a problem, because I wanted to 
see the kid's career get on, I gave the 
father 15 percent of -- I think that was 
the figure -- 15 or 20, I'm not sure, of 
what ever mine was, and that is in writing 
somewhere ••• 

Q. When does the Kenny Bogner contract run 
out wi th you? 

A. Well, I had a two-year con tract that's 
frozen right now because of his problem 
in jail, and it should run out, I think in 
'85 -- no, '85, late '85, early '86 it 
would have run out. 

Q. Now it's extended until he gets out? 
A. I understand, according to what little I 

know about it, my contract is still in 
effect from the time he went to jail, you 
know, frozen for that time period until he 
comes out. 

Q. Then when he comes out, you still have him 
under contract? 

A. I think so. 

Frank Gelb, Atlantic City Impresario 

Before he became the primary boxing impresario in Atlantic 
City, Frank Gelb of Ventnor was active in Pennsylvania during the 
1970s as the manager of a number of successful fighters. His 
rise to prom inence in the sport in Atl ant ic Ci ty coincided wi th 
the advent of legalized casino gambling and by 1980 he had become 
the box ing cons ul tant for Resorts International and a co-promoter 
providing on-site services to out-of-state promoters of boxing 
events in various casinos and other places in Atlantic City. He 
has received a fee for every boxing event at Resorts and his 
co-promotions there and elsewhere in the city have been in 
association with such international operators as Don King (Don 
King Productions) and Bob Arum (TOp Rank), particularly the 
latter. 

Unwarranted evasions and memory lapses marked much of Gelb's 
testimony about his associations with organized crime figures, 
even those so notor ious as to have become publ ic symbols of 
evil. Evidence of this lack of candor will be noted during the 
following review of Gelb's activities as a boxing promoter 
operating under the scrutiny of New Jersey's Casino Control 
Commission and Division of Gaming Enforcement. Because most of 
his professional boxing promotions are casino-connected, Gelb 
is required to hold a casino vendor's license, his appl icat ion 
for which has been pending since 1980. Such accredition should 
denote, according to the Casino Control Act with respect to the 
subj ect of this report, a background fr ee of org anized crime 
affiliations, influences and obligations. The SCI's 
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investigative findings confirming the presence of organized crime 
in boxing increase its concern that yet another avenue is 
avai'lable for mob incursion of the casino gambling industry. 

Gelb and Blinky Palermo 

In his testimony at the SCI, Gelb stated that he did not meet 
Scarfo mob soldier Frank (Blinky) Palermo until 1977 or 1978. By 
that time Gelb had established himself as a successful boxing 
manager in Pennsylvania (in conjunction with his father, Maurice, 
a licensed promoter), had closed down the family furniture 
business and had formed a sports and entertainment company, Gelb 
Productions, Inc. Although he had no experience in boxing prior 
to his first managerial activity in 1971 on behalf of a 
Norristown, Pa., policeman who also was a professional boxer, 
Gelb's. progress in the industry expanded to the point where he 
was booking fights overseas as well as interstate. Indeed, Gelb 
testified that Gelb Productions was created in 1977 primarily so 
his father, who was its president and only officer, could be 
licensed in New Jersey as a promoter. This enabled Gelb, a New 
Jersey-licensed manager, to corn pI y wi th the New Jersey box ing law 
prohibiting -- apparently technically at least -- a licensee from 
being both a promoter and a manager. Gelb's corporate office was 
located at 1015 Chestnut Street, Philadelphia, on the 11th floor 
directly opposite the office of a physician who coincidentally 
was treating Palermo for a heart attack. Palermo, who in the 
1970s had ach ieved notor iety for a deep interes t in box ing , 
financial or otherwise, one day noticed Gelb's name on the door 
across from his doctor, recognized the Gelb name as prominent in 
boxing circles, walked into the office and said, "I'm Blinky." 
Gelb also said he had other links with Paler<T\o as the person from 
whom his father purchased fish. Palermo is a salaried employee 
of Montrose Fish Company in Philadelphia. As a result of such 
contacts, every week or two, Gelb said he ann Palermo had many 
conversations. These talks were chiefly about boxing, but Gelb 
testified that he could not remember many of the netails: 

Q. 

A. 

What would 
weekly or 
beginning? 

you and he 
bi-weekly 

He would tell me tales 
old days and whatever. 

Q. Anything more specific? 
A. No. 

discuss 
meetings 

on these 
in the 

of boxing in the 

Q. Let me ask you, have you ever called up 
Mr. Palermo on the telephone? 

A. Probably. 

Q. And why would you have called him up on 
the telephone? 

A. Because he worked for a fish company. My 
father used to order fish from him. 

Q. Did you also call him up at his horne? 
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A. Probably. 

Q. When you called him up, did you have any 
discussions regarding boxing? 

A. I'm sure we mentioned it. 

Q. And what would you have mentioned and what 
would he have mentioned? 

A. I don't really know specifics, just box ing 
in general. 

Despite Gelb's response of "no, no" when he later was asked 
if Palermo expressed a desire to be "re-involved" in boxing, he 
then reversed himself. In subsequent testimony Gelb acknowledged 
Palermo's ill-fated efforts for reinstatement of his license: 

Q. Were you aware 
trying to get 
pennsylvania? 
Yes. 

that Blinky 
a manager's 

Palermo was 
license in 

A. 

Q. 

A. 

This was in 1978. 
testimony earlier, 
with Blinky during 
discuss his going 
license? 
Yes. 

Q. Did he discuss --

If I do recall your 
were in contact 

time. Did he 
his managerial 

you 
that 
for 

A. Asked me to go with him as a character 
reference, and I refused. 

Q. And when was this? 
A. He had a hearing or something about the 

license. I don't remember when it was. 

Q. But he did ask you if you woul d go wi th 
him? 

A. As I recall, yes. 

Q. How did that come about? 
A. That he wanted to see if he could get a 

manager's license. I think he had gone to 
the [Pennsylvania boxing] commission to 
get an application for one and it was in 
the newspapers. 

Steve Traitz, Sr., business agent of Roofers' Local #30 who 
operated the Montgomery County Boys Club, a Palermo hangout, and 
whose boxers staged amateur events at Resorts International 
through agreements arranged through Gelb, subsequently agreed to 
testify as a character wi tness for Palermo. Al though Trai tz was 
quoted extensively in 1978 newspaper articles headlining 
Palermo's attempt to obtain a box ing license, Gelb's memory of 
the incident had to be prodded before he could recollect any 
details: 
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Q. Do you recall who he got to go as a 
character reference? 

A. No. 

Q. Does the n~~e Steve Traitz, Sr., pop up? 
A. Yes, yes. Yeah. 

Q. Did that ring a bell at all [about] the 
conversations you had wi th him? 

A. No, just nm... I just now remember seeing 
it in the paper. 

Palermo finally withdrew his application for a Pennsylvania 
manager's license because he did not want to "embarrass" that 
state's boxing commission. The licensure incident not only 
confirmed the depth of the Traitz-Palermo friendship and 
Palermo's interest in the Montgomery Boys Club boxers, it also 
suggested a closer relationship between Palermo and Gelb than 
Gelb wanted to reconstruct during his SCI interrogation: 

Q. And during all of these hearings that Mr. 
Palermo was having for his license, you 
did not know that Mr. Traitz was his 
character witness? 

A. I don't remember now. I don't read· 
articles, many articles on boxing. I 
don't recall now, but I think that I was 
probably aware of it at the time. 

* * * 
Q. But you knew in 1977 and 1978 who this 

Blinky Palermo was that you were talking 
with? 

A. Yes, yes. 

Q. And you knew that ..• he was notorious for 
things that were not good for boxing? 

A. Yes. 

Q. And you knew at this time that he was also 
asking you to be a character reference? 

A. Whatever that period of time was when he 
asked, yes. 

Q. I, am just going to, for the record, cite 
some things about Mr. Palermo's record. 
In 1928 he was arrested and conv icted of 
aggravated assault and battery. He then 
had a lottery conviction in 1934, and in 
1950 he was arrested for a reckless use of 
firearms and assault with intent to kill. 
In 1958 he was arrested for gambling and 
narcotics, in 1959 for shoplifting. In 
1959 extortion, anti-racketeering 
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conv ict ions. In 1962 statutory rape. In 
1964 he was sentenced to 15 years for the 
extortion arrest. So this is the Blinky 
Palermo that we are referring to? 

A. I had no idea of his record, none 
whatsoever. 

Q. Did you ever discuss his incarceration 
when he was with you? 

A. No. 

Q. You never chose to ask him? 
A. Not really. 

Q. 

A. 

Did you 
Palermo, 
yo u?" 
I didn't 

ever choose to 
I don't want to 

say, "Hey, 
associate 

really associate with him. 

Mr. 
with 

Q. Well, did you ever tell Mr. Palermo, 
"Ple<>se don't come into my office and meet 
me on a regular basis 'cause I know that 
you're not good for boxing and I am in 
boxing"? 

A. No. 

Q. You were aware of his conviction? 
A. Of that one conviction, yes. 

Q. And were you buying fish from him? 
A. Right. 

Q. And right around this time he is asking 
you to be his character witness for him, 
which again I admit you refused. But now 
all of a sudden it appears that Steve 
Traitz, who is a very close associate of 
Mr. Palermo, was coming to you and you are 
hosting events that he is putting on in 
Resorts, and then Mr. Palermo is seeing 
you in the Horn & Hardart restaurant. It 
wasn't just that he popped into your 
office. 

A. Because I am explaining to you, Mr. Lynch, 
that he very well could have gone in and 
said, "Why don't you come down and have 
lunch with me," or something like that. I 
very, very rarely ever go out for lunch. 
So that's why I said if it happened, it 
would have only happened on one or two 
occasions at the most over all the times 
that he would have come in to the office. 
And furthermore, I can understand your 
questioning me about this because I knew 
Blinky Palermo. I did not know Steve 
Traitz at that time. And I can understand 
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your questioning me about trying to put 
the two together, but I am telling you 
unequivocally, not with any lapse of 
memory as I have with remembering dates 
and all, that absolutely at no time did 
Blinky Palermo introduce me to Steve 
Traitz, nor did I ever have -- recall the 
association of Palermo and Traitz together 
with putting boxing into Atlantic City. 

The SCI received information from the State Police that 
Frank (Frankie Flowers) D'Alfonso and Palermo were involved in 
closed circui t box ing wi th New Jersey-licensed promoters Gel band 
Joe Hand. Gelb ultimately admitted at the SCI that his 
conversations with Palermo concerned more than mere 
"generalities" and that closed circuit boxing was a topic: 

Q. Did you ever have a discussion with Mr. 
Palermo about closed circui t telev ision, 
closed circuit events in boxing? 

A. He knew I was doing closed circui t events. 

Q. Why would closed circui t have been a topic 
with Blinky Palermo? 

A. Because I did maybe two or three big 
closed circuit events and my name was in 
the paper for doing closed circuit 
events. My n~~e was in the paper for 
being a promoter and a boxer, and many 
people, including Blinky, would ask me 
about various aspects of whatever I was 
doing. 

Q. And what would Blinky's interest be in 
your doing closed circui t events? 

A. The same as anyone else's. It's normal in 
the industry that if someone is doing a 
closed circuit event, "how well did you do 
at the Spectrum last night," you know, 
"what locations do you have." It's a 
normal thing in the ind ustry. 

Q. Have you ever heard that Mr. Palermo has 
an interest in closed circuit? 

A. Yes. 

Q. And that's the .only time that you heard 
Mr. Palermo's involvement with closed 
circuit? 

A. Well, that was the beg inning. I heard it 
several times, I'm sure, after that from 
other sources. I don't remember where, 
but ••• it was said that he was supposed 
to have an interest in closed circuit 
television. 
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Ge1b and Frankie Flowers D'Alfonso 

Gelb also revealed his personal and business relationship 
with D'Alfonso, a Scarfo-Bruno mob moneymaker until he was shot 
to death on a Philadelphia street in July, 1985. Gelb testifi~ 
that his friendship with Blinky Palermo led to his connection 
with D'Alfonso: 

Q. Do you know an individual by the name of 
Frank D'Alfonso? 

A. Yes. 

Q. When did you first meet him? 
A. Oh, '77, late '77, early '78. 

Q. Who is Frank D'Alfonso? 
A. He had a ticket brokerage business in 

Philadelphia. 

Q. When you met him in late '77 or early '78 
where did you meet him? 

A. Bl inky Palermo. He had been in trod uced to 
me by Blinky Palermo. 

Q. Where? 
A. In one of Blinky's office visits to his 

doctor. 

Q. So you are saying that Mr. D'Alfonso came 
up to see you? 

A. Well, he was with Blinky when they came in 
the office. 

Q. And that's the first time you've ever met 
him? 

A. I think so. 

Q. Are you sure? 
A. I am not sure. 

Q. Tell us what happened at that meeting. 
A. I don't remember the first meeting. I 

just remember being introduced to him just 
as -- at the times that Blinky would be 
going to the doctor. 

Q. Did you ever meet Mr. D'Alfonso and Mr. 
Palermo in any other location outside of 
your office? 

A. Mr. D'Alfonso used to get tickets from me 
for the shows in Atl antic City, so I met 
him on several occasions outside the 
office. 

Q. With Mr. Palermo? 
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A. I don't -- I don't recall if Mr. Palermo 
was there. He might have been there once 
and maybe I dropped tickets off a couple 
of other times. 

Q. 

A. 

Do you know 
occupation is? 
No. 

what 

Q. Did you ever inquire? 

Mr. D'Alfonso's 

A. Well, I have read qui te a bi t about r~r. 
D'Alfonso in recent years. 

Q. You had no idea what he was doing in 1977, 
'78? 

A. No. 

O. I don't think I've ever asked this, but I 
think it's appropriate to ask it now. 
Were you aware that ~r. Palermo was a 
member of organized crime? 

A. No. 

Q. Did you ever become aware of that? 
A. I don't know whether he is a member of 

organized crime or not. 

Q. Have you heard? 
A. No, not Mr. Palermo. 

Q. You never heard that? 
A. No. 

Q. No one ever told you that? 
A. No. 

Q. What about Mr. n'Alfonso? 
A. Only what I read in the papers. 

Q. And when did you read that? 
A. When there were some shootings or killings 

with so-called organized crime people in 
Philadelphia. 

Q. When Mr. Palermo introduced Mr. D'Alfonso 
to you, what did he say? 

A. "This is a friend of mine." 

Q. And what generated the relationship to 
increase between you and Mr. D'Alfonso 
after that? 

A. The fact that I could get tickets to the 
shows in Atlantic City. 
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However, Gelb's association with D'Alfonso was more than 
that of a ticket supplier. In May, 1981, D'Alfonso deposited in 
Gelb's account in a Philadelphia bank five checks payable to Gelb 
totaling almost $800 and more than $300 in cash, at Gelb's 
request. Several facets of the transaction are pertinent to this 
report: One, Gelb claimed in his SCI test imony that the depos i t 
was made on a Saturday, and that the urgency of getting it to the 
bank before noon was the reason for asking D'Alfonso to undertake 
the errand. However, the SCI confirmed that the deposit was made 
on a weekday. Two, when the Pennsylvania Crime Commission (PCC) 
asked Gel b in Apr iI, 1982, how hi s checks came to be in 
D'Alfonso's possession, Gelb, according to the PCC's report, 
"stated that he had absolutely no knowledge" of it. It should be 
noted that what Gelb denied to the PCC while not under oath less 
than a year after the D'Alfonso deposit he recalled under oath 
more than four years later. And three, it also should be pointed 
out why it is impossible for this Commission to believe that 
Gelb, in dealing with D'Alfonso during that period, did not know 
the sinister background of one of the highest-ranking mobsters in 
Philadelphia when he entrusted hi!l\ with his checks and cash. In 
1981 numerous newspaper stories described a succession of gang 
murders following the assassinations of the Philadelphia mob boss 
Angelo Bruno in March, 1980, and his successor Phillip Testa, in 
March, 1981. Some of these articles identified D'Alfonso as a 
possible successor to the Bruno leadership or as underboss to 
Nicky Scarfo, who event ually became the boss. Even more 
spectacular news reports followed D'Alfonso's horrible beating on 
October 19, 1981, in which he suffered fractures of his left leg, 
left knee and jaw. There is little or no suggestion that this 
widely headlined bloodshed was ever mentioned in the many 
conversations that Gelb admitted, in SCI testimony, that he had 
with D'Alfonso and Blinky Palermo during this period of time. In 
reading the following excerpts from Gelb's testimony, the reader 
should remember that Saturday was not the day of the D' Al fonso 
check deposits, and that less than a year later Gelb had denied 
knowledge of it: 

Q. Did Mr. D'Alfonso ever have any reason to 
deposit checks or moneys that came into 
his possession into your real estate 
checking account? 

A. Yes. I have been waiting for this 
question. When he came one day to pick up 
tickets for -- it was a Saturday and he 
came to pick up tickets for whatever event 
it was that I was -- that I had sold to 
him. The bank closed at 12 o'clock, and I 
asked him if on his way out he wouldn't 
drop this envelope of f at that bank for 
me. And they were my checks. It was to a 
real estate account that I had at the 
time, rental checks from properties that I 
owned. And all I did was ask him to do me 
a favor and make a deposit for me. 
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Q. Were you that close to Mr. D'Alfonso that 
you would ask him to make the deposit into 
your account? 

A. No. It was a Saturday and I was by 
myself, and he was going right by the 
bank. I mean it wasn't a question of 
being close. There were checks. I mean 
he couldn't steal it from me or whatever. 
The checks were made out to me from 
renters of property that I had. All I did 
was say, "Please, I'm by myself. I can't 
leave by 12 o'clock," or whatever time the 
bank closed on Saturday. "Just drop this 
off for me.· 

Q. What did you tell them, this agency that 
questioned you? 

A. The same that I am telling you, that he 
made the deposit, the same way that I am 
explaining it to you. 

Q. 

A. 

Did you ever tell them that you had no 
explanation as to how Mr. D'Alfonso 
obtained your checks to deposit into your 
real estate account? 
No. 

Q. The records indicate that on [May 6], 1981 
the deposit was made at 12 noon. And it 
was made at the Lincoln Bank at 16th ann 
Locust Street. Does that ring a bell to 
you? 

A. I'm not sure. I said I didn't recall the 
date. 

Q. In that deposit there was a $225 check, a 
$169 check, a $175 check, and $225 check 
and $305.93 in currency, cash. Would that 
refresh your recollection? 

A. I don't remember the cash in the deposit. 

Q. I have a report made out or given to us by 
the Pennsylvania Crime Commission, and 
[in] part of that report they were 
questioning you about these checks. And 
when they questioned you concerning the 
checks made out to Frank Gelb or Frank 
Gelb Prod uctions, Incorporated, being in 
the possession of Frank D'Alfonso, Gelb 
stated that he had absolutely no knowledge 
of how such checks could come into the 
possession of Mr. D'Alfonso. And that was 
roughl y on or about Apr il 23, 1982. Are 
you still stating that you did not deny or 
you had no knowledge of how the checks got 
into Mr. D'Alfonso's hands? 
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A. That's impossible for me to say because 
the deposit slip as made up. It must have 
been in my handwriting. How or why they 
are saying that I said that, I don't 
recall. 

Q. They are saying that you had no 
explanation of -- as to how Mr. D'Alfonso 
got the checks. 

A. I gave him the deposit to make. 

Q. That's what you are tell i ng us today. 
A. Yes. I don't recall telling them that I 

had no idea how. perhaps what happened 
was that at the time that they asked me 
the question, I didn't remember the 
transaction, and I recalled later as to 
how it happened. 

Gelb and Raymond (Long John) Martorano 

Gelb told the SCI that he al so knew Raymond (Long John) 
Martorano, a longtime ally of the late Angelo Bruno who has been 
in federal prison since his conviction for murder conspiracy in 
1984. However, his description of his first meeting in 1975 with 
this gangster in an interview at the State Division of Gaming 
Enforcement (DGE) in August, 1980, differed so markedly from his 
SCI testimony on the same subject as to suggest perjury. At the 
time of this meeting Gelb was the manager of the successful 
junior lightweight Tyrone Everett, since deceased, who had 
invested in several Philadelphia taverns and was installing 
cigarette vending machines. Also at that time Angelo Bruno and 
Martorano worked for Johns Wholesale Distributors, a 
mob-associated vending company, as a cigarette sales team and 
Martorano was in the process of closing a cigarette vending deal 
with Gelb's tavern-owning fighter. Gelb told the DGE that he 
hand led all of Everett's financial business, a contr ad ict ion of 
what he told the SCI. He told DGE he discussed the cigarette 
vending deal with Martorano, another statement he contradicted at 
the SCI where he said he "wasn't involved in the discussion." 

Gelb and Lawyer Gabriel 

Although they had a joint financial interest in closed 
circuit television of a major boxing event -- a transaction so 
large and complex as to suggest they had to be more than casual 
acquaintances -- Gelb and lawyer Robert E. Gabriel of Cherry Hill 
in testifying about their association indicated it was strictly 
of an arms-length, business nature. The SCI attributed their 
circumspection to the probability that each had something to hide 
from official scrutiny. Gabriel, for example, was the 
Pennsylvania-licensed attorney for Palermo and the late D'Alfonso 
-- but he also may have feared identification as a front or agent 
for processing mob money through a legitimate enterprise such as 
a closed circuit TV boxing show. And Gelb, who had a role to 
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protect as an operating casino vendor awaiting long-sought 
license approval by New Jersey's casino control authorities, may 
have felt that any transactions with a lawyer for mobsters should 
be as far off stage as possible. In this case, his dealings with 
Gabriel were with a lawyer who, in his appearances before the 
SCI, utilized his constitutional privilege against self
incrimination and, after being immunized, attempted to further 
avoid answering questions by invoking the attorney-client 
privilege. 

Testimony by Gelb and Gabriel about how and when they came 
to meet is different in several respects. Each was questioned 
about the texture of their relationship prior to their joint 
deal, the 1980 closed circuit television exhibition of the 
Ali-Holmes title bout. Here is Gelb's response to the questions 
about how he met Gabriel: 

A. I don't recall how I first met him, but I 
have known him for many, many years. 

Q. Well, did you know that [promoter] Joe 
nand also knew Mr. Gabriel? 

A. He might have known him first. Maybe 
that's how I met Mr. Gabriel. I don't 
really recall. I think he might have 
known him first, because I think Mr. 
Gabriel was a district attorney and Joe 
was a police officer. So they probably 
knew each other way before and maybe 
that's how I was introduced originally. 

Q. Were you introduced to Mr. Gabriel long 
before he decided to invest in the 
Ali-Holmes match? 

A. Oh, I knew him. many, many years before 
that. 

Q. What was the first involvement you had 
wi th Mr. Gabriel as far as any financial 
transactions were concerned? 

A. I don't think we had any financial -- I 
never really did anything business-wise 
where I needed any investors or anything, 
to the best of my recollection now, until 
this event. 

Q. You are saying that the Ali-Holmes event 
was the first time that you had any need 
for the financial involvement of Mr. 
Robert Gabriel? 

A. I think the first and only time. 

Q. How did the involvement of Robert Gabriel 
come about with regard to the Ali-Holmes 
event? You are looking for investments. 
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Don King comes to you or you go to Don 
King and say, "Can I have this promotion?" 

A. It costs $300,000. Now I have to get 
$300,000 in order to do it. So I knew 
where I had a part of it. I al ways had 
people in case there was, you know, any 
kind of an event that would be willing to 
invest money. Gabriel was at the right 
place at the right time. If somebody else 
had come in, it would have been somebody 
else, except that I needed, we needed, Joe 
Hand and I both needed someone with some 
legal expertise in order to do all the 
contractual work. 

Q. How did you know Gabriel was willing to 
invest? 

A. I always knew. He always mentioned that 
he was looking .for investments. 

At this 
that Gabriel 
promoter on 
probably the 

point in Gelb's testimony, the reader should know 
subsequently told the SCI his first meeting with the 
the Ali-Holmes project was in 1980 and that was 
first time he ever saw Gelb. 

SCI Counsel Lynch, knowing of Gabriel's role as the attorney 
for mobsters Palermo and D' Al fonso, quest ioned Gelb about whether 
the lawyer's investment in the Ali-Holmes project might have come 
from underworld sources: 

Q. Do you have any idea where Robert Gabriel 
got his financial backing from? 

A. No. 

Q. Did you ever discuss it with him? 
A. Not with him, no. 

Q. When you received the money from Robert 
Gabriel, did you personally receive it? 

A. I don't remember. 

Q. 

A. 

Did Mr. 
he was 
else? 
No. 

Gabriel ever suggest to you that 
investing on behalf of anybody 

Q. When you first became involved with Robert 
Gabriel, were you aware of his association 
with Frank "Blinky" Palermo? 

A. No. 

Q. When you had all your discussions with 
Mr. Palermo, did the name Robert Gabriel 
ever surface? 

A. No. 
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Q. Are you stating that you had no knowledge 
that Robert Gabriel represented Mr. 
Palermo when . Mr. Palermo sought his 
license in Pennsylvania? 

A. You brought that up at the last hearing 
that we had, and I was shocked to hear 
that. I never realized the connection. 

Q. And you are still stating that you were 
never aware of that? 

A. I am stating that until you mentioned it 
to me at the last hearing, I never knew 
that Gabriel represented Palermo at that 
license hearing. 

Q. 

A. 

And no one ever 
was represented 
matters, either? 
No. 

told you that Mr. Palermo 
by Mr. Gabriel on other 

Any other legal matter? 

Q. Did Mr. Palermo ask you to be a character 
reference for him? When he was applying 
for his license in Pennsylvania, ·did he 
ever ask you if you could contact his 
attorney or could his attorney contact 
you? 

A. No. I had told him no right away. 

Q. 

A. 

And just shortly thereafter 
appears to be one of your 
Don't you think that --
I don't even remember 

Gelb and Ali-Holmes TV 

Mr. Gabriel 
investors. 

The SCI subsequently obtained from lawyer Gabriel, as an 
immunized witness, the admission that gangster Frankie Flowers 
D'Alfonso had made a $50,000 "loan" to Gelb's closed circuit 
tel evision deal for the Al i-Holmes title fight on October 2, 
1980. Gelb in his testimony at the SCI, however, insisted that 
he had no recollection of any connection with the project by 
D'Alfonso. 

As noted, Gelb formed Gelb Productions, Inc., as a corporate 
vehicle for boxing events for which he was the promoter, 
co-promoter or booking agent, including the closed circuit rights 
in Pennsylvania for the Ali-Holmes fight. Soon after he and 
lawyer Gabriel discussed investing in the project, Gabriel on 
September 9, 1980, created Gabe Productions as his corporate 
vehicle for the event. Promoter Joe Hand was Gelb' s partner in 
raising the $280,000 "up front" money Gelb had to post with Don 
King Productions and whatever additional cash was needed to cover 
the cost of arranging the closed circuit telecasts at various 
locations throughout the state. However, because of the 
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involvement of organized crime in raising this money, an effort 
obviously was made to avoid leaving a paper trail that would 
confirm the critical role of mob financing in guaranteeing the 
deal. SCI accountants were astonished by the vague contractual 
arrangements among Gelb, Hand and Gabriel, by the lack of 
receipts and other bookkeeping evidence of revenues and 
disbursements, and by the incredibly large cash transactions that 
occurred. With respect to the fragmentary condition of their 
books and records, the dealmakers adopted a typical organized 
crime tactic in order to hide precisely who contributed what to 
the bot tom line. 

Although it required three appearances as a witness, 
prolonged legalistic discourse and a grant of immunity, lawyer 
Gabriel finally confirmed the financial assistance of at least 
one gangster (after his death), to the Gelb-Hand-Gabriel deal. 
His testimony about D'Alfonso's role also was replete with 
admissions that cash-only was the rule and receipts for payouts 
were minimal, a ploy the SCI believes. was part of an effort to 
impede any official audit of the transaction. 

Lawyer Gabriel and Ali-Holmes TV 

Contrary t~ Gelb's testimony downplaying the possibility 
that organized crime figures participated in the Ali-Holmes 
closed circuit boxing neal in 1980, Gabriel told the SCI the 
transaction was discussed with and partly financed by the mob. 

Before he invested in the proj ect, Gabriel said he rev iewed 
its potential for success with the veteran Scarfo-Bruno mob 
soldier Palermo. He ex plained that he needed counsel ing because 
he seldom attended boxing matches and was not a "connoisseur of 
fights." The testimony: 

Q. Did you seek any advice? 
A. Yes, I did. 

Q. Whose advice did you seek? 
A. I sought out Mr. Palermo's advice ••• Well, 

let me just give you this background, Mr. 
Lynch. When this situation was first 
presented to me through Frank Gelb back in 
1980, I viewed it as an investment, as an 
opportunity to, for legitimate business, 
to make some money. However, I knew 
nothing about closed-circuit TV and I knew 
nothing about the licensing business as 
such, or boxing business as such, and this 
was presented to me, and I consul ted wi th 
Mr. Palermo who had been my cient for some 
time and who obviously was knowledgeable 
about boxing. 
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Gabriel recalled that Gelb was under deadline pressure to 
obtain a letter of credit for Don King Productions and that he 
"needed $100,000 or $80,000 or something like that" to complete 
the required quarantee. Gabriel, now convinced that "it was a 
good investment," needed financial assistance to participate. 
Again he turned to the mob, according to his testimony: 

Q. 

A. 

Could you tell us which 
discussed the investment 
with? 
Frank D'Alfonso. 

individual you 
of the monies 

Q. And could you tell us why you went to 
Frank D' Al fonso with regard to obtaining 
the funding for this venture? 

A. Yeah. Mr. D'Alfonso had been a client of 
mine and time was of the essence, and I 
thought that he would be in position, if 
interested, to be able to have the 
wherewi thaI to have the money or obtain 
the money. 

Q. Were you aware that Mr. D'Alfonso had an 
interest in closed-circuit promotions 
prior to your discussing this financial 
venture with him? 

A. No, absolutely not. 

Q. Could you tell us how the discussions 
began when you discussed it with Mr. 
D' Al fonso? 

A. Well, as I recall, Mr. D' Al fonso had, had 
consulted me sometime before that, had 
been in the office and had consulted with 
me. about a totally unrelated matter that I 
don't want to go into, and I reached out 
for him. He came into the office, we sat 
down, we discussed it, and I told him that 
time was of the essence. And I do not now 
recall, Mr. Lynch, how much money it was 
that we put up together, that is, me, 
personal funds, and Mr. D'Alfonso. 

COMMISSIONER GREENBERG: Well, 
recall the relative percentage 
D' Al fon so put up compared wi th 
these monies? 

do you 
that Mr. 
yours of 

THE WITNESS: Mr. Greenberg, my 
recollection is that the total amount 
we put up was about $80,000. 
recollection is that I believe what 
up from personal sav ing s was 
$30,000. 

best 
that 

My 
I put 
maybe 
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GREENBERG: 
have put up 

concerning 

Mr • D 'AI fo nso , 
$50,000 if your· 
the $80,000 is 

THE WITNESS: That's correct. 

Gabriel said he discussed the investment risk with 
D'Alfonso, stating he felt their money would be safe. He said he 
"got the impression" that D'Alfonso had known Gelb prior to the 
deal. Although D'Alfonso and Palermo were his clients, and were 
friends, Gabriel testified he was uncertain about whether Palermo 
knew he was sharing the investment with D'Alfonso. It was 
apparent in his testimony that Gabriel was more responsive to 
que stions about D' Al fonso, a dead man, than about the still 
active mobster Palermo: 

Q. Did you ever discuss with Mr. Palermo the 
fact that Mr. D'Alfonso was investing 
money in this venture with you? 

A. I never discussed it per se with him. I 
can't say that I didn't get the impression 
subsequently that maybe he had had 
discussions with Mr. D'Alfonso. I don't 
know. But there was nothing ever 
specific. 

Q. You also indicated last time that, besides 
Mr. Palermo and Mr. D'Alfonso being your 
cl ients, you al so go out with them 
socially --

A. I have been with both of those gentlemen 
so c i all y, ye s, sir. 

Q. Were you aware of the closeness of Mr. 
Palermo and Mr. D'Alfonso? 

A. I d idn' t know how close they were. It 
appeared to me in 1985, sir, that they 
were closer than what I imag ined in 1980. 

D'Alfonso: Mum's the Word 

Gabriel finally revealed why he may not have discussed 
D'Alfonso's $50,000 "loan" with anyone: 

Q. Did ~r. Gelb know who the investors were? 
A. No. 'Let me also say this: The reason why 

I say that that did not occur is because 
Mr. D'Alfonso, when he agreed to loan me 
this money, instructed me, as an attorney, 
not to divulge the fact that he had given 
me this money and I wanted to respect 
that. 
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Q. Did Mr. D'Alfonso ever indicate to you why 
he didn't want anyone knowing he was 
investing in these boxing events? 

A. Well, I, I got the distinct impression, 
Mr. Lynch, as a result of my conversation 
with Mr. D'Alfonso that although he viewed 
this and I viewed it as a completely 
legitimate enterprise, that because he was 
who he was, that if his name ever became 
public knowledge, associated with this, 
that someone would look upon it as if it 
had sinister connotations. And I must say 
to you that that is the bottom line here. 
I mean, I know of nothing, and I may be 
presumptuous in saying this, anything 
illegal that was done or wrong that was 
done, but yet here we are, very much 
concerned about who invested what in an 

--otherwise legitimate-venture. Now, __ I 
think that's the reason why. I mean, I 
don't know, but I think that's the reason 
why. 

COMMISSIONER GREENBERG: Did Mr. Hand or 
Mr. Gelb express the same concern to you 
about the D'Alfonso involvement that you 
have just told us about? 

THE WITNESS: No, they never, they never 
publicly said anything to me about it. 

The SCI doubts that Gelb and Hand were unaware of Palermo's 
and D'Alfonso's closed circuit TV interests. Palermo, when he 
finally testified under immunity, admitted that he knew 
D'Alfonso was an investor, that it was no secret, that "everybody 
else knew it," and that D'Alfonso was trying to "peddle" the 
proposition. 

All Payments Were in Cash 

Typical of mob financial pr act ices, and despi te the huge 
amounts of money involved, most of the movement of funds between 
D'Alfonso and Gabriel and the Gelb-Hand partnership was in cash, 
as Gabriel's testimony demonstrated: 

Q. 

A. 

Mr. Gabriel, could you tell us how Mr. 
D' Al fonso paid you the $ 50, OOO? Was it in 
cash? 
In cash. 

COMMISSIONER GREENBERG: 
money? 
cash? 

I mean green 
What 

cash, or 

THE WITNESS: No, cash, cash. 

type of 
a check 
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COMMISSIONER GREENBERG: Do you remember 
how it got there? Was it in a briefcase, 
paper bag, in his pockets? 

THE WITNESS: 
briefcase. 

I think it was in a 

Q. Did Mr. D'Alfonso bring this cash to your 
office or did he del iver it to some other 
location? 

A. No, he brought it to my office. 

Q. 

A. 

When you returned the 
D' Alfonso, did you return 
did you return it by cash? 
Cash. 

money to Mr. 
it by check or 

No Receipts Were Sought or Given 

As SCI accountants observed in assessing what records were 
made available on the Ali-Holmes fight telecast, the paperwork 
that would clarify and identify the transactions was 
fragmentary. Gabriel testified that no receipts were requested 
by or given to D'Alfonso for the hugh sums of cash that were 
handled: 

COMMISSIONER GREENBERG: What did you 
from Mr. Gelb by way of a receipt 
evidence that you had given him 
$80,000 in cash? 

get 
or 

the 

THE WITNESS: What did I get. I'm not 
sure that I got anything. 

COMMISSIONER GREENBERG: Did you give him 
the $80,000 in cash without getting a 
receipt or some ev idence? Is that your 
recollection? Did you ask for something? 
Let's start with that. 

THE WITNESS: That's a good question. I, 
I don't recall, sir. 

COMMISSIONER GREENBERG: 
Mr. D'Alfonso as a 
$50,000? 

What did you give 
receipt for his 

THE WITNESS: I gave him no receipt. 

COMMISSIONER GREENBERG: 
one? 

THE WITNESS: No. 

Did he ask for 
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COMMISSIONER GREENBERG: What evidence did 
you give him that he had given, if not a 
receipt, something else indicating that he 
had given you $50,000 in cash? 

THE WITNESS: I gave him nothing. 

COMMISSIONER GREENBERG: 
letter --

THE WITNESS: No. 

Was there a 

COMMISSIONER GREENBERG: -- or anything in 
writing back and forth between you and 
Mr. D'Alfonso explaining what you were 
going to do with the money? 

THE WITNESS: No. 

COMMISSIONER GREENBERG: Or what the 
purpose of the transaction was? 

THE WITNESS: Nothing in writing. 

COMMISSIONER GREENBERG: Any similar 
writing back and forth between you and 
Gelh concerning the now $80,000 in cash 
that you had transferred to him for 
purposes of promoting closed-circuit TV of 
a boxing fight? 

THE WITNESS: Sir, I'm not trying to be 
evasive. You ask a very pertinent 
question and I'm embarrassed to say that I 
don't recall what I would have -- what I 
received, if anything, and why I didn't. 
There may be some receipt that I have. I 
don't know. Or that Mr. Gelb has. I 
don't know. 

COMMISSIONER GREENBERG: I take it Mr. 
D'Alfonso trusted you enough to give you 
$50,000 in cash and not ask for a receipt 
or some evidence that you have? 

THE WITNESS: I bel ieve so. 

COMMISSIONER GREENBERG: And you have no 
evidence or no instrument that evidences 
that it was a debt between Gabe 
productions, Inc., and Mr. D'Alfonso, this 
$50,000? 

THE WITNESS: No. 
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COMMISSIONER GREENBERG: Was it understood 
between D'Alfonso and you that it was a 
debt of Gabe Productions, Incorporated, or 
a debt of Robert Gabriel to Mr. D'Alfonso? 

Well, I never explained that THE WITNESS: 
sophisticated 
D'Alfonso, sir. 

distinction to Mr. 

Gelb Asked No Questions 

When the sum of $80,000 in cash was turned over to Gelb, he 
asked no questions about its origins, according to Gabriel: 

COMMISSIONER GREENBERG: Was it your 
testimony that the $30,000 of your share 
that you gave to i-lr. Gelb was also cash? 

THE WITNESS: Yes, that's my recollection. 

COMMISSIONER GREENBERG: And the $50,000 
from Mr. D'Alfonso, you're sure it was 
cash? 

THE WITNESS: Yes. 

COMMISSIONER GREENBERG: Do you remember 
where you transferred this $80,000 in cash 
to Mr. Gelb? 

THE WITNESS: 
office. 

I believe it was - in his 

COMMISSIONER GREENBERG: Did Mr. D'Alfonso 
tell you where he got the money from? 

THE WITNESS: No. 

COMMISSIONER GREENBERG: Did Mr. Gel bask 
you where you got the money from? 

THE WITNESS: No. 

COM[o\ISSIONER GREENBERG: Did you tell him 
what percentage or what amount of the 
$80,000 was yours? 

THE WITNESS: No. 

Shrugs Off Big Profit 

D'Alfonso and Gabriel made a profit of at least $34,000 on 
their $80,000 investment. Gabriel explained how the profit, 
which was relayed by bank check to his boxing company, was paid 
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out. He also indicated that their investment return, of at least 
40 percent, was a disappointment: 

Q. Did you and Mr. D'Alfonso enter into any 
kind of an understanding or agreement as 
to what Mr. D' Al fon so would get as far as 
a percentage of the $50,000 invested or as 
far as any interest that he would receive? 

A. Yes • 

. Q.. What were the terms? 
A. The terms were that we would get back 

initially our initial investment; that is, 
for want of a better word, I'll use it, 
front money. This is the monies that were 
used to put up the letter of cred it, and 
that dependent upon the proportion of 
monies between Mr. D'Alfonso and myself, 
that's how we would share whatever profits 
were received. 

Q. When you delivered the cash to Mr. Gelb's 
office, was anybody in Mr. Gelb's office 
besides you and Mr. Gelb? More 
specifically, was Mr. Palermo present in 
Mr. Gelb's office when you delivered the 
cash to Mr. Gel b? 

A. I don't believe so, no, sir. 

Q. Okay. You received what was considered a 
settlement of the Ali-Holmes event. You 
received a thirty-four-thousand-thirty
two-dollar check, dated October 27th, 
1980, from Gelb Productions to Gabe 
Productions? 

A. Right. 

Q. Did you distribute that, the proceeds from 
that check, to anyone in particular? 

A. A portion of the proceeds of that check I 
~lOuld have distributed, in cash, to Mr. 
D'Alfonso. 

Q. And the rest would have gone to yourself? 
A. Right. 

COMMISSIONER GREENBERG: 
profit of 34,000 on the 
80,000? 

THE WITNESS: That's right. 

So you made a 
investment of 

COMMISSIONER GREENBERG: 
it didn't work out? 

What do you mean 
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THE WI'rNESS: I'm going to tell you why. 

COMMISSIONER GREENBERG: 
expect to make? 

What did you 

THE WITNESS: I expected to make more than 
34,000. 

$80,000 Was Returned in Cash 

Another check, for $56,374 was paid to Gabriel's Gabe 
productions, Inc., by Gelb but Gabriel gave conflicting testimony 
about its purpose. The nature of Gabriel's tes timony, in fact, 
suggests that his role in the closed circuit transaction was 
superficial and that he was acting merely as a mob front for the 
deal. So far as Gabriel could recall, his and D'Alfonso's 
investment of $80,000 was returned in cash, followed by the check 
for the $34,000 profit: 

COMMISSIONER GREENBERG: By the way, how 
did you get the $80,000 back? Is there a 
check which represents that? 

THE WITNESS: No. 

COMMISSIONER GRE!NBERG: 
that back, the basic 
invested, from Gelb? 

How did you get 
$80,000 that you 

THE WITNESS: That was in cash. 

COMMISSIONER GREENBERG: And when was that 
delivered? 

THE WITNESS: I don't recall, sir. 

COMMISSIONER GREENBERG: By whom? 

THE WITNESS: I don't recall. 

COMMISSIONER GREENBERG: Was it Mr. Gelh? 

THE WITNESS: I think it was. 

COMMISSIONER GREENBERG: And he del i vered 
$80,000 in cash as your basic investment 
return. Is that your recollection, sir? 

THE WITNESS: Yes. 

COMMISSIONER GREENBERG: And what did you 
do with the $80,000? Did you deposit it 
in the same bank account --
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THE WITNESS: No. 

COMMISSIONER GREENBERG: 
check was deposited in? 

in which this 

THE WITNESS: No. 

COMMISSIONER GREENBERG: 
with the $80,000? 

What did you do 

THE WITNESS: I· would have 
D'Alfonso back the cash and I 
retained my investment, my 
investment. 

Joseph Hand, Promoter 

given Mr. 
would have 

front-money 

Although Joe Hand of Philadelphia has a wide reputation as a 
successful closed circui t box ing promoter, he has over the years, 
nonetheless, consorted with organized crime members and 
associates and participated in deals that have been questioned as 
mob-tainted. A longtime Philadelphia police detective, Hand 
retired on a disability pension in 1976 after he suffered a heart 
attack. During much of his police career, since 1964 when he 
moonlighted as an employee of a company promoting the then 
Olympic boxing hero Joe Frazier, he has been active in boxing. 
Hand testified at the SCI that, with the exception of the first 
Ali-Frazier contest, he has promoted every closed circuit boxing 
telecast in pennsylvania during the past 20 years. He 
co-promoted several live boxing shows with Frank Gelb in Atlantic 
City until April, 1982, when he obtained his own New Jersey 
promoter's license. Most of Hand's promotions of live shows have 
featured fighters from Steve Traitz's Montgomery County Boys 
Club, where mobster Blinky Palermo was a fixture (at least until 
the SCI's boxing inquiry began focusing on organized crime). 

Hand and Mobsters D'Alfonso, Palermo 

Although his testimony about organized crime figures was 
guarded, Hand indicated that he had no personal concerns about 
associating with them despite his knowledge as a police officer 
of their illegal activities and unsavory reputations. Hand was 
questioned particularly about his links with gangsters D'Alfonso 
and Palermo, because they were long rumored to have a financi al 
interest in closed circuit boxing telecasts. Hand told the SCI 
that he first met D'Alfonso in the early 1960s. Here are 
excerpts from his testimony on both D'Alfonso and Palermo: 

Q. Could you tell us under what circumstances 
you first became aware of Mr. Frankie 
D'Alfonso? 

A. Through the Philadelphia Police 
Department. I was in the Intelligence 
unit and he's a known -- just criminal is 
the way to describe it. 
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Q. There 
police 
Frankie 

were reports in the Philadelphia 
Department that indicated that 
D'Alfonso was a known criminal? 

A. Yes. 

Q. Did they also indicate that he was a known 
organized crime figure? 

A. No. 

Q. 

A. 

During your years from 
the Philadelphia Police 
At the end, yes. 

'62 to '76, 
Department 

with 

Q. -- did you later find out that Frankie 
D'Alfonso was a member of organized crime 
family or close associate? 

A. He was said to be, yes. 

Q. 

A. 

Did you ever 
D'Alfonso? 
Oh, yeah. 

see or visit Frankie 

Q. Do you know an ind i v id ual by the name of 
Frankie Blinky Palermo? 

A. Yes. 

Q. How do you know him? 
A. I've known him through the years in the 

Philadelphia Police Department and in the 
boxing business. Frankie was very active 
years ago. 

Q. Were you al so aware, from your information 
within the Philadelphia Police Department, 
that he was an organized crime member? 

A. Alleged member of organized crime, yes. 

Q. And were you also aware of the association 
between Frankie D'Alfonso and Frank 
Palermo? 

A. Urn-hum, I see them together. I see them 
together a lot. 

Q. Have you ever been in the company of both 
Fr ank D' Al fonso and Fr ank Pal ermo? 

A. Yes. 

Q. How often would you have been in their 
company? 

A. I think, as I explained to you before, 
when you asked me about Frank D'Alfonso, I 
would say normally when I see Frank 
D'Alfonso, I see Blinky Palermo, so the 
same -- I'll answer the questions the same 
as I did for Frank. 
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Q. So to recapitulate, you delivered tickets 
to Frank D'Alfonso and, usually, Frank 
Palermo was there? 

A. Yes, they're generally together an awful 
lot. 

Q. Have you ever been in the company of Frank 
Palermo alone, without Mr. D'Alfonso being 
present? 

A. Yeah. 

Q. Records indicate that you received phone 
calls from Mr. Palermo in the year 1981 
and the phone calls were from Mr. 
Pal ermo' s New Jersey address, sU'!lmer 
residence, or it might not be sum'!ler, but 
his residence in South Jersey, to your 
unpubl ished telephone number, and my 
question is: Do you recall him calling 
you up? 

A. I recall speaking to him on the telephone. 

Q. What would you and he have spoken about on 
the telephone? 

A. Maybe about -- I don't know. I could not 
tell you. It was nothing specific. It 
might have been about a fight. It '!lay 
have been about tickets. 

Q. 

A. 

you Why would 
number? 
Like I 
number. 

would 
It 

matter to me. 

have given 

have given 
wasn't 

him the 

him any 
it just 

phone 

other 
didn't 

Q. Well, you testified earlier that you knew 
tha t Mr. Palermo was an org anized crime 
figure? 

A. No, I didn't say that to you. 

Q. You testified that --
A. I said he was an alleged member of the 

organized crime family. 

Q. Okay. You knew that he was an alleged 
member? 

A. Yes, I did. 

Q. 

A. 

Q. 

I will take that as a 
you were a member of 
Police Department? 
Positively. 

correction. Now, 
the Philadelphia 

Why would 
organized 
number? 

you give an alleged member of an 
crime family your telephone 
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A. Because at the time I gave it to him I was 
not a policeman, and at the time I gave it 
to him for any reason, if I did give to to 
him, somebody else is liable to have given 
it to him, but if I did give it to him it 
was just a number to call. 

Q. Why d idn' t you give him your regular 
business phone numbers? 

A. He might have wanted to call on a 
Saturday, he might have wanted to call on 
a Sunday. I really don't recall. 

Hand and Lawyer Gabriel 

As reported previously, Hand and Frank Gelb of Atlantic City 
were partners in the closed circuit telecast of the Ali-Holmes 
title fight on October 2, 1980. An investor in this project was 
Robert E. Gabriel, the Pennsylvania-licensed lawyer for Palermo 
and D'Alfonso. Of the mone-y that Gabriel's company, Gabe 
Productions, invested in the Gelb-Hand venture, $50,000 in cash 
was supplied by D'Alfonso. Here is how Hand recalls his 
association with Gabriel: 

Q. 
A. 

Who is Robert Gabriel? 
Robert Gabriel is an 
Philadelphia. 

Q. When did you first meet him? 
A. In the early sixties. 

attorney in 

Q. Did he ever represent you in any legal 
matters? 

A. No, he worked in the district attorney's 
office. 

Q. 

A. 

So you met him 
district attorney 
That's correct. 

in his capacity 
in Philadelphia? 

as a 

Q. Did he eventually leave the district 
attorney's office, to your knowledge? 

A. Yes, he's in private practice. 

Q. When was the first time that you had any 
financial dealings with Robert Gabriel? 

A. Say 1980. 

Q. How did this come about? 
A. We were looking for investors all the time 

and this was a chance for me to have an 
investor and he was glad to put the money 
up. 

Q. Did anybody tell you to go to Robert 
Gabriel? 

A. No. 
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Q. Did anybody introduce Mr. Gabriel to you 
as an investor for your closed circuit 
promotions? 

A. I just think Mr. Gabriel called me, and 
this is pretty common, people calling, can 
we invest. 

Hand and Cooney-Holmes TV 

In the Gelb-Hand promotion of the closed circuit telecast of 
the Ali-Holmes fight in 1980, Gelb was identified as the partner 
who accepted cash from and made cash payments to investor 
Gabriel. Gabriel was again a major investor when Hand alone 
promoted the Cooney-Holmes closed circuit broadcast in 
Pennsylvania and West Virg inia on June 11, 1982. Just as the 
Ali-Holmes transactions raised questions about mob ties to that 
1980 event, similar concerns arose in 1982 about underworld ties 
to the Cooney-Holmes project. A subsequent revelation by 
Gabriel, as an immunized SCI witness, that D'Alfonso provided as 
much as $70,000 to finance this event, suggests why almost all 
transact ions between Hand and Gabriel were in cash, a tr ad i tional 
organized crime "business" practice. Following are excerpts from 
Hand's testimony on the deal with Gabriel: 

Q. On the Cooney-Holmes event, we have 
reviewed your checks that you submitted to 
us, checks that were payable to Robert 
Gabriel. The checks were made out to 
cash. Was there any reason why you would 
be maki ng cash payments to Mr. Gabr i el as 
opposed to paying him by check? 

A. Yeah. Mr. Gabr i el g ave me the money in 
cash and that's how he requested it be 
paid back to him. And I cashed them at 
the bank, took it down and pa id him. 

Q. So what you're saying is that over a 
period of one week from June 26th, 1982 
June 29th, 1982 to somewhere in July 7th, 
1982, you paid over $110,000 to Mr. 
Gabriel in cash? 

A. That's without me looking at my records, 
if that's -- if you're sure my records are 
correct, yes. 

Q. As I unders tood your pr ior answer, you 
said he gave you cash and you gave him 
these checks. 

A. I gave him cash back. I took those 
checks, made them up, cashed them and he 
got the cash for them. It was all 
transacted at the bank. 

Q. Why? 
A. He wanted cash. He gave me cash and he 

said I've given you the cash and he said 



-73-

"that's how I want it back." 
all right with me. 

Perfectly 

Q. Did you ever discuss with him why it had 
to be a cash transaction? 

A. No, that happens a lot of times. 

Q. What would Mr. Gabriel's return be on the 
amount of the investment? 

A. I think you have it right here. 

Q. 
A. 

WOuld the return be approximately 
Yes, if that's what it says, 
that's what it was. 

$22,000? 
profit, 

Q. So just to clear the record, 
gave you cash, he did not 
letter of credit? 

Mr. 
give 

Gabriel 
you a 

A. No, he gave me cash. 

Q. And you used the cash to obtain the letter 
of credit. 

A. That's correct. 

Q. And you obtained it from the Continental 
Bank, is that where you get most of your 
letters of cred i t from? 

A. Yes. 

Gabriel Discloses Mob Investment 

As with his disclosures about D'Alfonso's $50,000 
contribution to the Ali-Holmes closed circuit project in 1980, it 
required three appearances and a grant of immunity to pry from 
Gabriel the evidence that D'Alfonso had put $70,000 in cash into 
Hand's Cooney-Holmes closed circuit telecast in 1982. Following 
are Gabriel's recollections of the 1982 investment: 

Q. Let's start from the beginning, on the 
Cooney-Holmes event. Where did you get 
the cash to invest in this particular 
event? On June 11th of '82. You made an 
investment with Mr. Hand, did you not? 

A. Yes, sir. 

Q. And could you tell us how much you 
invested in this event? I would assume 
you invested $114,000 if that was given 
back to you. 

A. Okay. Then if that's what the records 
reflect, sir, then that's it. 

Q. Well, the onl y thing we have to go by is 
records of Joe hand. 

A. Okay. Then I would stand by that. 
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Q. l'l1ere did you get the $114,000 to invest 
in the Cooney-Holmes event. 

A. The money, and what percentage of it, sir, 
I do not now recall. A portion of that 
would have come from Frank D'Alfonso and a 
portion of that would have come from my 
personal monies. 

Q. And when you say a portion, I mean, we're 
talking about roughly over a hundred 
thousand dollars. 

A. Sir, it may have been 70,000 Mr. 
D'Alfonso, 40,000 Mr. Gabriel. I don't 
recall. 

Q. Did Mr. D'Alfonso give you his share in 
cash? 

A. Yes. 

Q. Do you know where he got the cash from? 
A. No, I do not, sir. 

Q. Did Mr. Palermo give any cash to you for 
the Cooney-Holmes event? 

A. No. 

Q. When we asked you the last time whether or 
not Mr. Palermo invested any money in the 
Cooney-Holmes events, you asserted your 
attorney-client privilege. Was Mr. 
Paler:no your client as far as investing 
money in the Cooney-Holmes event? 

A. No. I think I answered that question, 
Mr. Lynch, and I just want to make it 
clear that at that time I was simply 
attempting to protect the record as far as 
the attorney-client privilege was 
concerned in that regard; and I felt that 
if I answered one question that may go to 
the attorney-client privilege, that it 
would lead to another and that may 
constitute a waiver, and it's for that 
reason that I answered that way. 

Q. Did Mr. Palermo ever give you advice as 
far as the Cooney-Holmes event? 

A. No, I don't believe so. 

Q. Did Mr. Hand and Mr. D'Alfonso and 
yourself ever discuss this particular 
event? 

A. Yes.· Well, I discussed it with him. I 
don't know whether Mr. D'Alfonso discussed 
it with him. 

Q. Did Mr. Hand ever indicate to you that he 
knew Mr. D'Alfonso was going to invest 
money in this particular event? 
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A. No, no. 

Q. Did Mr. Hand ever indicate to you that he 
had conversations with Mr. D'Alfonso 
regarding this particular event? 

A. No, no. 

Q. Do you know for a fact whether or not Mr. 
D'Alfonso and Mr. Hand discussed this 
particular event? 

A. I do not know that for a fact, sir. 

Hand Paid Back $114,000 in Cash 

SCI accountants were able to trace Hand's cash payments to 
Gabriel in the 1982 deal because Hand left a trail of bank 
checks. These checks would first be cashed by Hand and he then 
would turn the cash proceeds over to Gabriel. The checks, and 
their dates, were for $12,000 on June 29, 1982; $50,000 on June 
30, $25,000 on July 1 and $27,000 on July 7, a total of 
$114,000. As in the 1980 project in which Gabriel invested mob 
money, the investment was paid back in cash but for some reason 
the profit that ensued from the investment was paid by check. In 
the Cooney-Holmes situation, Hand gave Gabriel on July 7, 1982, a 
check for $22,800 which ostensibly represented the profit from 
the event to Gabriel and D'Alfonso. This profit appears peculiar 
to the SCI in light of the Hand-Gabriel contract calling for Gabe 
Productions to receive as much as 60 percent of the net. A 
later Hand-Gabriel contract covering the Hagler-Duran fight in 
1983 made Gabe Productions a 25 percent partner in Pennsylvania 
and a 50 percent partner outside pennsylvania. 

Cash in a "Brown Paper Bag" 

In 1980, when D' Alfonso contributed $50,000 in mob cash to 
the Ali-Holmes fight, he gave the money to Gabriel in a 
briefcase. Gabriel recalled that incident when he testified 
about the manner in which he got D'Alfonso's $70,000 in mob cash 
for the Cooney-Holmes event in 1982, which he indicated was 
probably handed over in a "brown paper bag." Following is 
Gabriel's recollection of D'Alfonso's cash payment. 

Q. The money that was given to you by Mr. 
D'Alfonso, how was that given to you? 

A. In cash. 

Q. 
A. 

Was it in a briefcase? 
There [was] one occasion, 
came to my office and had 
bag. There's one occas ion 
in a briefcase. I don't 
this occasion was a brown 
not. 

sir, when he 
a brown. paper 
when money was 
recall whether 

paper bag or 
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All right. On this occasion, 
Cooney-Holmes event, there were 
separate payments in cash. 
Right. 

the 
four 

Q. When Mr. D'Alfonso gave you the money, did 
he give you the entire amount at once? If 
it was 70,000, did he give you the 70,000 
at .once? 

A. I'm not sure about that, sir. I'm not 
sure. 

Q. Did you again approach Mr. D'Alfonso as 
far as investing in the second event or 
did he approach you with regard to the 
second event? 

A. I, I bel ieve that wi th reference to the 
second event I believe that Mr. Hand wrote 
to me and outlined this particular event 
and ind icated to me what it was that he 
was interested in, and what the percentage 
would be, and how much money he was 
looki ng for as far as Ie t ter of cred it, 
our investment. That's my recollection, 
sir. 

Q. 

A. 

Do you 
Hand or 
to you? 
$50,000 
27,000. 
No. 

recall if anybody other than Joe 
his son would have delivered cash 
We're tal king about a lump sum of 

at one time,. 25,000 another time, 

Q. I mean, these are large amounts. It--
A. Absolutely, I agree, sir. I don't believe 

it was anyone else other than Joe Hand and 
his son. 

Q. Let me ask you this question, Mr. Gabriel: 
Is it possible that any of these payments, 
and I'm referring to the 12,000, the 
50,000, the 25,000 or the $27,000 dollar 
payments, were delivered directly to Mr. 
D'Alfonso? 

A. Mr. Lynch, it is, it is possible that that 
could have occurred. 

Q. Did Mr. Hand ever talk to you about Mr. 
D'Alfonso's involvement? 

A. No, he never talked to me about Mr. 
D'Alfonso's involvement. But I cannot say 

Q. Then how could it have been possible? 
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A. to you that I did not get the 
impression from talking to Mr. D"'Alfonso 
that Joe Hand was a stranger to him. 

Q. What do you mean by that? 
A. What I mean is, I'm sure he -- from my 

discussions with him, it was clear to me 
that he knew Joe Hand. He knew of Joe 
Hand. 

Q. Now, you indicated that you had an idea 
that Joe Hand knew D'Alfonso and vice 
versa just by those conversations? 

A. Right. 

Q. Is that why it could be possib Ie that the 
cash went directly from Joe Hand to Mr. 
D 'Alfonso? 

A. It's distinctly possible, sir. It's 
distinctly possible. 

Q. Did it occur tha t way? 
A. I don't know, Mr. Lynch. I -- you see, 

let me say this to you: r~r. J)'l\lfonso was 
putting up the bulk of the letter-of
credit monies. I was primarily concerned 
wi th whether or not my inv"estment was 
secure and whether or not there was going 
to be any profit from this event. 
Certainly I was concerned in whether or 
not we got our, quote, front money back. 
If at the time r~r. Hand, if this occurred, 
and I'm not saying it did or it did not, 
if Mr. Hand would have said, "Look, I'm 
going to deliver X number of dollars and 
give back to Mr. D'Alfonso X number of 
dollars," I would have no obj ect ion to 
that because he was really merely 
returning to him that which I would have 
been obligated to return to him in the 
first instance. So it wouldn't have 
bothered me. 

Hand and Mismatches 

As the SCI reported to the President's Commission on Organ
ized Crime in June, 1985, one product of organized crime's 
presence in boxing could be an increase in "fixed" fights -- that 
is, bouts whose concl us ions have been pre-arranged by br ibing or 
otherwise persuading certain combatants to feign defeat. How
ever, as noted earlier in this report, the outcome of a bout can 
also be all but guaranteed by merely recruiting inexperienced or 
otherwise inferior fighters to compete against favorites, who 
thus can easily expand their win records. This Commission has 



-78-

confirmed that an unusual number of such mismatches appear to 
have been arranged in favor of the house boxers of the Montgomery 
County BOys Club (in Eagleville, Pa.). This club was founded and 
operated by Steve Traitz, Sr., a New Jersey-licensed boxing 
manager whose close fr iendship wi th mobster Blinky Palermo has 
been cited, whose training gym was a favorite haunt for Palermo 

and whose figh ters have often been promoted by Hand. An 
example of such a mismatch promotion by Hand occurred in 
November, 1984, in the Bahamas, which featured fighters fro!l\ 
Traitz's club. All of Traitz's fighters won, and in early 
rounds, chiefly because of the poor quality of their opponents 
rather than their own fistic skills. One successful "combatant" 
was Traitz's son, Stephen Traitz, Jr., who had a 20-1 win-loss 
record compared to his opponent's record of 8 wins and 20 
losses. Another Traitz son, Joseph, won with a 2-0 record 
against a fighter with no wins and five losses. Another winner 
boasted a 17-0 record, compared to his victim's 1-4; another 
victor had a 19-0 won history, and of course prevailed over a 
boxer who had won only 2 and lost 3 prior fights. The remaining 
three fights in this exhibition were similarly lopsided. 

Hands Testimony on Lopsided Bouts 

Hand was questioned at the SCI about m~smatches and their 
adverse impact on whatever integrity the boxing industry still 
has. His reactions to the problem were not comforting to anyone 
concerned with rebuilding public confidence in boxin9 and with 
protecting the health and welfare of boxers: 

Q. We reviewed certain of your live events 
that occurred in the casinos in Atlantic 
Ci ty and it appears that an overwhelming 
majority of the fighters that were 
supplied out of the Montgomery County Boys 
Club won their bouts. Specifically, on 
December 8th, 1981, all of the Montgomery 
County fighters won; on February 21st, 
1981, all of the Montgomery County 
fighters won; on August 5th, 1982, all the 
Montgomery County fighters won. Do you 
recall them winning a majority of their 
bouts that you promoted? 

A. Yes. 

Q. Do you recall receiving a letter from 
[then] Deputy Commissioner Lee after the 
April 5th, 1982 bout where he criticized 
you for the poor selection of the 
opponents who were matched up against the 
Montgomery County Boys Club? 

A. I remember receiving correspondence from 
him asking us to try and select better 
opponents from them; more competitive 
opponents. 
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Q. A review of these fights also indicated 
that not only were the Montgomery County 
fighters victorious, but the performances 
that were put on by the opponents were 
listed in many instances by the Athletic 
Commission as poor performances. Could 
you explain how you selected, as the 
promoter, the opponents for the Montgomery 
County BOyS Club fighters? 

A. I don't have a problem. The promoter's 
job is not to select the opponents. It's 
generally the matchmaker's job, which the 
matchmaker does, naturally, with the 
promoter's permission, but he sel ects the 
opponents. Now, when we're fig ht ing in 
Atlantic City, we're fighting without 
television money. We're probably the only 
promoters down there that don't have the 
benefit of X number of dollars from 
television. We depend on the number of 
people that are in the arena to pay for 
everything. We don't have the kind of 
money to get everything. We don't have 
the kind of money to get the quality 
opponents at the time, and if there was 
anybody criticizing them, that, that was -
it was individuals. Maybe it was the 
Athletic Commission, whoever was 
criticizing them. We sold the place out. 
All my customers left happy or they 
wouldn't corne back every time, and I was 
completely satisfied myself with the 
matchmaking. 

Q. I would just like to point out that, you 
know, after these three events that I 
mentioned to you, again all the Montgomery 
County fighters fought and they all won, 
again Commissioner Lee, on October 27th, 
1982, sent another letter and he 
criticized the opponents you were 
providing. Do you recall receiving 
continuing correspondence from 
Commissioner Lee concerning this? 

1"- No, I don't recall that. 

Q. All right. Well, the records do indicate 
that he did again warn you that he was not 
satisfied and that Commissioner Walcott 
was not satisfied with the performances. 
Do you recall receiving more than one 
letter from Commissioner Lee? 

A. Yeah, I think we received two ·letters from 
him. 
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Q. Can you explain what you do as a promoter 
to make sure matches are fair? 

A. I think that, I think that's a job of the 
New Jersey Athletic Commission. 

Q. You don't have any responsibility asa 
promoter? 

A. I have responsibility to match two 
fellows, make sure their weight is the 
same. They're the ones that are in 
control of it. They should have enough 
in format ion to say, if I make a guy from 
Ch icago, I don't know that much about him 
and it's their job to know something about 
him. 

Hand Used "Fix Man" Barr 

Later in this document appears an episode on John Barr, the 
so-called "fix man," who had a reputation for recruiting boxers 
of such poor quality that whoever fought them could be sure of 
adding to his wins-over-Iosses prestige. Hann testified that he 
has utilized Barr to provide boxers for his cards: 

Q. Do you know what Johnny Barr's reputation 
is in the boxing industry? 

A. Yes. 

Q. What is his reputation? 
A. He provides opponents. 

Q. What type of opponents do you mean? 
A. The term "opponents" is something that 

Q. 

A. 

opponen ts don't normally win. His 
fighters are not of a great caliber. 

And you indicated that you 
Why would you use him 
opponents that don't win? 
I said they normally don't 
he brings opponents that do 

have used him. 
if he brings 

win and I say 
not win. 

Q. Why do you use him? 
A. I think 90 percent of the time whenever 

he's used as a last-minute substitution 
for somebody that you may have B fighter 
that's the good fighter, A is just so-so. 
You kind of think, well, I guess B will 
beat A, but then B gets sick. So you just 
have a kid that's not that good, you still 
have a contract wi th him, you have to pay 
him. And Johnny Barr's fighters are 
always dependable, he's always on time; 
his fighters always make the weight. 
Normally these kids aren't too good. 
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Anthony (Butch) Criste11i 

Boxing Manager Anthony Cristelli left the Phila~elphia 
Police Department in 1970 on a disability pension. Although his 
assignment, for more than eight years of his pol ice career, to 
the department's "special investigations squad" suggested greater 
perception, he persisted in totally discounting official police 
confirmation that certain of his friends and associates were 
members and associates of organi zed cr ime. He descr ibed the 
gangster characterization of Little Nicky Scarfo, Blinky Palermo, 
phil Leonetti, the recently murdered Frankie Flowers D'Alfonso 
and others of the same ilk as "street talk" or newspaper labels. 
His disclaimers became even more unbelievable when he questioned 
the cred ib il i ty of his own pol ice department's criminal reports, 
as he did in his immunized testimony at the SCI about his 
association with Palermo: 

Q. While you were a member of the Police 
Department, was it also not known to you 
that he [palermo] was a member of 
organized crime? 

WITNESS' COUNSEL: A fact as opposed to 
rumor, innuendo, lies, okay? So the 
question is, do you know -- did you ever 
know for a fact that Blinky Palermo was a 
member of organized crime? 

THE WITNESS: 
before and I 
didn't know, 
of organized 

No, I think I answered that 
have to go the same way. I 

per se, that he was a member 
crime. 

Q. Did the law enforcement records indicate 
that he was? 

A. Yes. 

Q. Did members of the Philadelphia Police 
Department, brother officers of yours, 
tell you that they felt that he was a 
member of organized crime? 

A. Yes. 

Q. Now, the question I have now, keeping all 
tha t you've heard in mind, why woulrJ you 
have all of these discussions with Mr. 
Palermo, given the fact that you've heard 
through reliable sources that he is a 
member of organized crime, if you are a 
boxing manager, I icensed to manage in the 
State of New Jersey? 

A. Our discussions were purely general, 
generalizations. He never, whenever we 
met, talked or tried to do anything that 
would appear to be anything involving 
organized cri1l\e .•• He came down into the 
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gym. He came into the gym. When we had a 
drink or whatever, I knew the fella, I 
knew the guy, there was nothing wrong -
he never did anything illegal in front of 
me. We never di sc ussed anyth ing illeg al • 
Why shouldn't I talk to him? 

Cristelli and Boxing 

Cristelli didn't become active in boxing as a business pur
sui t until the 1980' s when, after a succession of ventures, he 
joined in incorporating the now defunct Blackwood Boys Club as a 
training gym for boxers. His interest in boxing was shared by 
the powerful Scarfo mob soldier Thomas DelGiorno, a friend with 
whom he had discussed the formation of a national security guards 
union and who is reputed to have a secret ownership interest in a 
number of boxers. (Cristelli lives in Blackwood, where he 
operates a general merchandise store. Nearby is a building 
Cristelli once rented, for conversion into a steak house, to his 
friend Mike Marrone, a Scarfo gang soldier who never made it as a 
restaurateur). By 1982 Cristelli, a licensed boxing manager and 
second, was acquiring fighters, including Andre (Sugarman) 
Cooper, and had incorporated Butch Cristelli Enterprises as the 
umbrella for his mob-flavored boxing deals. 

Cristelli and the Mob 

The Blackwood Boys Club was visited on occasion by the aging 
Scarfo-Bruno mob soldier Palermo, who once was convicted of a 
boxing-related extortion charge. As long ago as 1980 Cristelli 
and Palermo tal ked about gett ing the I atter I icensed in New 
Jersey to manage boxers, at meetings at Atlantic City's casinos 
as well as at the Blackwood gym. The following excerpts from 
Cristelli's testimony relate to discussions on boxing with 
Palermo: 

Q. 

A. 

Have you ever had any discussions with 
Mr. Palermo concerning his involvement in 
the boxing industry? 
I think one time we had 
discussion about him trying 
license in New Jersey. 

a 
to 

general 
get a 

Q. And could you tell us when that discussion 
took place? 

A. Somewhere between 1980 and 1983 -- 1984. 

Q. Have you met with Mr. Palermo outside of 
the casinos in Atlantic City? Last time 
you testified you met him a couple of 
times in the casinos. Have you met him 
outside the casinos? 

A. Yeah, I think I did. 
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Q. Where? 
A. Oh, I think down at the Blackwood Boys 

Club. 

Q. How often would you have met him at the 
Blackwood Boys Club since 1980 

A. Not too often. 

Q. During those meetings, did you and he 
discuss boxing? 

A. Are you talking about prearranged meetings 
or him just coming into the gym? 

Q. Let's take it apart. Did you and he have 
any prearranged meetings at any time, I 
mean since 19 --

A. Not that I recall. But we've tal ked about 
the Blackwood Boys Club. He'd pop in 
there, I didn't know he was coming, stop 
in, see the fighters, just general 
conversation. 

* * * 
Q. Did you ever discuss with Mr. Palermo, 

either on this occasion or any other 
occasions, what his interest is in boxing? 

A. Like I told you, he had said that he 
wanted -- he was going to try and get a 
manager's license and get back into 
box ing . 

Q. Well, did he ever discuss with you any 
specific interest he had in any particular 
fighters as fighters that he would like to 
manage or he was thinking of obtaining the 
rights to manage? 

A. I don't remember. I don't remember him 
discussing anything like that. He might 
have, I'm not sure. 

Q. When was the last time that you met Mr. 
Palermo? 

A. I guess it was about maybe a year, year 
and a half ago. 

Q. Could you have met Mr. Palermo within the 
past six months? 

A. Yes. 

Q. 
A. 

will you tell 
I believe I 
Holiday Inn. 

Q. Where? 

us where you met him? 
was having coffee at the 
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is it 70 across from the 

Q. And he just happened to corne by the same 
Holiday Inn? 

A. Yes, yeah. 

Mobster Palermo "Happened By" 

As with other witnesses who were in or close to the under
world, Cristelli's recollections faded when the subject of mob 
contacts was raised. A "couple" of meetings with gangsters could 
be 20 or 100 meetings, "several" talks could be a series of 
discussions and, as in the case of Blinky Palermo "happening to 
corne by" Cristelli in a restaurant on Route 70 in Cherry Hill, 
so-called chance meetings were much more likely to have been 
carefully pre-arranged. 

So far as Cristelli could recall, his Route 70 meeting was 
with Rocco Auletto, since deceased, a onetime Bruno gang 
bookmaking and loansharking operator in South Jersey who also 
knew Palermo. Auletto many years ago fought professionally as 
Roxy Allen. (He was knocked out by the future heavyweight 
champion Jersey Joe Walcott in 1935.) Following are excerpts 
from Cristelli' s testimony on the Route 70 incident, which the 
witness said included Palermo's lawyer Robert Gabriel: 

Q. This meeting was not a predetermined 
meeting? 

A. No, not to my knowl edge, not to my 
recollection, no. 

Q. Who were you at the Holiday Inn with? 
A. Roxy Allen. 

Q. Is Roxy Allen's real name Rocco Auletto? 
A. Yes. 

Q. When Mr. Palermo carne to the Holiday Inn, 
did he sit down at the same t abl e wi th you 
people, with you and Mr. Allen? 

A. No. 

Q. Did you sit at his table? 

A. I think I went over to his table after we 
got done -- we were read y to leave, I went 
over to his table. 

Q. And what was discussed? 
A. His lawyer was there, [Robert] Gabriel. 

'Q. And what was discussed between Mr. 
Gabriel, you and Mr. Palermo? 

A. Well, Mr. Gabriel and I had a general 
conversation about years ago. 
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Q. Did you know him years ago? 
A. Yeah, he was a district attorney and I was 

a policeman, and just general conver
sat ion. 

Q. Did the topic of boxing come up during 
that general conversation at any time? 

A. It probably did, you know, I just don't 
remember. You're going to ask me what -
I don't remember. It was just something 
-- maybe it could have been, you know, did 
you get Cooper back? Is he still away? 
Is he coming back? I don't know, I don't 
remember. 

Mob Advice Sought on Closed Circuit 

At one point in his SCI testimony Cristelli and his lawyer 
tried to minimize the probability that boxing was a prime topic 
of conversations with Palermo. However, Cristelli did confi,rm 
one boxing proposal that he discussed with Palermo. This 
proposal concerned Cristelli's decision to tap whatever 
"expertise" Palermo had on operating closed circuit TV broadcasts 
in connection with Gerry Cooney's scheduled attempt to capture 
Larry Holmes's WEC heavyweight championship title in 1932. 
Cr istelli did get a closed c ircui t locat ion in Vineland in 1982 
for the Holmes-Cooney fight and was aided in this venture by his 
uncle, Alfred Cicotelli, a particularly close friend of the late 
Frankie Flowers D'Alfonso. Excerpts from Cristelli's testimony 
describe how he turned to Palermo for assistance in his first TV 
venture in boxing: 

Q. Can you tell us why you were discussing 
this with Mr. Palermo? 

A. It just started out [as a] general 
conversation about me having closed 
circuit TV. I believe he was down at the 
gy~, came down to the gym. 

Q. l-lho initiated the conversation? 
A. I might have, he might have, I don't 

really remember. 

Q. Was he going to take any part of this 
closed circuit? 

A. Well, it was in the discussion stages at 
that time. If I did get it and if the 
fight did go off, then if he had any 
expertise in that area, because I was just 
a Johnnie-corne-lately in that area, okay? 
And if he knew of any situations, that was 
it. 

Q. Well, what expertise did Mr. Palermo have 
in the closed circuit coverage of boxing 
events? 
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I didn't know at that 

Q. Well, you said that if you learned that he 
had expert ise, and you were a Johnnie
come-lately--

A. This was the discussion, if he could have 
been any part, to help out. 

Q. Could you elaborate a little more on 
that? I mean, you had discussions wi th 
him. How would he have been able to help 
out? 

A. Maybe getting the TV cameras, maybe 
getting the places, maybe getting a 
location, looking at several locations. 
That's it. 

Q. But during those discussions, is it not a 
fact that Mr. Palermo was telling you that 
he al read y has been involved in the closed 
circuit aspects and he could get the TV 
cameras or he could get equipment that 
might be needed to put on closed circuit 
events? 

A. I think you're twisting it around a little 
bit, Mr. Lynch. I'm telling you I don't 
really recall who said what. I know this 
was the discussion. The discussion was I 
was going to get closed circuits TV, 
okay? Whether he brought it up to me or I 
brought it up to him, and it just -- not, 
Hey, you want to go in business with me? 
Or, Hey you got closed circuit TV, you 
know, can I be part of it? 

It just came up in generalities and as we 
were discussing, you know, what closed 
circuit TV entails, okay? Getting a 
location, getting the TV cameras, getting 
it set up, do you follow? And it was -
well, maybe I can get this spot over here, 
I might know the guy down at Holiday Inn, 
maybe we can rent that place out. That 
was, you know, the conversation at that 
particular time. 

Q. Did he, during any of these "conversations 
or during the conversation when you were 
discussing the closed circuit, ever 
mention the name Frank D'Alfonso as a 
possibility of someone he could contact in 
the closed circuit field? 

A. Are you talking about as part of, being 
part of my closed circuit TV operation? 
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Q. We'll take that first, yes. 
A. No, uh, uh • 

Q. Did he ever discuss with you that he has 
already worked with Frank D'Alfonso in the 
closed circuit area where he could help 
you with? 

A. I don't think so. 

The SCI believes Cristelli sought Palermo's advice because 
he knew Palermo and D'Alfonso had the controlling financial 
interest. 

Palermo and Promoter Joe Hand 

Cristelli testified that Palermo invited Promoter Joe Hand 
to participate in the closed circuit TV tal'ks. (Hand and 
Palermo in their testimony at the SCI denied Cristelli's 
statements). Cristelli's testimony on the TV talks continued: 

Q. You ind ica ted the las t time you were 
before us that you knew a promoter by the 
name of Joseph Hand, Joe Hand, is that 
correct? 

A. Yes. 

Q. Did you ever meet wi th Joe Hand and Frank 
Palermo and discuss anything to do with 
closed circuit or boxing in general? 

A. Joe Hand, Mr. Palermo and myself, yes. 

Q. w:>uld you tell us why the three of you met 
to discuss either closed circuit or boxing 
in general and what was discussed? 

A. It was closed circui t. 

Q. What was discussed? 
A. It was discussed that Joe Hand had the 

expertise, okay? He had run closed 
circuit for years, and there was 
discussion about me having South Jersey 
with Joe Hand. 

Q. Earl ier, you testified that you and Mr. 
Palermo had discussed closed circuit at 
the Blackwood Boys Club. Now you're 
stating that Joe Hand also was involved in 
some discussion because he had the 
expertise. My question is, did Mr. 
Palermo bring Joe Hand into these 
discussions? 

A. Yes. 
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How often would you have 
company of Mr. Palermo and 
how many occasions? 
Not too many, maybe once, 
three times. 

been in the 
Mr. Hand, on 

twice, maybe 

Q. How did Mr. D'Alfonso discuss closed 
circuit with Mr. Palermo and you? 

A. Mr. D'Alfonso and myself were having 
coffee or lunch or something and Mr. 
Palermo arrived and it was just general 
conversation and the closed circuit TV had 
come up, okay? And the discussion was 
more or less, are you goin:! to run the 
place in Vineland, were you trying to get 
the place in Vineland? And that was it. 
It was just generalities, nothing 
specific. It was nothing specific in the 
conversat ion about closed circui t TV. 

Q. How often would you ha'le been in the 
company wi th Mr. D' Al fonso when you al so 
met Mr. Palermo to discuss anything, 
whether it's a hello or a goodbye or 
boxing? 

A. Not too many times. 

Q. When you say not too many, give me a 
number. 

A. Once, twice, maybe three times. 

Uncle Invests $10,000 

Cr istell i' s uncle, Al fred Cicotelli, who test i fi ed at the 
SCI about his mob friends, including Frankie Flowers D'Alfonso, 
also described his investment in his nephew's first closed 
circuit television boxing venture, in Vineland in June, 1982: 

Q. What was the, purpose of forming Knockout 
Promotions? 

A. As far as I know, it was something on a 
closed-circuit TV at the Holmes and Cooney 
fight and I says, okay, fine, I'll get 
involved. 

Q. Did you have any prior experience in the 
boxing ind ustry? 

A. No, sirree, and I never even seen a live 
fight in my 59 years. The only time I've 
seen fights is with the casino sending me 
tickets or asking me if I want to attend a 
fight. 

Q. Let me ask you this: Did you at any time 
enter into any financial agreement wi th 
Mr. Cristelli --
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A. Never. 

Q. -- for this Knockout Promotions? 
A. Oh, Knockout, yes. On the Knockout I 

did. In fact, my share of the thing was 
around $10,000, and which I lost over a 
thousand dollars. 

Q. Did you know what Mr. Cristelli's 
relationship was with the boxing industry? 

A. As far as I knew that he had a fighter, 
and that's about all that I know. 

Q. Now, you indicated that you had to invest 
$10,000? 

A. Well, that's what the share was that it 
cost me at the end of the, at the end of 
the thing. After all the money was 
counted and whatnot, my share of the thing 
was around maybe 11, 10,000, something, 
and I paid it and that was it, and I 
washed my hands of it and I don't even 
want to hear about closed-circui t TV or 
boxi ng. 

Mob Parley on Closed Circuit 

The SCI received information about another meeting on the 
closed circuit issue. Among those present at this meeting, 
according to State Police surveillance, were D'Alfonso, Cristelli 
and Cicotelli. The parley was at the Sand s Hotel and Casino on 
September 16, 1982. This meeting was confirmed in testimony at 
the SCI by boxing manager Carmen Graziano, who also was present. 

Cristelli's memory lapses became pronounced when he was 
asked about the Sands Hotel meeting. He testified that while it 
was "possible" such a meeting took place, he couldn't recall any 
discussion with D'Alfonso of a South Jersey "problem" with closed 
circuit television broadcasts of boxing events: 

Q. Do you recall having a discussion on 
September 16th, 1982, with Mr. D'Alfonso, 
wherein Mr. D'Alfonso discussed the 
problem that he was having with closed 
circui t screens in southern New Jersey? 

A. In' 82? 

Q. In 1982, September 16th, 1982 at the Sands 
Hotel & Casino? 

A. I really don't remember that. 

Q. 

A. 

Do you recall discussing with 
D'Alfonso that at any casino --
I don't recall that discussion. 
couldn't recall what we discussed. 

Mr. 

I 
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Cicotelli Also Can't Remember 

Cristelli's uncle Alfred 
memory lapse as his nephew when 
D'Alfonso meeting, at which he 
boxing TV issue: 

Cicotelli had as pronounced a 
he was asked at the SCI about the 
was present, on the South Jersey 

Q. Well, do you recall having a discussion on 
that date at the Sands Hotel & Casino 
where closed-circuit 
disc uS,sed wi th Mr • 
D'Alfonso? 

events were oeing 
Cristelli and Mr. 

A. No, sir, I don't recall anything like 
that. 

Q. We have interviewed Carmen Graziano and he 
testified that those discussions were 
taking place while he was there with you 
and Mr. Cristelli and Mr. D'Alfonso. Does 
that further your recollection? 

A. No, sirree. In fact 

Q. It never happened? 
A. Never. I don't remember anything like 

that happening. 

Q. 

A. 

Q. 

A. 

Do you recall anything happening on that 
night wherein Mr. D'Alfonso was kind of 
upset at the way the closed-circui t event 
occurred wi th Cooney-Holmes wherein other 
individuals were taking some of his 
profits from the closed-circuit events? 
No, sir, I can't remember anything like 
that. 

Was there any discuss ion about Frank 
"Blinky" Palermo on that specific night? 
I can't remember anything like that. I 
tell you, that's unbelieveable. 

At ,least one of the participants in the meeting had a 
sharper recollection of it than Cristelli and Cicotelli had. 
Boxing Manager Graziano, for example, remembered some of the 
details, as he testified: 

Q. 

A. 

Was there any discussion about the boxing 
closed circuit ind ustry at that time? 
That's what it was, closed circuit 
discussion. Trying to get a fight at 
Pennsauken, Halloran Plaza something, that 
kind of thing. 

Q. Did they ask you your opinion on the 
closed circuit? 
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A. Yes. Asked me if it had any appeal. •. and 
I said yes. It did have a tremendous 
amount of appeal, because Camden is a 
hundred percent black and Camden is five 
minutes from Halloran Plaza. 

Cristelli on D'Alfonso 

It should be noted here that ex-cop Cristelli was as 
disbelieving of police files and reports by fellow officers 
confirming D'Alfonso's mobster status as he was in the case of 
Blinky Palermo, according to these excerpts from his testimony: 

Q. Have you ever heard -- and you ind icated 
that you have heard that Mr. D'Alfonso is 
a member of organized cri:T1e. Could you 
tell us what you heard about f-lr. 
D'Alfonso's involvement with organized 

. ? crlme. 
A. The same thing, street talk, what you read 

in the newspaper. 

Q. Now, you also mentioned that you were a 
member of the Philadelphia Police 
Department. Were there police reports 
which indicated that Mr. D'Alfonso was a 
member of org an ized crime? 

A. Yes. 

Q. And did you have discussions with brother 
officers that Mr. D'Alfonso was a member 
of organized crime? 

A. Yes. 

Q. Did you ever have discussions wi th Mr. 
D' Al fonso concerning these all egat ions 
that he was a member of organized crime? 

A. Per se, no, we never discussed that 
because I don't believe that Mr. D'Alfonso 
is part of any organized crime family. 

Q. But you never --
A. I don't believe that he is. 

Q. But you never di scussed that he was wi th 
him? 

A. No well, only what appeared in the 
paper, we might have said something about 
that. But to go into detail, I thought it 
was a little insulting to the guy. 

Q. You were aware that Mr. Palermo was a 
member of organized crime. You heard that 
Mr. D' Alfonso was a member of organized 
crime. Did you ever ask Mr. D'Alfonso if 
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there's any truth to the rumor that Mr. 
Palermo is a member of organized crime? 

A. No, I never discussed anything like that. 

Palermo's Associations with Boxers 

Despite Cristelli's meager recollections of Blinky Palermo's 
boxing interests and activities, he did indicate that he found 
the gangster in the dressing room of boxers on two occasions. 
Once, Cristelli testified at the SCI, he found Palermo in the 
dressing room of a boxer under contr act to another box ing 
manager, Stephen Traitz, Sr. Cristelli's testimony: 

Q. Have you and Mr. Traitz, Sr., and Mr. 
Palermo been in each other's company at 
the same time? 

A. Yes. 

Q. When was that? 
A. It was during a boxing match, I believe. 

Q. Where? 
A. In the dressing room in one of the 

casinos. 

Q. And what was discussed at that time? 
A. I really don't remember. It was one of 

those situations where Stevie Traitz had 
his kids fighting, I went back into the 
dressing room to wish him luck, and Blinky 
was back there and it was just, "Hey, how 
you doing," whatever. I don't really 
recall any kind of specific conversation. 

Q. Was Stephen Traitz, Jr., fighting that 
day? 

A. To the best of my recollection, I think he 
was. 

Q. Do you have any idea why Mr. Palermo was 
in the dressing room? 

A. No, I have no idea. He was at, you know, 
a lot of fights. 

Q. How often would you have seen him in the 
dressing room of boxers? 

A. I don't -- not too often, I don't think. 

Q. Well, give me an approximate figure. 
A. I think outside of that one time, maybe 

maybe one other time. I'm not even sure 
about that. 
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What He Didn't See Didn't Matter 

Blinky Palermo's criminal record includes a conviction in 
California in 1961 on a federal charge of extortion in connection 
with a prizefighter. He was fined $10,000 and sentenced to a 
15-year term. He served seven years in jail before heading back 
to Philadelphia. Cristelli testified at the SCI that he knew 
Palermo "went to jail for something involving fi<;li-tts." 
Nonetheless, he did attempt to engage in a deal with Palermo. 
When he was asked if a boxing manager's association with an 
individual of Palermo's ill repute was harmful to boxing, 
Cristelli drew peculiar distinctions about his relations with the 
mobster: 

A. • •• He came down in to the gym. He came 
into the gym. When we had a drink or 
whatever, I knew the fella, I knew the 
guy, there was nothing wrong he never 
did anything illeg al in front of me. He 
never discussed anything illegal. Why 
shouldn't I talk to him? 

Joseph Elentrio 

A particularly disturbing relationship between organized 
crime and boxing was personified by Joseph Elentrio of Sewell, a 
South Jersey used car dealer who is licensed to manage fighters 
in New Jersey, pennsylvania and Maryland. According to the 
test imony of wi tnesses at the SCI, he was ex tremely close to 
Thomas DelGiorno, an increasing ly infl uential "made" member of 
Lit tIe Nicky Scarfo's Ph il adelphi a-South Jersey mob. As with 
certain other boxing entrepreneurs cited in this report, Elentrio 
did not become active in the industry until about 1980 and, 
despite a similar lack of· professional background, progressed 
rapidly in acquiring and training fighters with the assistance of 
organized crime members and associates. Elentrio's primary 
mentor has been DelGiorno, but he also associated with such other 
mob figures as the late Sal Testa and Rocco (Roxy Allen) 
Auletto. The latter was a Scarfo crime family soldier who once 
enjoyed the limelight as a heavyweight title contender but 
carried more weight as a bookmaker and loanshark. 

Elentrio and Mobster DelGiorno 

Boxing Manager Elentrio was questioned at the SCI about his 
close relationship with DelGiorno: 

Q. 

A. 

On [photograph exhibits] 
identified one of the 
Thomas DelGiorno. Who is 
Long time friend of mine. 

273 and 274 you 
individuals as 

he? 

Q. How long have you known him? 
A. I'd say more than thirty years. 

Q. Prior to 1980, were you a frequent 
socializer with Thomas DelGiorno? 

A. Yeah, I would say so. 
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Q. How often would you see him prior to 1980? 
A. I have no idea. As much as I see my best 

man and my best friends, I see him. I 
really --

You see a guy for awh ile, then you don't 
see him for awhile, then you see him for 
awhile. I see Tommy enough. I'm starting 
to see him more now since boxing because 
he knows a lot about it. 

Q. Could the basis of your rekindled 
friendship or strong socialization with 
him now be boxing since he knows so much 
about it? 

A. It's possible. 

Q. Have you ever driven Mr. Del Giorno to any 
box ing events? 

A. Oh sure, numerous occasions. 

Q. 
A. 

Why would 
He is a 
boxing. 

you go with him? 
fr iend of mine and he enjoys 

Q. Have you ever been to Mr. DelGiorno's 
home? 

A. Yes, sir, slept there. 

Q. You know him very well? 
A. Yes, sir. 

Elentrio Borrowed Money From DelGiorno 

Elentrio became a mob borrower, from DelGiorno from time to 
time, as he testified: 

Q. Have you ever borrowed any money from him? 
A. Yes, sir. 

Q. How much? 
A. I don't know. 

Q. Large amounts? 
A. On occasion, sometimes, sometimes small 

amounts. 

Q. Any of the money that you borrowed from 
Mr. DelGiorno, did you use it for the 
boxing business? 

A. Sometimes maybe, I don't -- I used it for 
different things. 

Q. When you say n somet imes," could you be 
more specific? 



-95-

A. I would never borrow spec i fically for 
boxing. I just told them I needed money; 
could you lend me money. As I told you, 
in the last four or five years I borrowed 
from a million people. I couldn't begin 
to tell you. I'm starting to get back 
now. 

DelGiorno Admits Loans 

After litigation over DelGiorno's right to inVOke the 5th 
Amendment protection against self-incrimination, he was recalled 
by the SCI to res;?ond to questions that he had agreed in Superior 
Court to answer. Certain of these queries concerned his loans to 
Elentrio, as these excerpts from DelGiorno's testimony 
demonstrate: 

Q. Did you lend him any great amounts of 
money? 

A. I don't know what a great amount of money 
is. 

Q. 

A. 

Did you lend him in the 
dollars? 
I can't remember how much. 
lent him money, but I can't 
exact figures. 

thousands of 

I know I've 
remember the 

Q. Can you remember whe ther or not it was a 
lot or a little? 

A. To me, everything is a lot. So, I would 
have to say it's in the middle of a lot 
and a little. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

A lot could be a million dollars? 
It wasn't a million. 

Was it more than a hundred dollars? 
Yes. It's more than a 
a thousand. 

Less than a thousand? 
Less. 

How often would you have 
On occas ion. In the 
whenever he needed it. 

hundred, less than 

lent him money? 
course of years, 

DelGiorno, Boxers Are "Friendly" 

Elentrio told the SCI that he and DelGiorno often 
discussed sports, and boxing in particular, when they met. He 
testified that he saw the mobster frequently at the J & M Lounge 
in Philadelphia, which is owned by DelGiorno and his wife, among 
others. Elentrio also testified that his boxers were friendly 



-96-

with DelGiorno, who met them in bars 
treated them to meals, and even gave 
excerpts from Elentrio's testimony 
Elentrio's most prized mob connection: 

or at their 
them cash. 
suggest the 

training gym, 
The following 
closeness of 

Q. Have you ever heard Mr. DelGiorno has a 
lot of income that he has dr awn from loan 
sharking from Atlantic City and 
Philadelphia? 

A. No, sir. 

Q. When you and Mr. DelGiorno discussed the 
boxing business, what do you discuss? 

A. What I'm doing with my fighters, how I'm 
moving them along. If he thinks I'm going 
in the right direction, if this guy is too 
tough or not too tough or if it's the 
right opponent, different things in 
box ing • 

Q. How friendly are your boxers with ~r. 
DelGiorno? 

A. They all know him. They are all friendly 
with him. 

Q. Do they have numerous conversations with 
him after boxing matches? 

A. I guess they do. 

Q. Now, do you have any idea what Mr. 
DelGiorno discusses with the boxers that 
you manage? 

A. I don't recall anything that I should 
remember. 

Q. Do you know if Mr. DelGiorno has ever had 
any conversations with boxers outside of 
the boxing arena? 

A. I guess he did. 

Q. Did he ever meet any of these boxers at 
the wild Swan Lounge? 

A. He could have, yeah. 

Q. Did he ever meet them in Philadelphia in 
the J & M Lounge? 

A. He could have. 

Q. Do you know or do you not know? 
A. I don't know for sure. I've had all of my 

fighters one time or another--
Q. In the J & M Lounge? 
A. Yes, sir. 

Q. Why would your fighters go to the J & M 
Lounge? 
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A. Same reason any other lounge, there were 
fr iends that I wanted my fighters around, 
thing to do. 

Q. Why would you want Thomas DelGiorno 
around? 

A. Because I've known him twenty years. 
Tasker Lounge, Tasker Cl ub, I've had them 
in the Swan Lounge, I've had them in bars 
allover the city. 

Q. Did Mr. DelGiorno have a financial 
interest in any of these fighters? 

A. No. I'm the only one on paper with any of 
my fighters. If Mr. DelGiorno thinks he 
owns them, that's his problem; if anyone 
else thinks they own it, that's their 
problem. I know who my fighters are, I 
own them. I've never spoke to Mr. 
DelGiorno about owning any of my fighters 
or anything. 

COMMISSIONER GREENBERG: Why would Mr. 
DelGiorno believe he owns part of your 
fighters? 

THE WI'fNESS: 
idea. He has 
does. 

I don't know, 
no reason to 

I have 
believe 

no 
he 

Both Elentrio and DelGiorno denied that the gangster had any 
financial stake in Elentrio's boxers. However, SCI surveilances 
of DelGiorno's conduct at certain meetings with Elentrio's boxers 
at the wild Swan suggested that he had more than a casual 
interest in them. For example, DelGiorno was unusually agitated 
during one Wild Swan talk with boxer DeJesus, after DeJesus had 
finally beaten Dwight Hobson in a poorly contested bout on August 
9, 1983. Elentrio's testimony again: 

Q. On that night you and To~my DelGiorno were 
again in the wild Swan Lounge, Mr. DeJesus 
came into the lounge and you, Tommy 
DelGiorno and Mr. DeJesus had a very 
animated and lengthy conversation, it 
wasn't just hello, a very lengthy 
conversation? Do you have any idea what 
you could have been talking about? 

A. No. 

Q. Do you think Mr. DelGiorno could have been 
quite disturbed with Mr. DeJesus? 

A. No reason to be, no. 

Q. He did appear --
A. Maybe he thought the kid fought lousy and 

was agitated. 
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On November 22, 1983, DeJesus -- who fought under the narne 
of Watusi -- had gained a quick decision and once again headed 
for the wild Swan Lounge. DelGiorno was there, also, corning as 
usual immediately after Elentrio's boxers had completed their 
bouts and without waiting for the featured fights. Elentrio 
testified: 

Q. 

A. 

Could you tell me 
DelGiorno and Edward 
talking about? 
Probably the fight. 

what you, Tommy 
DeJesus would be 

Q. Why would Mr. DelGiorno be involved in 
this discussion? 

A. If you've seen me, I've talked to nine 
million people. You are just interested 
in Tommy DelGiorno, that's why you are 
talking about that particular 
conversat ion. I'm sure if I spoke to 
Tomrny, I spoke to someone after I spoke to 
him. 

Q. I'm talking about DeJesus? 
A. I mean all of us, I bring my fighters over 

to everybody. I try to sell my fighters. 
I take them to as many places, try to talk 
to as many people as I can. 

Did Mobster Have a Hidden Interest? 

SCI surveillances produced numerous indications that a 
hidden but substantial investment had been made in Elentrio's 
boxers by DelGiorno. The gangster not only appeared religiously 
-- until after he was subpoenaed to testify at the SCI -- at all 
of their bouts, but he also was highly vociferous as a ringside 
habitue, complimenting or criticizing their performances and 
receiving congratulations or condolences from companions when 
they won or lost. DelGiorno even visited Elentrio's boxers in 
their dressing rooms, which are areas of restricted access. 
Elentrio was asked about DelGiorno's behavior at prize fights: 

Q. In this photograph Mr. DelGiorno is seated 
at the promoter's tab Ie. Is there any 
reason when your fighter was fighting he 
was at the ringside to watch the fight and 
would admonish them if they did not fight 
well and congratulate them if they did; 
does he have any interest in them? 

A. I guess it's my fight. In other words, if 
you have a fighter they are interested in, 
if he was your friend, do you understand 
what I'm trying to get to. In other 
words, if he was friends with Carmen 
Graziano, you said if Carmen's fighter --
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he was friends with Tommy, he would be 
sitting there if Carmen's fighter was 
fighting, that's the only reason he is 
there. What interest does he have? If he 
thinks he has an interest, then he has a 
problem because he doesn't. 

Q. But the fact remains that Tommy DelGiorno 
leaves a ringside seat: he is still going 
to a restricted area only for promoters 
and the press? 

A. I don't know if that's the area you are 
talking about. 

Q. After your fighter won the battle, and 
this was [Angell Sindo, he fought Steve 
Richardson, there're individuals turning 
to Mr. DelGiorno on the victory, could you 
explain why they are congratulating him? 

A. No. 

Q. You have no idea? 
A. No, I don't. I don't know what he tells 

them when I'm not there. 

Q. Let's just backtrack. On the August 9th, 
1983 fight, we had overheard individuals 
talking about your fighters, and I think 
that was DeJesus, he was referred to as 
Del's kid, why would that be? 

A. I have no idea. I have no idea who you 
overheard it from. Half the people there 
are drunk. Did you ever hear anyone refer 
to Dallas as their team? 

Q. Now, on February the 7th, 1984, these 
pictures were taken, Eddie DeJesus was 
fi<Jhting, im.mediately after his bout 
DeJesus went back to the dressing room, 
Thomas DelGiorno went into the dressing 
room with DeJesus: why would Mr. DelGiorno 
be going back to Mr. DeJesus' dress ing 
room? 

A. Again, because he is a friend of mine. 

Q. That's the only reason, not that he has an 
interest? 

A. No, sir. 

DelGiorno "Bought" a Boxer? 

Although Elentrio steadfastly denied that DelGiorno had a 
financial interest in any of his boxers, the SCI was informed 
otherwise during the sworn testimony of another New 
Jersey-licensed manager and trainer, Nicholas Belfiore. In 1983, 
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Belfiore said, he sold his 
Reggie Boyer to Elentrio for 
it. Following is Belfiore's 
reference to the "brothers" 
Elentrio) : 

contract with middleweight boxer 
$2,000 -- and DelGiorno paid for 
testimony on the Boyer deal (his 
includes both Robert and Joseph 

Q. I'm going to show you a photograph which 
has been marked as [Exhibit] 249 and the 
individual with the striped shirt has been 
identified as Thomas DelGiorno. I ask you 
if you have ever seen this individual. 

A. Yeah, I know him to see him. He was 
involved wi th that Jun iper Gym wi th them 
two brothers that I told you. 

Q. How did you know he was involved with 
them? 

A. The way I understand, I had a fighter 
named Reggie Boyer. 

Q. Okay. 
A. And he was comi ng along good. He had six 

wins, he turned around one day, he says, 
"I don't think you're a good manager and 
trainer ," and I was giving him money every 
week. He was into me for like 4 or 500. 
I said there's only one thing for me to do 
is get rid of this guy and I sold him to 
this guy because I heard he put up the 
money, $2000. 

Q. This Tommy DelGiorno? 
A. Yeah. 

Q. How did the negotiations work out? Did 
you go to Tommy DelGiorno? 

A. No, I didn't go to him. I gave it to 
what's-a-name brothers. 

Q. When you spoke about it, you spoke about 
it to Reggie Boyer? 

A. No, the deal I made with Joe. He said 
Tommy don't want to go that much. That's 
how I knew he put up the money. 

Q. That's what I wanted to get clear. He was 
telling you Tommy would pay the money? 

A. Yeah. I wanted 2500. He says he won't go 
more than 2000. I said let me get rid of 
this guy before I hit him in the head with 
a baseball bat. 

Q. You're talking about Reggie Boyer now? 
A. Yeah. He's in jail now. He went back to 

jail. Good thing that I got rid of him. 
At least I got 1500. I had eight months. 
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He owed me eight something. He's in 
jail. He shot a guy in a holdup I heard 
he's serving ten years. Good for him. 

Q. Let me ask you this: Tommy -- according 
to Joey Elentrio, Tommy wouldn't go 2500 
and you agreed to --

A. 2000. 

Q. Well, did Joe tell you that he put up 
money for other fighters? 

A. No, no. No, I told him I wanted to sell 
him, I told him I wanted 2500. He turned 
around and said Tommy won't go 2500. 
That's how I know. 

$7,616 "In a Brown Paper Bag" 

On March 2, 1983, at about 8 P.M., a Philadelphia police 
patrol stopped a plush rental car occupied by Elentrio and 
DelGiorno. A paper bag containing $7,616 was found under the 
front seat, money presumed by the police to be gambling 
proceeds. Elentrio contended he knew nothing and said nothing 
about the cache. DelGiorno refused to answer questions about it, 
asserting his constitutional privilege against self-incrirnin
ation. Following is Elentrio's limited testimony on the issue: 

Q. You were in the car. Do you recall being 
stopped? 

A. I remember being stopped by cops one time 
with Tommy, but I don't think I was 
driving, I don't remember the car or 
anything. 

Q. Do you recall on the floor of the front 
seat of that car there was a brown paper 
bag which contained $7,616 in small bills? 

A. Yes. 

Q. Where was that money from? 
A. I have no idea. 

Q. Was that money part of the gambling 
proceeds? 

A. I have no idea. I had a hundred dollars 
in my pocket, maybe, fifty. I have no --

Q. Was the Lor imar Limited car leased out 0 f 
a rental, or a used car place, that you 
owned or worked out of? 

A. Yeah. I don't think it was my car, no. I 
was driving? 

Q. I didn't say you were 
were in the car and 
from Lorimar Limited. 

driving. 
the car 

I said you 
was rented 
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A. The time I don't know, I don't 
remember. All I remember, the time we got 
stopped, I remember that time, he had the 
money under the seat, right, but I don't 
even remember the car, I thought it was 
his Cadillac or his Lincoln. 

Q. What do you know about the money that was 
found in the car? 

A. Absolutely nothing. 

Q. What did Mr. DelGiorno say about the money 
in the car? 

A. I didn't ask him. 

Q. Nothing was ever discussed? 
A. No. 

Q. 
A. 

Did you at 
I said it 
laughed. 

any time 
was a lot 

Elentrio Hypnotized Himself? 

of money and he 

When Elentr io was recalled for que stiorl ing by the SCI, his 
recollections were extremely vague, particularly in connection 
with reports that mob money was utilized to purchase a hidden 
interest in certain fighters he had under contract. Indeed, he 
claimed that "when I walked out of here I walked out of boxing." 
He contended that he boned up on hypnosis and even "tr i ed to 
hypnotize myselL" His excuse for failing to respond more fully 
to questions, he contended, was his concentrated effort at 
"blanking this stuff out of my mind." It was the first time that 
an SCI-subpoenaed witness had attributed a faulty memory to 
sel f-hypnosi s. 

Joseph Verne, Promoter 

Joseph Verne, 38, of Huntington Valley, Pa.,a wholesale 
furniture distributor with his father and brother, is a 
Pennsylvania-licensed boxing promoter who also has co-sponsored 
fights in Atlantic City, where he and his family own a horne. He 
has acted as a co-promoter of his New Jersey events because his 
appl ica tion for a New Jersey promoter's license has been held up 
by an investigation that is now in its third year. (No license 
is needed in New Jersey to act as a co-promoter). The reason for 
the delay in acting on Verne's license, according to Robert Lee, 
who was the deputy commissioner at the time, was a continuing 
review of informat ion connecting Verne wi th "shady characters." 
Despite his lack of New Jersey boxing credentials and his reduced 
boxing activities, Verne's links to organized crime warrant 
attention in this report. For example, Verne owns 30-odd pieces 
of real estate, about half of them in New Jersey (mostly in the 
Atlantic City area), and has had extensive realty transactions 
with Kenny Shapiro, the Scarfo mob's deal-maker, and with Kenny's 
brother Barry Shapiro, whose box ing activ i ties Kenny finances. 
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The closeness of Verne's association with Kenny Shapiro is 
suggested by his SCI testimony that he has known Kenny for from 
15 to 20 years and has welcomed Shapiro to his home "from 50 to 
100 times." 

Verne's Boxing Background 

Verne is the sole principal of Joe Verne Boxing Promotions, 
the corporate umbrella for his boxing business. The promotion 
company is headquartered in Philadelphia at the family's Home 
Line Industries facility and uses its telephones. He testified 
that he has had promotional con tracts wi th boxers of varying 
talents such as Freddy Reyes, Ricky Whitt, Marvis, Mark, Rodney 
and Joe Frazier, Jr., Gregg Edelman and Joey Giardello, Jr. 
Verne has loaned various SU'llS of money to boxers, includin9 
Dwight Braxton, the United States Boxing Association's 
cruiserweight champion. Verne's immunized testimony on the 
Braxton loan suggests how boxers can be brought under the 
influence of an organized crime associate: 

Q. Did you ever lend Dwight Braxton any 
money? 

A. I possibly could have. 

Q. Could you tell us under 'Ni1at circumstances 
that occurred? 

A. Just came 
you know, 
something 

in one day and wanted to borrow, 
$50, a hundred dollars, $200, 

like that. 

Q. And you just gave it to him? 
A. I'm like that. 

Q. 

A. 

He just came in and said, ·Can 
money?" And you just gave it to 
He didn't sign nothing. Just 
money. 

I borrow 
him? 
lent him 

COMMISSIONER ALONGI: 
much you lent him? 

Do you recall how 

THE WITNESS: No, I really don't. I think 
in fact he still owes me some money that's 
about three years old. 

COMMISSIONER ALONGI: Was it more than one 
occasion? 

THE WITNESS: Oh, yeah. 

BY MR. LYNCH: 

Q. Is there any 
received that 
Braxton had a 
not? 

reason why you have never 
money back? I mean, IIIr. 
few large paychecks, did he 
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A. He sure did. 

Q. Did you ever talk to him about getting the 
money back? 

A. No, I don't think so. Yeah, I think I 
did. I did mention it to him a couple of 
times when I ran into him down at the 
fights. He said he'd be up to see me. 
Not that tough. Can't fight. 

Q. What were you intending to get back from 
just giving this individual the money? 

A. Nothing. 

Q You were not his manager, right? 
A. I had nothing to do with him. 

Verne's Mob Connections 

Verne's close relationship with organized crime figures, 
chiefl y the high-rankin,) me,T1bers of Nicky Scarfo's mob, offe rs a 
sobering reflection of the ominous presence of organized crime in 
the boxing industry. As Verne's links with gangsters are listed 
below, the reader should remember that he was closely al igned 
with promoter Joe Hand in sponsoring at least three major boxing 
events in _lI.tlantic City despite his inability to gain a New 
Jersey license. The abrupt and premature conclusion of several 
prizefights during these promotions raised questions at the SCI 
about pre-arranged dives. 

Verne is an almost constant companion of Edward (Ricky) 
Casale, a roofer by trade and one of Nicky Scarfo's closest 
confidants. lie has had social and business transactions with top 
Scarfo gang members Philip Leonetti and Lawrence and Salvatore 
Merlino. Indeed, Verne told the SCI that he has transacteil 
business deals with the Scarfo mob's corporate front, Scarf, 
Inc., to the extent of $15,000 or $20,000. Frank (Blinky) 
Palermo, another veteran mobster, also is a fr iend of Verne's. 
In addition, along with other mob members and associates, Verne 
has bought suits from AI Certo, the Secaucus tailor who also was 
Geneovese gangster John DiGilio's close companion. 

Although his responses to questions about organized crime 
figures were as guarded as those of other mob-connected witnesses 
at the SCI, some idea of Verne's ties with the mob is suggested 
in his testimony. For example, he described his nUmerous 
contacts wi th Casale as follows: 

Q. Since you met him, how often would you 
have seen Ricky Casale on a monthly basis? 

A. I don't know if it was monthly. I've seen 
Ricky a hundred times, 200 times. 

Q. Have you ever gone out socially with him? 
A. Yes, I have. 

Q. Where? 
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A. Philadelphia, Atlantic City. 

Q. Have you spoken to him on the telephone? 
A. Yes. 

Verne's admittedly close association with Casale suggests 
that he also was in gang boss Scarfo's company frequently -- far 
more often than he obviously wanted to concede at the SCI: 

Q. Do you know an indiVidual by the name of 
Nicodemo Scarfo? 

A. Yes, I do. 

Q. When did you first meet him? 
A. Six, seven, eight years ago. 

Q. Could you tell us under what circumstances 
you met him? 

A. I don't remember. 

Q. Well, could you tell us how often you have 
been Mr. Scarfo since the first time you 
met him? 

A. I seen him four or five times, six times .. 

Q. Could you tell us what circumstances you 
saw him under? 

A. Just to run into him in an affair or a 
res taur ant. 

John Barr, -Fix Man-

The boxing industry's callous disregard for the health and 
welfare of the young men whose bouts generate its revenues 
borders on criminality. Many youths who are lured into the fight 
game are poor, uneducated often to the point of illiteracy, and 
desperate for sustenance. From this pool of unfortunates come 
the victims of mismatches contr ived by greed y promoters and 
managers to inflate the win-records of more promising boxers with 
whom they have contracts. Because of inadequate regulatory 
efforts to cope with such night-of-the-event problems as 
unchecked substitutions, inadequate credentials, questionable 
identifications and unconfirmed licensure, it has been relatively 
easy to recruit unknown and inexperienced boxers as easy-to-beat 
or "fall down" opponents for stronger fighters whose cha'1lpionship 
potential would thus be enhanced. One recruiter of such 
mismatched boxers was John Barr of Philadelphia. He is a former 
licensed boxing manager but has not been accredited in New Jersey 
since 1983. The SCI heard testimony from an informant who 
described Barr as a "fix man" for people who want to win a 
fight. This informant explained that if a promoter or manager 
wanted to safeguard and expand a fighter's winning record, he 
would recruit opponents through Barr, who was known for providing 
fighters who were sure losers. 
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A former manager from Philadelphia, Robert Taylor, who 
received immunity from prosecution, testified at the SCI that he 
first met Barr when he returned to a gym where he had once 
trained and found Barr was running the gym. Taylor testified 
that Barr soon became friendly and offered to compensate him for 
wrapping fighters' hands, working corners and the like. Taylor 
noted that Barr's fighters always lost and testified about this 
observat ion: 

A. • •• And I worked with the fighters there 
and then he [Barr) started taking me 
around from place to place, and I was 
noticing that his fighters will always 
lose or something like that. And then he 
pulled me to the side one day and told me 
that he fixed fights. He makes sure that, 
that his guys lose cause he gets paid for 

Taylor further testified that he was often present when Barr 
told his fighters what round in which to lose or "go out": 

Q. Did you know that or did you hear Barr 
talking to his fighters 

A. Yeah. 

Q. -- and telling them they had to go down in 
the first round? 

A. Oh, yeah. 

Q. So that was in the open? 
A. Yeah. In fact, we used to travel together 

to fights in cars, you know what I'm 
saying, and he would tell which fighter to 
go out in which round, you know ..• 

Commissioner Altered Weights? 

A review of State Athletic Commission records revealed an 
al teration of the weights of two fighters in a bout in North 
Jersey in July, 1982 between Anthony Adams and Tony Coster. 
Adams, who was managed by Barr and worked out at Barr's gym, 
weighed in at 176 pounds. He had a record of five straight 
losses. Coster, who weighed in at 217 pounds, had a record of 
three wins and no losses. Adams was called to testify, as an 
immunized witness, about this mismatch: 

Q. I would like to specifically call your 
attention to a boxing event which took 
place on July 2nd, 1982. On that 
part icular date you fought at the Rall ye 
Racquet Club. Do you recall that? 

A. Yes. 

Q. Your opponent was Tony Coster. 
recall fighting him on that date? 

A. Yes. 

Do you 
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Q. From the records that we have from the 
Athletic COITunission, there is a dis
crepancy in your weight and your oppo
nent's weight. I show you Exhibits 370 
and 371. 370 is two yellow sheets of 
paper with handwriting on various boxers 
who fought on that particular night. It 
was obtained from the Athletic 
Commission's files by the SCI. [The 
exhibit] indicates it's a six rounder 
between Tony Coster and Tony Adams. Also 
there is a number 217-1/2 and a number 
180. Could you tell us if those numbers 
were the weights of the boxers on that 
date? 

A. Yes, it did refer to the weights. 

Q. Do you recall weighing in at approximately 
180 on that date? 

A. No, I was weighing 176. 

Q. I now show you Exhibit 317 which is a 
fighter information sheet, again taken 
from the files of the State Athletic 
Commission. The fighter information sheet 
shows boxer number one as Tony Coster and 
boxer number two as Tony Adams. There 
appears to be a change in the weight which 
is listed next to Tony Coster. It appears 
that it was 217-1/2 and it is marked down 
210-1/2 and your s is marked 180 and 190 
was written on top of that. There does 
appear to be a weight discrepancy there. 
Can you tell us what you recall about that 
discrepancy? And who was present from the 
State Athletic Co~nission? 

A. Okay. I know that Bob Lee was there. I 
think that he is the comrnissioner of the 
boxers. 

Q. Did he know you weighed in at 176? 
A. Yes. 

Q. Did he also -- were you aware that he knew 
that Mr. Coster weighed in at 217-1/2? 

A. Yes. 

Q. Did he have anything to say about the 
changing of these weights on this date? 

A. Yes, he is the one that chang ed them. 

Q. How you do know that? 
A. Because in the office he said he was going 

to push my weight up some and I know he 
was going to move Tony Coster's weight 
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down but he told me that he was going to 
push mine up. 

Q. Did he indicate why? 
A. Yeah, because I was too light. 

Q. Do you think [with] the orig inal we ight 
difference of 176 and 217-1/2 that you had 
a chance of winning this fight? 

A. No. 

Q. Who was your manager in that part icular 
fight? 

A. Johnny Barr. 

Q. 

A. 

How soon pr ior 
that you were 
night? 
I didn't know. 

to the f igh t did you know 
going to fight on that 

I think the day before. 

Q. The day before he told you? 
A. Yes. 

Q. Who was your trainer on that particular -
for that particular fight? 

A. Johnny Barr. 

Q. What was your impression on that 
particular date as to whether or not you 
were going to be winning or losing? Did 
anyone talk to you about that? 

A. No, nobody talked to me about it. Just 
looking at Tony Coster I knew that I 
didn't really have a chance. 

Q. Did you, in fact, lose? 
A. Yes. 

Q. Were you knocked out? 
A. No, they stopped the fight in the first 

round. 

Q. After they stopped the fight, were you 
placed on any type of suspension by the 
State Athletic Commission? 

A. Yes. 

Q. Who suspended you? 
A. Bob Lee. 

Q. Did he indicate why he suspended you? 
A. He said because I didn't fight good. 

Barr, also testifying under immunity, told a similar story 
of these events. He was asked to eval ua te the merits of a bout 
between a 217-pound fighter and one 37 pounds lighter: 
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Q. In boxing circles, would that be an even 
match? 

A. That's what you call a massacre. 

Then deputy Commissioner Lee was questioned about the 
Coster-Adams match and initially denied being present at it. 
Even after being confronted wi th documentation establi shing his 
presence there, his recollections of the match were vague, 
although he pointed out that in the heavyweight division at the 
time this type of mismatch was permitted. When pressed about the 
weight alterations, he contended that he "did not have anything 
to do with this particular fight ••• " 

A Phony Substitution 

Three weeks later, on July 27, 1982, at the Tropicana Hotel 
& Casino, Adams fought again while he was still suspended 
under an assumed name. According to Adams, who was still managed 
by John Barr, he was the third replace:nent opponent for Bob 
Quarry, the younger brother of heavyweight Jerry Quarry. 

Anthony Adams reme'nbered the night he climbed through the 
ropes under the alias of Clifford Smith: 

Q. Were you ever informed by Johnny Barr or 
anyone that you might fiqht that night or 
was that ever discusseCl wit'1 you before 
you went to Atlantic City? 

A. No. 

Q. What was the outcome of that fight? 
A. I was knocked out in the first round. 

Q. How did you get into the ring? 
A. Johnny Barr came to the room and they told 

me that I was going to fight because none 
of us had any money to come back home wi th 
and they gave me the name Cliff Smith, 
Clifford Smith. 

Q. You were instructed you were going to be 
fighting under the name Cliff Smith? 

A. Yes. 

Q. And the reason why you had to fight under 
the name of Cliff Smith was why? 

A. Because I was suspended in New Jersey. 

Q. Tell us what happened when you got in the 
ring? How long did you last? 

A. About two minutes and a hal f. 

Q. Was there any questioning of you by any 
member of the Athletic Commission asking 
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you for identification that you were Cliff 
Smith? 

A. No, nobody asked me for no identification. 

Q. You just went down and said "my name is 
Cliff Smith" and they accepted it? 

A. Yes. 

Q. Were you ever given a contract to sign? 
A. No, no. 

Q. Did you sign the name Cliff Smith on the 
fighter information sheet that you filled 
out? 

A. Yes. 

Q. Did you get paid for this fight? 
A. Yes. 

Q. How much were you paid? 
A. $250. 

Q. Were you in any way instructed that you 
were not to win this particular fight? 

A. No, not instructed not to, you know, not 
instructed to lose it, but when Johnny 
Barr came up to the room to give me my 
name, he told me I was going to 
fight. •. they said, you got to lose. 

Q. Did he mention who they were? 
A. No, that's all he said: "They said you 

Q. 

A. 

got to lose." So, I went out there wi th 
like halfway confidence. 

Did the promoter or anyone else there tell 
you that you were to leave the arena as 
soon as possible after the fight? 
Yes. After I went out the door, me and 
Johnny Barr was waiting to catch the 
elevator and two men was right down the 
hall, they said, "Take the steps," you 
know. They were rushing us out of the 
building. 

Barr Supplied "Losers" To Verne 

SCI investigators attended a Joe Hand-Joe Verne co-promotion 
at Atlantic City's Playboy casino on March 14, 1984, where they 
witnessed a bout of questionable legitimacy between Murray 
Frasier and Ron Askew. Askew fell down early and easily, losing 
by a TKO at 2:12 of the first round. Barr was questioned on the 
basis of a statement from "fighter" Askew in which he described 
how he had been recruited by Barr. Barr testified that Verne 
asked him by telephone to find a fighter to oppose Frasier that 
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night and that Verne also added: "Don't bring me nobody good." 
(Verne during his testimony denied making such a request but he 
added: "It's possible, but it's not yes or no.") According to 
Barr, he scouted the Philadelphia street corners, located a Ron 
Cooper and recruited him on the spot to engage in his first 
professional fight for $200. Barr said Verne agreed to pay 
around $350, and something extra if Cooper "did a good job." The 
Co~mission questioned Barr about this: 

COMMISSIONER ZAZZALI: What do you think 
he meant by the phrase, "good job"? 
THE WITNESS: Good job means you go in to 
the fight, when the time comes you go down 
but go down looking good ••• 

Q. Go down fighting? 
A. Take a dive but do it gracefully. 

Cooper Used an Alias 

Barr testified that when he brought Cooper to the 
the promoters of the night's card "gave me some money and 
to get lost." He explained that if Commissioner Lee were 
seen him on the premises, any fighters he had brought 
match "ain't going to fight." Barr also explained why 
used a different name when he fought, and lost, to 
Fr asier: 

Q. On that night did you inquire why Ron 
fought not as Ron Cooper? 

A. Right. He was in trouble with the law in, 
at first he told me, New Jersey. He 
escaped from pr ison and he didn't want to 
use his real name, he told me, and so I 
didn't care, ain't nothing to me, about 
using his real name, all I need is a 
fighter for the night. 

Q. So Ron Cooper actually gave a different 
name? 

A. Right. 

Q. And did Ron Cooper have any professional 
record to your knowledge? 

A. None whatsoever. 

Q. He was a kid you just took off the street 
corner because Joe Verne called you up and 
wanted somebody to fight? You don't know 
if he was even in training? 

A. No, he never fought before then. 

Q. Did Ron Cooper win this bout? 
A. No, he lost in the first round or the 

second round, I'm not sure. 

casino, 
told me 
to have 
to the 
Cooper 
Murray 
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After Cooper was "defeated," Barr testified, a commotion 
ensued. He said "the place [was] full of Feds," that a subpoena 
was served. His testimony continued: 

Q. You stated the promoter Joe Hand after the 
fight told you to take your fighter and 
get out of here because law enforcement 
individuals were around? 

A. Right. 

Q. 

A. 

And he 
talking 
Nobody. 

didn't want 
to anyone? 

you or your fighers 

Q. Did you ever get paid for this fight? 
A. The next day. 

Q. Did you then get a cut of the 250 or 350, 
whatever the fee was for Ronny Cooper? 

A. Yes. 

Manager Robert Botto's Mob Friends 

A sausage manufacturer and a s~all supermarket owner, Robert 
Botto of Swedesboro has been a licensed boxing manager in 
Pennsylvania since 1977 and in New Jersey since 1978. He has 
many more contacts in organized crime than he has boxers under 
contract. One of his boxers, whose whereabouts now is not known, 
was Mike (Machine Gun) Mung in, a lightwe ight in whom the Scarfo 
mob soldier Salvatore (Shotsie or Sam) Sparacio took an unusually 
active interest -- so much so that the SCI believes he held a 
partial interest in Mungin. Botto encouraged Sparacio's 
relationship with Mung in even though he knew the mobster was 
involved in illegal gambling. Indeed, police records on Sparacio 
show numerous arrests and several convictions for gambling 
activities, as well as a history of close association with such 
known organized crime individuals as Francis (Pfaffy) Iannarella, 
Albert (Reds) Pontani, Salvatore (Blizzard) Passalaqua, Dominick 
(Lulu) Iavarone, the late Nicholas (Nicky) Russo and Frank 
Sindone and many of the other organized crime figures mentioned 
in this report. Sparacio has been on the Casino Control 
Commission's exclusion list since 1981. Botto testified at the 
SCI about Sparacio's interest in boxer Mungin: 

Q. So Sam volunteered his time to teach Mike 
Mungin? 

A. Volunteered his time. 

Q. Did Mike Mungin receive any monies from 
Mr. Sparacio? 

A. Nothing. 

Q. For any reason? 
A. I'm his manager. 
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I didn't ask you that. 
your knowledge receive 
To my knowledge he got 

Did Mike Mung in to 
any money? 
noth ing from him. 

Q. Did you and Mr. Sparacio ever discuss the 
ownership of Michael Mungin? 

A. Never, because it's my fighter and I'm the 
manager and that's the way it is. 

Q. Did you ever speak to Mr. Sparac io on the 
telephone wherein you discussed Mike 
Mung in's fut ure? 

A. There were times we spoke, like I didn't 
go to the gym and I asked him how he's 
coming around, is he switching from 
left-handed to right-handed. He said the 
kid's listening, he's learning. He said 
he's a good kid, he can punch and that's, 
like, that was about the basic topic of 
the conversation. 

Q. Well, how often would you have called up 
Mr. Sparacio regarding the boxing 
industry, Mike Mungin and --

A. There's nothing for me to discuss, the 
boxing industry. He does this as a 
favor. He came up to the gym. 

Q. How often do you see Mr. Sparacio? 
A. I must have seen ~r. Sparacio, the last 

time I seen him was maybe about three 
weeks ago because he asked me if I got 
subpoenaed. I said, "yeah." He said, "I 
did, too." I said, "what the hell are 
they subpoenaing you for? What do you 
have to do wi th this?" 

Q. Do you know what Mr. Sparacio does for a 
living? 

A. I know that he's in the I inen business, 
that he works for a linen company and I 
try to help him get some business with 
people that I sell to, but I don't sell to 
too many restaurants and he don't have the 
linens to sell to meat markets that I sell 
to. 

Q. Are you now presently aware of his 
involvement in illegal gambling in South 
Jersey? 

A. No, I'm not. As far as I know the man is 
63 years old and he makes a living renting 
linen supplies. 

Q. Have . YOU ev.er 
organl. ~ed cr l.me? 

heard he's a member of 
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A. That I doubt. 

Sparacio et al 

Botto also testified that he knew many of Sparacio's mob 
associates, including Emilio DeMatteo, who is in the restaurant 
business, and soldier Rocco Auletto. Questioning of Sparacio at 
the SCI confirmed enough of his organize;] crime connections to 

\suggest that his activities with Botto were highly detrimental to 
~he integrity of the boxing innustry: 

Q. On March 16th, 1977, you were arrested at 
the Holiday Inn in Cherry Hill? 

A. Yes. 

Q. And at the time of the arrest, certain 
gambling records were taken and the 
gambling records contained Robert Botto's 
name and telephone number. Could you 
explain why the gambling records would 
have his name and telephone number on 
them? 

A. I have no idea. 

Q. Did Mr. Botto ever place a bet with you? 
A. I never placed a bet with Botto. 

Q. Do you know a Nicodemo Scarfo? 
A. I've heard of him. 

Q. Do you know if Mr. Scarfo has any interest 
in boxers in New Jersey? 

A. I doubt it very much. 

Q. Could you explain why your telephone 
number appeared on a list of telephone 
numbers in Mr. Scarfo's possession? 

A. I have no idea. 

Q. Were you aware that he had your telephone 
number? 

A. No, I wasn't. 

Q. 

A. 

Did you ever 
telephone number 
His number, no I 

have Nicod emo Scar fo' s 
in your possession? 
don't. 

Q. When you were arrested recently by the New 
Jersey State police, they found Nicodemo 
Scarfo's telephone number in your posses
sion. Can you explain how that happened. 

A. His telephone number? 

Q. Yes. 
A. I have no idea whatsoever of those 

numbers, no recollection whatsoever. 
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Are you a member of org ani zed crime? 
I don't know what organized crime 
What is organized crime? Four people 
a bank and kill 6 people, that's 
organized crime? 

is. 
rob 
not 

Q. Are you a member of the organized crime 
fanily now headed by Nicodemo Scarfo? 

A. No, I'm not. 

Q. How many times have you been arres ted for 
gambling? 

A. Many times. 

Q. Did you know Angelo Bruno prior to his 
death? 

A. I've met him. 

Q. How often had you met him prior to his 
death? 

A. I've run into him several times. I don't 
recall how many times. 

Q. Do you recall discussing your illegal 
gaTobling activities with him? 

A. No, I don't. 

Q. Have you ever heard the name of Albert 
"Red s" Pontani? 

A. I refuse to answer. 

Q. Mr. Pontani was observed at a boxing match 
at the the Tropicana on May 8th, 1984. Do 
you have any idea if Mr. Pontani has any 
interest in boxers in the State of New 
Jersey? 

A. I refuse to answer. 

Q. Do you have any idea what Michael Venuti 
does for a living? 

A. I have no idea. 

Q. Do you know if Michael Venut i is a member 
of organized crime? 

A. I have no idea. 

Q. Have you ever spoke to Mr. Venuti? 
A. I refuse to answer the quest ion. 

Manager D'Ascenzo, Organized Crime Associate 

Harry 0' Ascenzo of Somerdale is 1 icensed by New Jersey and 
Maryland as a boxing manager but, despite an active interest in 
at least one boxer, he con tend ed that he had no boxers under 
contract when he appeared for questioning at the SCI in February, 
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1985. D'Ascenzo also is an admitted associate of organized crime 
figures and has himself been arrested on racketeering, bookmaking 
and loan sharking charges. In the mid-1970s he pled guil ty to 
several types of loan shark crimes, including strongarm 
collections, along with the since-murdered Frank Sindone, a 
longtime confidant of the assassinated gang leader Angelo Bruno. 
For the record, D' Ascenzo said he has no occupa t ion but lives on 
a veteran's pension. He conceded he has no knowledge of boxing. 
His activities as a boxing manager who apparently has no 
contractual agreement to manage anyone remained a puzzle even 
after prolonged interrogation. 

D'Ascenzo and Boxers 

An organized crime associate, Anthony Joseph Vicceto, who 
has a record of forgery and counterfeiting arrests, introduced 
D'Ascenzo to boxing. According to D'Ascenzo, an aspiring boxer, 
Cullen Askew, was brought to him by Vicceto and referred to a gym 
in Clementon. There he trained for several months under the 
informal supervision of Carmen Graziano, a boxing manager who 
D'Ascenzo said has been his friend for many years. Although 
Cullen did not "pan out," he did refer another aspiring boxer to 
D'Ascenzo. This fighter was Joey Ferrell, a light heavyweight 
whose name is often misspelled as Farrell, and who has made 
considerable progress as a fighter. D'Ascenzo's testimony on why 
prospective fighters would be interested in him (he didn't obtain 
a manager's license un t il 1984, after he had met Ferrell) was 
puzzling: 

Q. Did Cullen Askew know that you never 
managed before? 

A. Sure. I wasn't going to manage him. I 
wasn't going to train him. That's why I 
brought him to Clementon. Me personally 

Q. You are a manager, are you not? 
A. Yes, I am, as far as getting a manager's 

license. But I don't know if you would 
call me a manager or not. 

Q. But you're not a trainer? 
A. No. 

Q. Who tr ains Joey Ferrell? 
A. Carmen Graziano. Tommy. Whoever is there 

trains him. Whoever's in the gym. Nobody 
specific. One big family over there; they 
train each other, fight each other, spar 
each other. It's a nice gym. 

Q. When did you first meet Carmen Graziano? 
A. Oh, God, like maybe twenty years ago. 
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Q. Did you ever have any agreements with 
Carmen Graziano that you would become a 
manager? That you should become a 
manager? 

A. What he did suggest, if you want to stay 
with this or something, you ought to get a 
license. I said, fine. That's all. I 
mean, he didn't come to agreements or 
anything like that. I see, Carmen 
knows a lot about the fight game. I know 
nothing. All I know is when I was young. 
That's all. I don't know anything about 
it. 

Q. Did Carmen Graziano attempt to obtain the 
contract rights to Joey Ferrell? 

A. Nobody has. Joey Ferrell has never signed 
a contract. Joey Ferrell has no contract 
wi th anybod y. 

Records Contradict D'Ascenzo 

Several fig hter informat ion sheets for bout s in wh ich Joey 
Ferrell participated -- and which are official records -- list 
D'Ascenzo as his manager, contrary to the testimony of both 
Ferrell and D'Ascenzo at the SCI. One such listing of D'Ascenzo 
as manager was made at a Tropicana casino progra-rt in October, 
1984, when Ferrell de feated Scott Farmer in the second round. 
Another listing of D'Ascenzo as manager was made after 
D'Ascenzo's appearance at the SCI, on the information sheet for 
Ferrell's bout against John Meekins at Resorts International on 
September 18, 1985. 

Further, D'Ascenzo admitted at the SCI that he traveled as 
far as Maryland to attend a match Ferrell was boxing in, that he 
provides him with spare cash and, more ominously considering his 
loansharki ng background, wi th loans that he said Ferrell repays 
after his fights. 

D'Ascenzo's Mob Friends 

D'Ascenzo testified at the SCI about his mob contacts. He 
said he has known Frank (Blinky) Palermo "qui te a few years." He 
has met the since-murdered Frankie Flowers D'Alfonso, he said, as 
well as D'Alfonso's crime boss Nicky Scarfo. He was asked if 
Palermo had a financial interest in certain boxers: 

Q. Does Mr. Palermo have any interest in Joey 
Ferrell? 

A. Absolutely nobody has any interest in Joey 
Ferrell. Joey Ferrell is a freelance act 
fighting. Carmen's his acting manager. I 
might sign a contract, Carmen might, but 
as far as having an interest, positively 
not. 
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Q. Nobody receives Jlloney from Joey Ferrell? 
A. Only the money he borrows. He's not 

making that much to worry about people 
taking money off him. He has to live. 
He's advanced J:\oney by me, Joe, Carmen. 
He owed me 200, Carmen 75. As far as 
realizing money from Joe Ferrell, at this 
time Joey Ferrell is in a posi t ion this 
time, his fights are not in the category 
where he's making any money. 

Q. Are you giving anything at all to the 
support of Joey Ferrell, meaning his 
training expenses? 

A. I loan him money if I have it, and Carmen 
loans him money, Joe Mari loans him 
money. Whoever loans him money. I think 
he owes Joe Mari money; now he owes me a 
few dollars; he owes Carmen. If he 
fights, he pays some of it back. He don't 
pay it all back. We just hope. 

Q. The money you are lend ing him, are you 
anticipating if he gets a big fight you 
will get the money back? 

A. He gives me the money back after he 
fights. You know, I don't loan him that 
much. I -- if he needs a $20, I'll give 
him $20 or something like that. Carmen 
takes care of some of his stuff. You 
know, it's no big expense. 

Doby for Commissioner? 

During the latter part of 1984, as the Office of State 
Athletic Commission and its so-called "boxing commissioner," 
Robert W. Lee, became embro iled in controversy over regula tory 
improprieties, reports appeared in the press that Larry Doby of 
Montclair, a retired major league baseball player, was being 
touted in boxing circles as Lee's successor. The SCI 
subsequently learned that certain organized crime figures were 
particularly active in promoting Doby for the appointment. 
However, the corroboration of mob interest in the post came as no 
surprise in view of the SCI's extensive investigative findings of 
organized crime's infiltration of the boxing industry in New 
Jersey. Among those who strong ly endorsed the not ion, accord ing 
to testimony at the SCI, were John DiGilio of Bayonne, the 
Genovese crime family soldier who controlled the gambling and 
loan shark rackets in Hudson County and who was a longtime power 
in labor racketeering in the area; DiGil io' s constant companion, 
Frank Scaraggi of Upper Montclair, who has been identified by law 
enforcement authorities as a major sports betting figure, and 
Buddy Fortunato of Montclair, an Assemblyman who was defeated for 
re-election in the 1985 general election and who had played a 
leading legislative role in enacting the 1984-85 program of 
box ing reforms. 
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Doby's Testimony 

At the outset it must be made clear that Doby had no part in 
instigating the rumors about his being appointed boxing 
commissioner. Nonetheless, his testimony at the SCI indicated 
who was most anxious that the report come true. 

Doby presently is the director of community affairs for the 
New Jersey Nets professional basketball team. In this capacity 
he has since 1979 been working primarily with school children at 
the 8th-11th grade levels, none of whom are old enough to recall 
that he played profess ional baseball from 1947 -1962 wi th such 
major league teams as the Cleveland Indians and Chicago W1ite Sox 
and in Japan. However, his credentials in the world of 
professional sports are such that he has become a widely 
recognized individual with many acquaintances who also are active 
in various athletic pursuits. One of the latter, Chuck (Bayonne 
Bleeder) Wepner, who fought the then-champion Muhammad Ali for 
the heavyweight title in 1974, apparently was the first to bring 
the report to Doby's attention. According to Doby's testimony, 
he encoun tered l\lepner at a basketball game dur ing the 1984- 85 
season and the ex-boxer "asked me was I interested or would I be 
interested and I think I told him yes." This conversation took 
place after Wepner had read a newspaper story reporting the rumor 
that Doby was being mentioned for boxing commissioner. Doby then 
recalled that shortly before Christmas, 1984, he discussed the 
possible appointment with Frank Scaragqi. He has known Scaraggi 
since he moved to Montclair in the 1950s and purchased a Cadillac 
from a dealer for whom Scaraqgi worked as a salesman. He has 
since purchased several cars through Scaraqgi, Doby testified, 
and he learned of the appointmemt report when he "stopped by" to 
make another car purchase. This was Doby's first conversat ion 
about the rumor with DiGilio's associate, according to the 
testimony, and apparently it was the first time that Assemblyman 
Fortunato was brought into the picture: 

BY COUNSEL MORLEY: 

Q. Who rai sed the subj ect on that day? Did 
you bring it up or did he bring it up. 

A. He did. 

Q. Can you tell us what Mr. Scaraggi said to 
you? 

A. Asked me would I be interested in boxing 
commissioner if it would appear that I had 
an opportun i ty to. 

Q. Did he tell you or do or say anything that 
suggested to you that he was asking on 
behalf of another person? 

A. Yes. 



,. 

-120-

Q. What was it that he said or did that made 

A. 
you --
He said that he was asked by 
his name? 

COUNSEL TO WITNESS: Yeah, sure. 

may I say 

A. Mr. Buddy Fort una to, if I would be 
interested in being part of the commission 
for box ing. 

Q. What was your response to the question? 
A. Same response I 9 ave Chuck Wepner, you 

know, okay, if it's to be, you know, if I 
am asked by Mr. Fortunato, you know, okay. 

The next time the subject arose was when Doby, as he 
testified, arranged a luncheon date with Scaraggi to discuss the 
purchase of a car for his daught<;!r. Scaraggi told Doby to "wait 
and see what develops." Two or three months later, at Scaragg i' s 
office where Doby again "just happened to stop by," the subject 
was raised by Doby but dropped when Scaraggi said there had been 
no. further developments al though one important event had 
occurred that Doby overlooked at this point in his testimony. He 
recalled a few minutes later that Scaraggi had relayed a message 
from Fortunato to prepare a resume and bring it to the 
legislator's home. Doby indicated that he was told he was being 
considered for an appointment when the State Police sent troopers 
to interview him. He prepared his resume and took it to 
Fortunato's house, Doby testified: 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

At the time you dropped your 
Mr. Fortunato's home, did 
Fortunato? 
Yeah, he came to the door. 

resume off at 
you see Mr. 

Did you have 
talk with Mr. 
subject? 

any discussions? Did you 
Fortunato at all about this 

No. He just said thank you and I said 
okay. 

You had met Mr. Fortunato before that time 
so you knew who he was? 
Yeah. 

And I don't want to be repetitive, but I 
think we're having some difficulty 
communicating. Other than the meeting at 
the softball game and the time you dropped 
your resume off at Fortunato's house, did 
you ever at any time talk to Mr. Fortunato 
about his position? 
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A. No. 

Q. How about other than Mr. Fortunato, any 
other person in government? Have you had 
any discussions with any other person in 
government about the job? 

A. No. 

Q. Were you ever interv iewed by any person 
from state government about the 
commissioner's job? 

A. A couple of state troopers twice came to 
my office in the Meadowlands and one came 
to my home. 

Q. Do you recall about when that was? 
A. During this summer. 

Q. Did they tell you why they were coming by 
to talk to you? 

A. They said that my name was put up for a 
job, the commissioner's job. One guy 
didn't know what it was all about. One 
guy said the reason he was comin3 in was 
because my name was put up as one of the 
commissioners. 

Later on during his SCI testimony, Doby admitted that he 
purchased clothes fro1n the Secaucus tailor shop operated by 
another of Genoevese soldier DiGilio's friends, Al Certo (see 
pp. 17-29 for Certo episode), and that he and Scaraggi were 
guests at a birthday party for DiGilio's mother. Scaraggi 
provided further details on the Doby-for-Commissioner balloon 
when he testified at the SCI. 

Scaraggi's Testimony 

Scaraggi not only fleshed qut Doby's testimony but he also 
produced evidence that he enjoyed an unusually close rapport with 
DiGilio. Scaraggi, who is tagged by the State Police as one of 
DiGilio's key lieutenants in the illegal gambling racket, has 
known the mobster for 35 years. He has not only taken him to 
var ious doctors for 12-15 years but has apparentl y been the one 
with whom the doctors confer about DiGilio's physical condition. 
Scaraggi, who has a home in Montclair, has even given DiGil io 
full and cost-free access to a $150,000 condominium apartment in 
Bayonne for wh ich Scaraggi pays more than $ 80 0 a month. Now a 
retired car salesman, Scaraggi operates a concern, Tiffany Co., 
which does rust-proofing and paint-sealing for the Brogan 
Cadillac company of Montclair. Scaraggi, who said he has known 
Buddy Fortunato for about 20 years, recalled that the assemblyman 
first broached the Doby appointment in the summer or fall of 
1984 : 
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THE WITNESS: Buddy Fortunato says to me, 
"Would Larry Doby be interested in 
becoming the boxing commissioner?" I says 
"I don't know." He says, "I don't want to 
approach him and I know he's a friend of 
yours," which is a true story. He's a 
friend of mine for many years. I said, "I 
don't know, I'll ask him." 

So I called up Larry Doby. He came in 
which he comes in at Brogan Cadillac four, 
five times a week to see me 'cause the 
Nets where he's employed with, the Nets is 
right near me. And I told him. He says, 
"Well I'll talk to my lawyer." I said, 
"You tal k to your lawyer," wh ich happens 
to be my son. He says, "Yeah, go ahead." 
That's what it was. 

Now, after that may I go on with, 
because that's the question I think you're 
going to lead up to. May I answer the 
rest? 

Q. Sure. 
A. He says to me, he says I was down there to 

see the Attorney General in -- oh, I'm 
getting a little bit ahead of myself. 

Q. When you say "he," who do you mean? 
A. Buddy Fortunato. The last time we've seen 

him at the baseball game I said, "What the 
hell is happening with Doby? Is it all 
bullshi t?" "No," he says, "I'm going to 
see the Governor tomorrow. I'll have an 
answer for you." The man never came near 
me, called me up, never nothing. 

Scaraggi was pressed further about how the Doby promot ion 
allegedly was triggered by Fortunato: 

Q. Now, Mr. Doby was in here and he testified 
that he was at Brogan one day and he was 
talking to you and that you mentioned to 
him that Mr. Fortunato had inquired about 
Mr. Doby's interest in being athletic 
commissioner. 

A. Yeah. 

Q. Is it your testimony that this whole idea 
originated with Mr. Fortunato? 
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A. He came and seen me personally, sir, to 
ask me if Larry Doby -- he says, "I know 
you and him are close, do you think he'd 
been interested?" And Doby ca!l\e from the 
Nets that day and I told him. He called 
his lawyer, and his lawyer says go ahead. 

Q. When you had the conversat ion wi th Mr. 
Fortunato, is it correct that Mr. 
Fortunato brought up the subject? 

A. Yes, sir. 

Q. Had you at any time prior to your 
conversation with Mr. Fortunato, that 
we've just talked about, discussed the 
possibility of Mr. Doby's being athletic 
commissioner with any other person? 

A. No, sir. 

Q. After you first raised it with "Ir. Doby, 
first raised the issue with Mr. Doby, did 
you report back to Mr. Fortunato about 
your conversation wi th Doby? 

A. Yes, sir. 

Q. What did you tell Mr. Fortunato? 
A. That he'd be interested to go ahead with 

it, whatever he had to do, which he did 
nothing. 

Q. Between the time that Mr. Fortunato first 
raised the issue with you, and the time 
that you got back to him after having had 
your conversat ion with Mr. Doby, (Hd you 
have any discussions with Mr. DiGilio 
about the subject? 

A. Yes. 

Scaraggi testified that his first conversation with DiGilio 
about the Doby report took place at a christening party for the 
child of an attorney who was his and DiGilio's friend: 

A. Johnny DiGil io told Mr. Doby and me, told 
him to his face, "Go ahead, wish you lots 
of luck." I told him -- he says, "Just 
call it as it is. Don't do it any other 
way. " 

Q. What did you take that last statement to 
mean, "Just call it as it is"? 

A. In other words, if he's going to be a 
boxing commissioner, call it as it is, 
don't do it any other way. 
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Q. What did you understand Mr. DiGilio to 
mean by that staement? 

A. Street-wi se that's this: be on the level. 

Q. Now, Mr. Doby testified that the second 
time that he discussed his possible 
appo intment wi th you was at a res taur ant, 
while the two of you were having lunch. 
Do you recall that? 

A. Yes, sir. 

Q. Mr. Doby told us that when he raised the 
subject about what had developed, you said 
to him that "we are waiting for things to 
develop"? . 

A. Yes. 

Q. Is that correct? 
A. Yes, sir. 

Q. To whom were you referring when you told 
Mr. Doby, "we are waiting for things to 
develop"? 

A. Buddy Fortunato. 

Q. Buddy Fortunato and yourself? 
A. Himself. 

Q. And your sel f? 
A. Yes, sir. 

Q. The next time you discussed it with 
Fortunato was after you had talked to Doby 
about it and said to Mr. Fortunato words 
to the effect that Doby may be interested? 

A. Yeah. 

Q. When was the next time you talkerJ to 
Fortunato? 

A. At my house. I had hi'll over my house two 
or three times, the most three times. 

Q. Were those social visits? 
A. No, pertaining to the same thing. 

Q. Pertaining to the Doby situation? 
A. Yes. 

Q. would you tell us what took place at those 
meetings? 

A. I asked him, "What's going on? Is he 
going to get it or isn't he going to get 
it?" He says, "It's on the At torney 
General's desk and he's going to get an 
answer ," and this and that. After all 
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these times, I would say it was more 
baloney than anything else. He says to 
me, "He's positively going to get it." 

Scaraggi was asked to identify from photographs several of 
his mob friends, including John (Moose) Marrone, now in jail. 
However, the SCI interrogation focused chiefly on his unusually 
generous attention to DiGilio, particularly the gangster's 
unrestricted, rent-free access to Scaraggi' s Bayonne condominium: 

Q. How much did the apartment cost you? 
A. You know, bei ng honest with you, I don't 

recall exact figures. I think, if I 
remember, yeah, it's 145 or $150,000. 

Q. Did you pay in cash or did you take a 
mortgage on it? 

A. I have a mortgage on J t. 

Q. Do you know what the monthly payments on 
the mortgage are? 

A. 703, plus maintenance $132. 

Q. Does the 703 include property taxes? 
A. Yes, sir. 

Q. Do you currently have any mortgage on your 
own residence that you live in? 

A. Yes, sir. 

Q. How much are the monthly payments on that 
mortgage? 

A. $500. I have a $5,000 mortgage left. 

Q. Did you ever explore the possibility of 
getting a rent-paying tenant for your 
apartment in Bayonne? 

A. At the present time, no. I may sell it, I 
may sell the property in Montclair and 
move there. I have that in mind, sir. 

Q. 

A. 

Was it your intention 
apartment in Bayonne 
move there yourself? 
Yes, sir. 

when you bought the 
you were going to 

Q. Have you made any ef forts to sell your 
home in Montclair? 

A. No, sir. 

Q. Have you made any efforts to obtain --
A. The purpose of me buying that condominium, 

he [my attorney] told me to say it, I was 
going out with a young lady. That was my 
main --
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Q. Mr. Scaragg i --
A. You asked me why I bought it. 

Q. No, I didn't ask you why you bought it. 
I'm simply trying to probe what means you 
have of buying a rather expensive 
residential property which is not 
producing any income at the same time that 
you maintain a residence of your own. I'm 
frankly not interested why you might want 
it. I'm just trying to pin down some 
facts as to the means you have of carrying 
that kind of a property. 

Do you have any other source of income 
that's enabl ing you to pay for the rental 
property, for the condominium or 
co-operative apartment in Bayonne other 
than the money that comes in from your 
business? 

A. Well, sir, I'm 71 years old. I worked for 
35 years in the car business, so, I had a 
pension. Also I get Social Security, my 
wife and 1. 

Q. That's the only income you have other than 
your business income? 

A. That is correct. 

Q. Pension and Social Security? 
A. That is correct. 

Fortunato Declines to Testify 

Assemblyman Fortunato was informed of the nature of the SCI 
testimony by Doby and Scaraggi and offered an opportunity to 
testify in response. He declined to make any on-the-record 
statement, although he insisted that his first contact with 
Scaraggi about the Doby appointment occurred on Scaraggi' s 
initiative. 
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CONCLUSIONS AND RECOMMENDATIONS 

Mby Boxing Should Be Abolished 

As indicated at the outset oE this report, the State 
Commission of Investigation has concluCled that it must recommend 
that the Legislature enact a law prohibiting professional boxing 
in New Jersey. Indeed, this is the primary recommendation of 
this report, based on the findings oE an intensive investigation 
of all facets of the industry, including a state regulatory 
system that has been -- and probably will always be -- unable to 
reduce the one-on-one brutality that constantly endangers 
boxers. The SCI's call for abolition is no precipitous 
decision. In its Interim Report on Boxing (published in March, 
1984) the Commission urged a wide-ranging series of reforms at 
the State level while emphasizing a concern that some type of 
centralized registration or "passport" system at the Ferleral 
level would be necessary to prevent the disintegration of even 
the most stringent intrastate system of controls. However, a 
further assessment of the industry has convinced the Commission 
that, even though most of the corrective recommendations proposed 
by its interim report have been implemented, the inherent 
problems of professional boxing and most particularly its 
constant threat of bodily destruction, mentally and physically -
cannot be effectively resolved at any governmental level. The 
Commission's interim report focused on the regulatory chaos and 
improprieties that have plagued the industry since its resurgence 
as a gambling casino attraction in the late 1970s. That report 
also emphasized a callous disregard for the physical safety of 
boxers by official monitors of the sport as well as by certain 
profiteering promoters and procurers of these fighters. This 
final report on the intrusion of organized crime into the 
industry confirms that an additional element of degradation has 
been inflicted on a boxing scene already marred by official 
misconduct, promotional greed and matchmaking barbarism. 

The Brain Damage Factor 

Perhaps the single most pivotal factor in the Commission's 
determination that boxing should be abolished is its 
investigative conclusion that not even the sturdiest of statutory 
controls will reduce the brutality of the sport to any 
significant degree. In addition, the Co~mission believes that no 
truly viable social or economic benefits can be derived from such 
legal savagery. Too many boxers retire as physical or mental 
derelicts. Indeed, the long-term brain damage caused by hundreds 
of blows to the head has been verified by nU'llerous authoritative 
medical studies. As a result, the most renowned specialists have 
publicly urged either that boxing be permitted only if cerebral 
at tacks can be pr evented (wh ich is improbable) or that the sport 
be outlawed in totality. George Vecsey of the New York Times 
several years ago questioned the moral and social validity of 
box ing as a sport in a col umn about a title bout that was so 
lopsided that he portrayed the deEeated boxer as the victim of a 
"sanctioned muqgin_q.". Vecffey's conclusions on that occasion 
COInCIde wIth tne ~ommIssIon s VIews: 
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Some journal i sts have defended box ing on 
the ground that people have the right to 
choose their destiny. Not exactly. 
Society has the right to set some rules. 
When a man dang les from a window ledge, 
the police try to pull him back. We don't 
let promoters sell tickets in the street 
below. 

Other journalists have defended boxing 
because of its great characters and 
because boxing is a way up from poverty. 
This approach has al ways struck me as a 
bi t of intellect ual sl umming. There are 
characters everywhere, in and out of 
sports, but a few characters and a few 
success stories do not justify human 
beings cheering a lethal blow to the 
brain. 

This is a time of concern over nuclear 
proliferation, of honest debate over 
abort ion and capi tal pun ishment. 
Amer icans can st ill make things better: 
in the past decade, it has become possible 
to enter many public buildings without 
hav ing to inhal e other people's cig arette 
smoke. This is also a time when people 
are discovering better health through diet 
and exercise. It is also ti'TIe to ask 
whether it is healthy for society to 
condone and license bloody public beatings 
-- also known as boxing. 

AMA Urges Boxing Ban 

The American Medical Association (A~A) has been in the 
forefront of the campaign to abolish boxing ever since the 1982 
r ing-inj ury death of Korean boxer Duk Koo Kim. The Journal of 
the American Medical Association first urged a nationwide ban in 
January, 1983, in an editorial which also suggested the potential 
problem of enforcing a prohibition of the sport. This editorial, 
by the Journal's editor, Dr. George D. Lundberg, concluded with 
these graphic observations: 

Some have argued that boxing has a 
redeeming social value in that it allows a 
few disadvantaged or minority individuals 
an opportunity to rise to spectacular 
wealth and fame. This does occur, but at 
what price? The price in this country 
includes chronic brain damage for them and 
the thousands of others who do not achieve 
wealth, fame, or even a decent living from 
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the ring. Others arg ue that man must 
fight and that surreptitious fights will 
occur if boxing is outlawed, producing an 
even worse situation. I suggest that such 
is equivalent to arguing that gunfighters' 
duels should be instituted, tickets sold, 
and betting promoted since, after all, 
homicide by gunshot is also common in our 
society., 

This editor believes personally that 
boxing is wrong at its base. In contrast 
to boxing, in all other recognized sport, 
inj ury is an undesired by-product of the 
activity. Boxing seems to me to be less 
sport than is cockfighting; boxing is an 
obscenity. Uncivilized man may have been 
bloodthirsty. Boxing, as a throwback to 
uncivilized man, should not be sanctioned 
by any civilized society. 

The following May, the AMA Journal again called for an 
embargo on boxing -- "round two" of its campaign -- emphasizing 
the prevalence of chronic brain damage among active boxers. 
The magazine cited a brain damage study of a group of boxers who 
were met iculously selected to excl ude drug or alcohol abusers and 
to otherwise prevent contaminating the review. The Journal 
reported study resul ts showing that "87 percent of the 
professional fighters had evidence of chronic brain damage." The 
editorial also warned that "since the medical profession can 
allow boxing to continue or can abolish it simply by refusing to 
participate as ring physicians, it is likely that either boxing 
totally, or blows to the head specifically, will be banned for 
professional and amateurs alike." 

Intentional Injury Is the Objective 

In August, 1984, in its official publication, the American 
Academy of Pediatrics announced its opposition to boxing 
involving children and young adults. The Academy noted that many 
pre-school ag e young sters become involved in the sport, that 
about 15,000 boxers aged 10-15 are registered with the National 
Amateur Athletic Union's Junior Olympics program and many other 
young people, ostensibly seeking to better their physical health 
or to gain financial rewards, or both, are boxing either in 
community programs or on their own in professional training 
gyms. "Unfortunately for many," the Academy stated, "[boxing] is 
a means of improving their physical condition at the risk of 
slow, progressive brain injury, with occasional or no financial 
rewards." Characterizing boxing as a sport in which intentional 
head inj ury is the pr imary obj ective, the Academy po inted out 
that existing brain damage in young boxers cannot be detected by 
standard pre-fight medical examinations. Based on these and 
other findings of its 1983-84 COlll1nittee on Sports Medicine, the 
Academy told its membership: 
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.•• It is crucial for pediatricians to 
become vigouous opponents of boxing as a 
sport for any child or young adult. 
Simple changes in rules and medical 
supervison, and increased awareness of the 
dangers of boxing are not enough. Our 
opposition to boxing should be expressed 
at the time of health maintenance or 
pre-participation examination; opposition 
should be expressed in public whenever the 
opportunity presents itself; and our 
opposition should be expressed as a 
printed recommendation in brochures 
available in pediatric waiting rooms. 
Children and young adults should be 
encouraged to participate in sports in 
which intentional head inj ury is not the 
primary objective of the sport. 

Following condemnations of the sport in its official organ, 
the AMA's 365-member House of Delegates in December, 1984, 
adopted a resolution urging the abolition of boxing and asking 
medical groups throughout the nation to promote state boxing 
embargo laws. The action followed similar abolition 
recommendations by medical associations in Great Britain and 
Australia. In commenting on the AMA delegates' action, 
Association President Joseph R. Boyle said that the 
suscept ibil i ty of boxers to ser ious inj ury, part icularly brain 
damage, was a prime factor in the call for a united States 
embargo of boxing. He stated: 

It seems to us an extraordinarily 
incongruous thing that we have a sport in 
which two people are literally paid to get 
into a ring and try to beat one another to 
death, or at least beat them in to a state 
of senselessness, which will then leave 
them permanently brain-damaged. 

(Prior to the AMA action, the New York State Medical Society 
adopted its own resolution of embargo, stating that "the alarming 
incidence of progressive mental deterioration and the substantial 
number of deaths of boxers have been abundantI y documented.") 

The British Medical Association's special report on boxing 
warned in its condemnat ion of the sport that both acute and 
chronic inj ury to the eye and brain occurs among amateur and 
professional boxers and that" it is doubtful whether participants 
or others involved in the sport fully appreciate the risks 
particularly the danger of delayed cumulative brain damage." 

The Commission has cQnsidered all of the arguments put forth 
by proponents of boxing but none of these has effectively 
countered the factor most pivotal in shaping the Commission's 
call for abolition -- the certainty of critical brain and/or 
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vision damage. However, the Commission does concede the 
possibility of one objection to outright prohibition. That is 
that the sport will be continued, perhaps ln less volume, by 
means of illegal bouts in hit-and-run fashion without even the 
ineffective regulations and physical safeguards presently in 
force. Therefore, recognizing that a reco~~endation for outriqht 
abolition may fail despite the array of medical and social 
condemnations of the sport, the Commission has proposed a program 
of alternative reforms that may -- or may not -- reduce to at 
least some extent the more brutal and corruptive aspects of 
box i ng • These wi 11 be outl ined nex t. 

Alternative Recommendations 

Preface 

Whatever the official reaction is to the Commission's 
primary recommendation, boxing's threat of bodily destruction is 
so constant and perverse that there must be imme(Hate stringent 
enforcement of reforms newly in place as a result of the response 
by the Legislature and the Executive to the SCI's 1984 report. 

The SCI reiterates its contention, made clear at th~ outset 
of this inquiry, that no intrastate effort to regulate boxing can 
possibly succeed without the regulatory cooperation of other 
states and that the only way to achieve the necessary interstate 
relationship is by enactment of a Federal program of controls. 
Such a program, as we pointed out in our previous plea for a 
Federal role in monitoring the sport, should include an national 
identification system for confirming the qualifications of all 
state-licensed participants in boxing and a national "passport" 
system to confirm the validity of every boxer'S qualifications to 
fight. What was stated earlier in this section bears repeating 
here, that: 

Some type of centralized registration or 
passport process at the Federal level [is] 
necessary to prevent the disintegration of 
even the most stringent intrastate system 
of controls. 

The following additional alternative recommendations are 
submitted with the admonition that they should be swiftly enacted 
or promulgated, strictly enforced and be kept free of 
exceptions and other efforts to compromise their objectives: 

No Sanctioning Body Officeholding 

In response to the SCI's interim report, a code of ethics 
for the Office of the State Athletic Commissioner and regulations 
governing the conduct of its employees and officials were 
promulgated. As a result, many of the glaring actual or 
potential confl icts of interest wh ich the SCI identi fi ed were 
prohibi ted. One major ethical problem remains -- holding office 
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in any of the boxing sanctioning bodies. The reasons for a 
prohibition on such activity need not be repeated here. We urge, 
however, that the prohibition be imposed by statute and not left 
to the so-called boxing experts who, as experience has shown, are 
insensitive to any need to avoid the influences of these often 
self-serving organizations. 

Background Checks 

Full background checks should be required of all 
state-licensed promoters, managers and trainers as well as 
for appl icants for I icensure in these categories. Background 
fact-finding should be extensive enough to permit a determination 
of whether the activities or associations of licensees or license 
applicants are inimical to the integrity of the industry. Such 
background reviews should assess particularly the extent, if any, 
of a subject's activities and relationships with known organized 
crime members and associates. The confirmation of such 
connections should subject a licensee to suspension pending a' 
disqualification hearing and to rejection in the case of an 
applicant for licensure. In addition, an existing provision 
which exempts frorn scrutiny persons holding 10 percent or less of 
the stock of a promotional corporation should be replaced by a 
requirement subjecting all persons holding any interest, no 
matter how small, to licensure after a complete background 
invest ig at ion. 

Casino Vendor Licensure 

No promoter of boxing events at or under the auspices of a 
New Jersey gambling casino should be permitted to stage such 
progr~~s without first being approved as a casino vendor licensee 
under the Cas ino Control Act. Promoters pr esentl yare allowed to 
operate in casinos wh ile their appl icat ions for vendor licenses 
are under review. The SCI- understands the licensing priorities 
that the Casino Control Commission and Division of Gaming 
Enforcement have had to consider in processing licensing 
backlogs. However, the SCI's findings confirming a multitude of 
organized crime incursions into boxing dictate that no promoter 
should be permitted to operate in a casino unt.il there has been 
an official determination that he is free of mob influences and 
associations. 

Enforce Licensing Requirements 

No one should be permitted to engage in the business of 
boxing in a managerial, matchmaking or related capacity and 
escape licensure by the utilization of such titles as "booking 
agent," "agent", "recruiter" or other designations of an 
unofficial nature. Although the legislation establishing the new 
Athletic Control Board and Medical Advisory Council attempts to 
address this issue, the regulations implementing the reforms have 
not been forthcoming. The regulations should be corrected 
immediately to remedy this deficiency. In addition, the 
regulations should provide that anyone who deals with an 
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individual who operates in such a capacity but who is unlicensed 
or who evades licensure by utilizing a title not cited in the 
statutes or regulations should be subject to revocation of his 
license. 

Medical Council Powers 

In its interim report the SCI recommended that the Medical 
Council in the revised regulatory system have, in its specific 
medical and safety field, absolute rule-making authority shielded 
from any veto or revision by the Athletic Control Board. 
Unfortunately the Medical Council created by the reform law has 
been restricted to an inappropriate advisory role. An expansion 
of Medical Council powers is crucial to the implementation of 
recommendations by the SCI relative to easing, to whatever extent 
possible, the physical hazards of boxing. Investigative findings 
leave the SCI extremely skeptical about the ability of the 
day-to-day regulators of the sport to impose the type of 
requirements necessary to better safeguard boxers from death and 
injury. The reform law's depiction of the Medical Council's role 
as "advisory" should be stricken and amendments should be enacted 
to delineate the Council's special rule-making powers. 

Ban Head Blows 

Since medical su,rveys have demonstrated that head blows 
impose the most serIOUS physical harm in boxing, the SCI 
JOIns with national medical groups in recommending that all blows 
above the shoulders be banned 

Require Headgear 

Until head blows are banned, all boxers should be required 
to wear protective headgear pending further study by the t4enical 
Council. The SCI realizes that the adaquacy of headgear has not 
yet been fully established but believes, nontheless, that wearing 
of a protective covering of some type can not be other than 
helpful. 

Require Safer Gloves 

Thumbless or thumblock gloves should be required not only in 
public bouts but also in the training process. The Medical 
Council should authorize a series of studies designed to produce 
and/or improve gloves, head gear and any other equipment intended 
to promote safety in boxing. Following completion of these 
studies, the Medical Council, without lay interference, should 
issue appropriate regulations. 

Ambulance Availability 

An ambulance containing all standard medical equipment 
necessary to treat cerebral inj uries should be stationed at the 
scene of a bout at all times. A boxing promoter should be 
required to delay a program pending the arrival of an ambulance 
or a replacement ambulance. 
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Medical Insurance 

All boxers should be covered by med ical ins ur ance, at the 
expense of the promoter, cover i ng expenses for treatment of any 
inj uries suffered in a fight under that promoter's auspices. 
Insurance protection should be required to extend for at least a 
year and to cover any disabilities manifested during that period 
that can be reasonably at tr ibuted to the bout for wh ich the 
insurance contract was arranged. Current insurance policies, 
limiting the claim period to six months, are clearly inadequate 
to protect boxers, many of whom have no other form of maj or 
medical expense coverage. 

Two Physicians at Ringside 

Two physicians designated by the Medical Council should be 
at the ringside of a boxing event to provide a medical presence 
if one physician is required to treat a boxer elsewhere or to 
provide attention in the event both contestants in a bout require 
medical treatment. As noted earlier, it is unreasonable to 
expect that the extensive duties now delegated to the ringside 
phys ician can be adequately per formed by a si ngle ind iv id ual 
wi thout interfering wi th the progress of the show, wh ich has 
seemed to be the chief concern of the sport's regulators. 

Post-Fight Examinations 

Every boxer must be required to obtain complete cerebal and 
vision examinations by a Board-designated physician or at a 
designated hospital after each bout. A certified copy of the 
medical findings must be submitted to the Medical Council. In no 
case should a boxer be permitted to engage in another fight if 
the examination report after his previous fight is negative or 
has not been submitted to the Medical Council for its review. 

Time Lapse Between Bouts 

until the Medical Council has had an opportunity to review 
this issue, there should be a mandatory 30 day layoff between 
fights -- 60 days in the case of knockouts. Present regulations 
mandating layoffs of as little as 10 days are an unwarranted 
invitation to tragedy. 

-0-

(The SCI's Investigative team for this boxing report 
consisted of Counsel Gerard P. Lynch, team leader, and Special 
Agents Wendy A. Bostwick, Robert Diszler, Robert K. Lagay and 
Dennis McGuigan, Investigative Accountant Arthur A. Cimino, and 
Intelligence Analyst Elizabeth Calamia. Also contributing to the 
inquiry were Chief of Intelligence Justin J. Dintino, Special 
Agents Michael R. Hoey, Anthony J. Quaranta and Kurt Schmid). 
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INVESTIGATION OF LOCAL SEWERAGE AND 
UTILITY AUTHORITIES 

The Commission's investigation of local sewerage and utility 
authorities began after an evaluative inquiry produced evidence of 
bribes and kickbacks in the sales and purchases of chemicals to and 
by certain authorities. A formal probe was authorized by the 
Commission by adoption of a resolution of purpose, a copy of which 
was served on all witnesses who subsequently appeared for 
questioning at executive sessions of the Commission and at the 
public hearings on the subject conducted by the SCI in July, 1982, 
at the State House. This resolution declared the scope of the 
inquiry to be: 

Whether the laws of the State of New Jersey 
are being faithfully executed and effec
tively enforced with particular reference to 
the staff ing, fund ing, operat ions, and 
expenditures of municipal and regional 
authorities and commissions including but 
not I imi ted to municipal and regional 
utilities authorities, sewerage authorities, 
and industrial commissions; whether present 
laws and regulations governing municipal and 
regional authorities and commissions are 
adequate; and into all instances in which 
there is evidence, arising from the afore
mentioned investigation, of a violation of 
the laws of the State of New Jersey 
involving governmental or public bodies. 

As the investigation unfolded, the Commission accumulated 
additional evidence of fraud in the purchasing practices of local 
authorities. These findings indicated that peddlers of enzymes and 
other so-called wastewater treatment chemicals had established 
numerous "paper companies" through which sales were channelled to 
circumvent state bidding laws and to enable the generation of cash 
for questionable purposes and that certain authority officials and 
employees were making excessive purchases of chemicals. The 
Commission also had learned that some chemical products for which 
authorities were spending thousands of dollars were virtually use
less. These findings caused the Commission's investigators to 
investigate the conduct of these authorities in the handling of 
their overall internal affairs. The SCI's broadened inquiry 
disclosed 1) inadequate monitor ing of grant funds, 2) widespread 
lack of oversight of plant construction, 3) a serious potential for 
collusion in bond financing, 4) costly overuse of bond anticipation 
notes, 5) questionable practices in the apraisals and acquisitions 
of treatment plant sites, 6) shoddy management of facilities by 
authority members and employees, 7) numerous incidents of conflicts 
of interest, 8) political influence in the appointments of author
ity members and executives, and 9) a serious lack of specialized 
expertise among authority members and plant personnel. 
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A principle finding of the Commission's investigation was a 
lack of accountability by New Jersey's county and local authorities 
to the governmental agencies whose grant funds enable their 
facilities to be financed and to the public such facilities were 
designed to serve. Shielded by an autonomy which insulated them 
from public scrutiny, many authorities were found in violation of a 
state law requiring submission of annual fiscal audits to the 
state. Al though there may be more than 250 county and local 
authorities in New Jersey, no state official was found who could 
provide a precise count of them. No single state agency had any 
statutorily definitive oversight over county and local authority 
financing, budgets, operational and maintenance expenditures, or 
reserves if any -- for future expansion or replacement. In 
fact, the Commission's inquiry determined that most authorities 
were beholden only to themselves as -- behind closed doors -- they 
made extremely costly contractual commi tments for plant design, 
engineering and construction plans, for raising required cash in 
the bond market, for selecting personnel to operate and maintain 
facilities, for establishing rate charges that are supposed to put 
their sewerage systems on a self-supporting basis. Nobody 
including the taxpaying citizens who are an authority's captive 
customers was sharing in these actions in any substantial 
manner. Little or no opportunity was made available for community 
access or reaction to matters so vital to its wellbeing. The SCI 
probe also revealed the absence of any consistent pattern of 
oversight of the various complex phases of a sewerage plant 
development no adequate review of plant design, no viable 
inspection of plant construction, no external review of bond 
financing, no controls over rollover interim financing, no 
monitoring of performance of plant management or staff, no 
enforcement of the statutory bidding process (even abuses of the 
so-called state vendor contract number procedure were uncovered). 

This Commission's concern about the lack of accountability of 
author i ties was heightened by a new trend in Federal-State rela
tionships. The Commission real ized that the so-called Federal ism 
policies of the Reagan Administration will confront county and 
local governments in New Jersey and other states with vastly 
increased responsibilities and obligations in connection with the 
financing, construction and operation of local and regional 
authorities and their multimillion-dollar facilities. 

In line with its enabling statute's mandate that the SCI bring 
its investigative findings to the attention of the public and the 
Legislature of New Jersey, the Commission conducted public hearings 
in the Senate chamber of the State House on July 27, 28, 29 and 
30~ The purpose of these hearings was to publicly illustrate the 
wrongdoing the Commission's investigation had revealed and to 
generate public and governmental support for expeditious statutory 
and regulatory reforms. 

, The Commission realizes that there 
authorities which are functioning in a 
marmer. It emphasized this point repeatedly 

are numerous local 
proper, businesslike 
during the course of 
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its public forums and adds further emphasis here. In compiling its 
public hearing record, as well as the recommendations based on the 
public proceedings, the Commission reiterates its belief that its 
proposed reforms will benefit all authorities. The implementation 
of these reform proposals can only increase the public credibility 
of such entities while at the same time assuring a more receptive 
market for their public financing efforts. The Commission is 
convinced that its investigation and hearings have amply 
demonstrated the inefficacy of the concept of total autonomy for 
authorities. Many billions of dollars have been -- and will be in 
the future -- transferred by loans and grants to these agencies. 
Public monies should never be spent without public scrutiny of the 
disbursements. The only manner in which taxpayers who provide the 
funds allocated to authorities can be assured that their dollars 
are be ing eff iciently, honestly and appropriately expended is to 
require public accountability. Such accountability is the primary 
objective of the Commission's reform proposals, which are outlined 
at length at the conclusion of this report's abridgement of 
testimony recorded at its public hearings. These detailed 
recommendations are summarized below. 

Recommendation§ in Brief 

The Commission recommends the enactment of Senate Bill #1517 
or Assembly Bill #144, except that it is opposed to a provision 
empowering the State Division of Local Government Services' Local 
Finance Board to dissolve an authority. These bills would require: 
State approval of the creation of an authority; State approval of 
project financing; State approval of annual authority budgets; 
State approval of financial audits and other fiscal reports to be 
submitted with prescribed uniformity, and effective remedial action 
by the State to resolve local authority financial emergencies. 

Authority Bond Fin&ncing 

The Commission recommends that local authorities be required 
to adhere to all of the competitive public bid procedures laid down 
by the Local Bond Law (N.J.S.A. 40A-1 et seq), except that the 
State Local Government ServIces Division may at its discretion 
permit an authority to negotiate the sale of bonds. The Commission 
believes that State supervIsIon of authority financing should be 
supplemented by additional regulatory requirements for negotiated 
bond transactions. 

State Assistance to Authorities 

The State Division of Local Government Services should provide 
assistance to local authorities of a form and nature relevant to 
their particular needs, problems and obligations, including: a Code 
of Ethics; a Standard Audit Guide; technical and professional 
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training for authority members and staff; a Registry of 
Authorities; bond financing advisory assistance; and expanded 
technical debt management assistance currently available to local 
governments. 

The Commission recommends that, in the event the State assumes 
responsibility for the creation of authorities, any new authority's 
membership be required to include a professional Iv accredited 
engineer and at least one other member who is 1) a lawyer with an 
acknowledged professional background in governmental, corporate or 
bond law, or 2) a fully qualified representative of the financial 
community, or 3) an individual with proven academic credentials and 
experience in business administration. 

Upgrading Authority Executive Staff 

The Commission recommends that the quality of employment of 
authority executive directors, plant operators and other key 
administrative, professional and technical staff be upgraded by the 
following requirements: Minimal but nonetheless exacting 
qualifications for appointment of executive directors or others 
with similar responsibilities; periodic requalification of licensed 
pl'ant operators; and expansion of presently inadequate programs for 
training and qualifying sewerage and utility employees for 
licensure as plant operators. 

State DEP Construction Monitoring 

The Commission recommends the immediate restoration of the 
DEP's former construction inspection service and the resumption of 
this unit's responsibility for monitoring publicly funded projects 
on an unannounced daily basis. 

Penalties for Noncompliance 

The Commission recommends that fines of $100 daily be assessed 
against authority members if they delay, without just cause, the 
filing of annual audits beyond the prescribed four months following 
the close of a fiscal year, and that fines of S 1 00 daily be 
assessed against any authority auditor who fails, without iust 
cause to comply with the Division's annual audit filing deadline. 

Funding State Oversight of Authorities 

The Commission recommends that a portion of every State gra(lt, 
loan or bond issue allocation for the construction or rehabili
tation of a local sewerage or utility facility be earmarked to 
fi,nance inspections and other monitoring of such construction 
activity. The Commission particularly hopes that sufficient funds 
can be realized from this program to finance a resumption of the 
effective construction inspection system that was in operation 
under the supervision of the DEP's Bureau of Construction Control 
prior to 1980. 
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Tbe Commission also recommends as a reasonable method of 
developing a self-sustaining financing of its reforms the levying 
of yearly fees against individual authorities on a graduated basis 
according to a schedule that reflects an authority's size, its need 
for various State services and other considerations. 
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THE TESTIMONY -- FIRST DAY 
TUESDAY, JULY 27, 1982 

The Commission's public ·hearings began with a statement by 
Chairman Lane explaining the complex nature of authorities, their 
origin and development and the problems that have ensued because of 
their autonomous structure. He stated in part: 

Public authorities began emerging in the 
United States in the early 1900s after 
widespread public debt defaults led to the 
enactment of constitutional and statutory 
borrowing and spending restraints on state 
and local governments. (New Jersey's 
so-called "cap law" which limits the extent 
to which local governments can spend their 
tax revenues is a most recent example of 
such governmental restraints). Such 
limitations, old and new, have been the 
primary incentives for developing government 
corporations that could undertake costly, 
large-scale public projects which 
governments themselves had neither the 
technical or financial capability to 
organize and implement. The easy access to 
and acceptability in the revenue bond 
markets of public authorities led to an 
enormous growth in the number of such 
entities during the past 40 years. The 
Institute of Public Administration of New 
York, in a report compiled for the State of 
Alaska in January of 1982, pointed out that 

public authorities are the only 
type of independent public insti
tutions that have proliferated in 
the United States since 1960. 
They build and run public works of 
monumental proportions -- bridges, 
tunnels, parkways, great darns, 
seaports, airports, public build
ings, railroads and industrial and 
recreational parks. They provide 
such essential services as water, 
gas electric power, transporta
tion ••• 

By late 1970s, this report noted, at least 
6,000 local and regional authorities and 
1,000 state and interstate authorities were 
operating. By 1981 the revenue bond market 
in this country was raising almost twice as 
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much capital funds as all State and local 
governments combined. 

In New Jersey, as elsewhere in the nation, 
public authorities have mushroomed at the 
municipal and regional, or county, levels of 
government as a means of providing certain 
essential but highly expensive public 
services unfettered by the debt limits and 
cap laws that the state vigorously enforces 
on its subdivisions. These services include 
parking facilities, community improvement 
projects, low and moderate income housing -
and, as will be covered in these hearings, 
wastewater collection and treatment 
systems. Such municipal and regional 
authorities have been the recipients of vast 
amounts of federal and state grants and have 
accumulated huge debt obligations to launch 
their facilities on a pay-as-you-go basis by 
the imposition of user charges. 

In our investigative assessment of 
sewerage authorities, we have been primarily 
concerned about their lack of accountability 
to sponsoring governments and to their 
largely captive taxpayer clientele. Closely 
related to this concern is the absence of 
fiscal controls over such agencies. 
Although their revenue bonds are not 
guaranteed as legal liabilities of the local 
governments that have created them, histori
cally, as the Public Administration Insti
tute and other observers have cautioned, 
such governments have been held morally 
responsible for the integrity of their 
authority debt amortization obligations. So 
great are the debts of local and regional 
sewerage and utilities authorities in this 
state -- estimated to be in excess of one 
billion dollars -- that any default could 
have a disastrous impact not only on local 
and county governmental credit but on the 
credit standing of the state itself. 

The high cost of financing public author
ity projects is particularly acute in the 
field of wastewater treatment. In few other 
public enterprises are the facilities that 
are required to safeguard the health of our 
citizens and the quality of our environment 
so complicated to design, construct, operate 
and maintain. Our inquiry has satisfied us 
that there is an absolute need to temper the 
autonomy of local and reg ional authorities 
operating expensive and complex sewerage 
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systems with statutory requirements for more 
accountability. We have asked many ques
tions about this. Has the jealously guarded 
autonomy of these local public authorities 
kept them as free from partisan political 
political pressures as autonomy was intended 
to accomplish? . Has autonomy without 
oversight led to irresponsible financing? 
Are authori t iesdes igning and constructing 
facilities adequate to meet public needs? 
Is autonomy shielding defective management 
from public view? 

without more accountability these 
questions can't be fully resolved. That was 
-- and still is -- this Commission's chief 
concern when it authorized its inquiry into 
local and regional authorities early last 
year. Our concentration on wastewater 
treatment systems also reflected the facts 
that the conduct of a number of sewerage 
authorities had become targets of official 
probes and deficient management and 
operational malfunctions had become critical 
public issues. 

Indeed, only several months before this 
Commission began its inquiry, in November of 
1980, the Comptroller General of the United 
States issued a report that was extremely 
censorious of wastewater treatment systems 
throughout our country. Its findings, as 
compiled by the Comptroller General's 
General Accountinq Office, are so relevant 
to our hearings that I want to summarize 
them briefly. 

The report began by citing the magnitude 
of the taxpayer investment in wastewater 
treatment systems. It est imated that more 
than 25 billion dollars in federal grants 
and at least several billion dollars in 
state and local funds have been spent to 
construct new wastewater treatment plants 
and to repair, expand or otherwise modify 
existing systems. Coupled with these 
estimates was the Comptroller General's 
projection of an additional federal outlay 
for such facilities of more than 36 billion 
dollars by the year 2000. In New Jersey 
alone, as a result of shar ing requirements 
attached to federal grant contracts, the 
distribution of an estimated $150 million 
dollars in grants since the early 1970s 
indicates the magnitude of this state's role 
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in helping to fund these essential projects. 

Even more pertinent to our inquiry is the 
fact that the Comptroller General's report 
revealed glaring deficiencies in the design, 
construction and operation of many of this 
nation's 6,000-plus· sewerage systems. It 
cited the Federal Environmental Protection 
Agency's own stat istical assessment of 
facility performance which showed that at 
any given time 50 to 75 percent of these 
plants were in violation of the EPA's 
standards for the issuance of National 
Pollutant Discharge Elimination System 
permits. The Comptroller General said that 
even more alarming was his General 
Accounting Office's random sampling of 242 
waste water treatment plants in 10 states 
which showed that 87 percent (or more than 
210 of the 242 plants) were violating the 
minimal conditions required by the federal 
permi ts. The National Pollutant Discharge 
Elimination permit is EPA's primary weapon 
for enforcing national clean water standards 
since such a permit specifies what types, 
and limits the amounts, of pollutants a 
public facility may discharge. What most 
alarmed the Comptroller General was his 
survey team's finding that more than a third 
of the 210 plants in violation were what he 
characterized as "serious violators" because 
their noncompliance with federal require
ments was of prolonged du'rat ion and/or in 
excess of discharge limits by more than 50 
percent. 

The Comptroller General's study indicated 
also that of the major categories of noncom
pliance -- design and equipment deficencies, 
infiltration and inflow problems, industrial 
waste overloads and operation and main
tenance problems -- a dominant inadequacy 
revealed by the sampling was in the category 
of operations and maintenance. 

This is not to say that there are no 
sewerage authorities operating facilities in 
an adequate and proper manner. There are, 
of course, many authorities whose operations 
are above reproach and who deserve our 
commendation. Furthermore, this Commission 
fully realizes that there are a lot of 
dedicated people serving on authorities. 
Nonetheless it is apparent that a number of 
authority members are incompetent and other-
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wise ill-fitted to hold their posts and that 
their appointments were based on political 
influence or friendship rather than on 
merit. Elected officials with the power to 
make such appointments should be obligated 
to select only individuals of proven in
tegrity and ability for these assignments. 
It is strange indeed that public officials 
time and time again violate their obliga
tions to the citizens who elected them by 
appointing unqualified and incompetent 
people to supervise these highly complex 
facilities, thereby subjecting the very 
people they are designed to serve with 
substandard operations and unnecessary cost 
burdens. 

The extent of such authority incompetence 
and other questionable practices cannot be 
ignored. After the conclusion of forth
coming public testimony, the Commission will 
propose recommendations that, we hope, will 
at least mark a beginning of a new era of 
public accountabil i ty by wastewater treat
ment authorities that will benefit all 
authorities. Those many authorities which 
are properly managing adequate facilities 
should have no fear of stringent require
ments to more fully account for their 
activities. As for authorities which are 
not in compliance with appropriate design, 
construction, operational, managerial and 
personnel standards for their plants, they 
should be put on statutory notice that 
reforms must be implemented. Without these 
reforms, in view of the huge debt obliga
tions that are being assumed, improperly 
equipped and poorly managed sewerage 
authority systems face defaults that could 
impose huge financial burdens on the county 
and local governments that have sponsored 
them. The cit i zens whose personal heal th, 
domestic safety and quality of life depend 
on these entities deserve protection from 
even the threat of a collapse anywhere in 
this state of such an essential public 
service. By these public hearings, the 
corrective recommendations they will produce 
and by continuing. its surveillance in the 
field, this Commission intends to maintain 
a~ ongoing role in assuring that the public 
receives the appropriate, honest and 
fiscally stable sewerage treatment perfor
mance it deserves. Mandated accountability 
for all county and local authorities is the 
key to the success of this effort. 
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EZperts Set Hearing Stage 

At the outset expert witnesses provided an overview of the 
problems posed by county and local sewerage authorities. Their 
testimony set the stage for subsequent public hearing episodes 
which illustrated the extent of the managerial and operational 
deficiencies of a number of such entities and which, from time to 
time, caused the Commission to direct referrals of possible 
criminal evidence to the Attorney General's office. (The entire 
transcript of public hearing testimony has since been submitted to 
Attorney General Irwin I. Kimmelman). 

These expert witnesses were Barry Skokowski, director of the 
Division of Local Government Services in New Jersey's Department of 
community Affairs1 Edwin H. Stier, director of the Criminal Justice 
Di vision in the Attorney General's Department of Law and Public 
safety from 1977-19821 Kenneth Konz, special assistant to the 
Inspector General of the Federal Environmental Protection Agency 
(EPA), and Clifford A. Goldman, former State Treasurer and now a 
principal of a consulting firm specializing in governmental bond 
financing. 

Local Authorities Need State Oversight 

Skokowski testified as the overseer of the financial affairs 
of New Jersey's 567 municipal and 21 county governments. He 
described his Division's supervisory powers over local governments 
as "the most strict in the nation," including budget reviews, 
annual audits, certification of finance officers and tax 
collectors, debt management and programmed financial assistance. 
Questioned by James T. O'Halloran, executive director of the SCI, 
Skokowski recalled that county and municipal sewerage and water 
authorities were first authorized by the State Legislature in 1946, 
and municipal utilities authorities (MUAS) in 1957, primarily "to 
get around the debt limitation imposed by the Legislature" that 
prevented county and municipal governments from sponsoring 
critically needed but costly sewerage, water and other utility 
facilities. However, Skokowski testified, the authority-enabling 
laws of the 1940s and 1950s failed to give his division more than a 
perfunctory role of receiving periodic fiscal audits, a requirement 
that had been ignored to such an extent that he was unable to state 
precisely how many authorities were actually in operation. He said 
his Division had managed by means of a telephone survey to identify 
at least 78 utility authorities and 71 sewerage authorities but, he 
added, "it is my personal belief there are others that we have yet 
to ident ify." 
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Skokowski was referred to an SCI 
amounts of federal and state grants 
authorities. He agreed that the chart 
it could not itemize, because of a 
Skokowski testified: 

chart* which listed the 
to sewerage and utility 
was significant for what 

lack of available data. 

* 

Q Would you explain in some measure what 
those figures mean on that chart start
ting with the federal grants? 

A. That particular chart indicates that 
there are over $1,500,000 in federal 
grants that have gone to sewerage and 
municipal utilities authorities in New 
Jersey since 1970 ••• it certainly leaves 
a lot to a person of regular means to 
comprehend. That number, I think, could 
grow as we do more and more research. 

Additionally, it shows there are over 
$150 million in state grants. But the 
most, I think, interesting figures on 
that chart are the figures that are not 
available1 that is, we don't have good 
sol id numbers on the bond proceeds or 
the user charges being levied against 
taxpayers for the State of New Jersey. 
There is, to my knowledge, no central 
repository in the state government for 
such vital numbers. 

I would indicate that certainly compared 
to local governments, by that, I mean 
municipal and county governments, obvi
ously the state knows the tax rates of 
every town and how much money is coming 
in, et cetera, but that information is 
not available for sewerage and municipal 
utilities authorities, to my knowledge. 

FUNDS AVAILABLE TO 
SEWERAGE & MUNICIPAL UTILITY AUTHORITIES 

IN NEW JERSEY 
(1970 to Present) 

FEDERAL GRANTS: 

STATE GRANTS: 

BOND PROCEEDS: 

USER CHARGES: 

OVER $1,500,000,000 

OVER $ 150,000,000 

FIGURES UNAVAILABLE 

FIGURES UNAVAILABLE 
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Q. And as you say, those absent numbers 
are more significant than the ones 
that are on there? 

A. Absolutely, because again it's the tax
payer who is the bottom line there in 
the user charge.. One way or the other, 
the taxpayer will be funding an 
operation that is, hopefully, very well 
run. As I say, many are. 

Q. Can you approximate at this time how 
much debt the MUA's in New Jersey have 
incurred? Is there any figure that you 
can give to this Commission? 

A. I can give this Commission the best 
figure of our research and, once again, 
cannot tell you this number is 
absolutely correct. The outstanding 
debt for 78 municipal utilities 
authorities that we have identified in 
the State of New Jersey according to 
our reporting i sources is over $1 
billion. 

Additionally, we have located 71 
sewerage authorities that report a debt 
of over $350 million. A lot of that 
money is financed by temporary notes or 
bans as we refer to them, but I do not 
want to attest to the amount of money 
being financed by those temporary 
notes because I'm not convinced of 
their accuracy. 

Q. You have testified, I think that the 
MUA's are not subject to any limitation 
on the amount of debt to which they 
might become obligated. Is my under
standing correct? 

A. That is correct. I would think there 
is a limit in the marketplace, but I 
can't even testify to that effect 
because it appears that they do go out 
and borrow a lot of money without much 
trouble. 

Q. Is there no statutory limit? 

A. That's correct. 

Q. Just for the sake of clarity, are MUA's 
subject to the Cap Law to which coun
ties and municipalities are subject? 

A. Absolutely not. 
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Q. They're not. To your knowledge, does 
any federal or state agency oversee the 
MUA's closely at the present time? 

A. No, sir. 

Q. How about the federal grant peoplel 
isn't there any oversight of the grant 
money that is extended from the agency 
to the MUA? 

A. To my knowledge, all state and federal 
grants contain monetary provisions 
that's very common bOilerplate, and to· 
some extent I'm sure that goes on, but 
again it does not look at the total MUA 
or the sewerage authority •.• 

Q. Is there any monitoring of the MUA's or 
sewerage authorities by the Department 
of Environmental Protection in the 
state, to your knowledge? 

A. I would certainly feel that they do 
monitor their grants and they do monitor 
responses with the MUA' s and sewerage 
authorities. I don't necessarily think 
-- I know that they don't look at the 
total picture of the MUA and the 
sewerage authority, they look at their 
funds. I think they're limited to the 
fact that they give out grants for a 
limited operation. 

Q. And I believe 
there is no 
charged users? 

that you testified that 
control over the rates 

A. That's correct. 

Q. So that the overall structure then of 
the MUA's are not really subject to any 
oversight? 

A. No, sir, that's right, you're correct. 
And I would say that if you compare the 
two to local governments, I call them 
municipal and county governments, the 
comparison is very, very obvious in 
terms that there is no review or 
scrutiny. 

Q. Now, you've testified that your office 
supervises and regulates the 567 
municipalities, 21 counties in the 
state. You do not supervise the MUA's. 
You talk about local governments. Do 
you cons ider MUA 's any form of local 
government or any form of government? 
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A. Yes, sir, I definitely do. In fact, as 
I read the state constitution,. it 
indicates that the legislature can 
create and abolish local governments. 
They are, indeed, the shadow government 
of New Jersey because they don't report 
to the public, but they are more than a 
billion-dollar enterprise out there. 
And I would like to bring some light 
into the shadow, so to speak. 

Q. They certainly have an effect upon the 
constituency which they serve, do they 
not? 

A. Absolutely, they are a taxing district. 
Whether it's a user charge or taxes, 
it's still money that we taxpayers all 
have to payout annually. 

Q. Are you familiar with the organizational 
structure of MUA's and how the authority 
commissioners are appointed and that 
sort of mechanism? 

A. Yes, sir, the local authority is created 
by action of either a county of 
municipal governing body, and they 
certainly have the legal right to 
appoint the appropriate individuals 

Q. 

The authority membership is normally for 
a five-year term, appointed by the 
governing body, and each year there's a 
new member appointed, staggered terms, 
one every year. But once the authority 
is created, it's autonomous. It has a 
great deal of power and it, in essence, 
can pick their contractors and their 
employees and they can set the budget, 
if, indeed, they have one, because 
unfortunately, I'm not convinced that 
all authorities have an annual budget. 

I see. Are there any 
your knowledge, for 
board member? 

qualifications, to 
appointment as a 

A. No, sir, there are not. 

Q. And to your knowledge, are there any 
qualifications for appointment as 
executive director of an authority? 

A. No, sir. 
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Another exhibit depicting the organizational structure of 
authorities (See next page) led Skokowski to critize the lack of 
standards for the selection of consultants and other "professional" 
advisors: 

Q. Would you look at that chart and on the 
lower left where it has the 
"Professionals," if you will, who work 
with authorities, starting with the 
"Consultants" on the top line. How are 
those consultants chosen,· to your 
knowledge? 

A. It's an excellent question. They're 
chosen, hopefully, based on professional 
expertise, but they're selected by the 
authority commissioners without any 
review or oversight, and as long as they 
have the license they are selected. 
There is no requirement that there be 
any standards. 

Q. Well, looking at all of those that might 
be called professionals, going down that 
list with accountant, attorney, 
engineer, et cetera, are there any 
limitations, to your knowledge, on the 
fees which these professionals may 
charge the authorities? 

A. Absolutely not. 

Q. Wi th regard to 
appear in that box 
do you know how 
selected? 

the contractors who 
right in the center, 
the contractors are 

A. Hopefully, I say that carefully, 
hopefully, the contractors to construct 
a facility are selected from public 
bidding under the Local Public Contracts 
Law. It is extremely clear to me that 
40: A-ll, which is the Local Public 
Contracts Law, requires MUA's and 
sewerage authorities to comply with the 
provision of that particular statute. I 
hear that that's not always the case, 
but certainly it is the way it should be 
done. 

Q. Have you heard as well that 
some MUA's who feel that 
Publ ic Contracts Law is not 
to them? 

there are 
the Local 
applicable 
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MUNICIPAL UTILITY AUTHORITY - Construction and operation 
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hydroelectric 

" 
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Yes, I have, and yet the 
specifically spells out the 
"authorities," local authorities. 

law 
word 

Q. So there's no question in your mind that 
it does apply? 

A. That's correct. 

Q. Would 
MUA's 
money 

you explain 
are funded, 
to carry out 

in some detail how 
where they get their 
their projects? 

A. Well, certainly there are a number of 
MUA's that have operated in the State of 
New Jersey that have received federal 
and state grants and of times they're 
really federal dollars being passed 
through the State Department of 
Environmental Protection. 

Additionally, they have the right to go 
out on what are called bond anticipation 
notes, better known as bans to obtain 
their particular funding for various 
activities. Additionally, there is, to 
my personal knowledge, no limitation as 
to number of years in which a municipal 
utilities authority may rollover those 
particular bans. 

By rolling over, I mean keep on going 
back to the bank year after year to 
refinance the particular operation, very 
similar to a person who takes a loan one 
year for $1,000 and the very next year 
borrows $1,200 to pay back the original 
principal plus the interest, and on and 
on and on. 

Now, the concept is that MUA, and many 
are excellent MUA' s and certainly, Mr. 
Chairman, there are a variety and a 
large number of sewerage authorities and 
MUA's that are operating to peak 
efficiency and deserve a lot of credit, 
but there are those, unfortunately, who 
have been borrowing moneys on bond 
anticipation notes continually and 
rolling over these funds without 
generating a revenue to payoff these 
bond anticipation notes, and that is a 
frightening circumstance in the State of 
New Jersey. 
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I take it that your division does not 
have any supervisory power over these 
MUA's and sewerage authorities? 

A. That's correct. The only authority that 
we are aware of is the fact that they 
must file an audit report with us. 
However, as the· chairman of the finance 
board and prior to my assuming that role 
of the Local Finance Board, we inquired 
of the Attorney General for a formal, 
legal opinion as to our rights and obli
gations to supervise local authorities. 
There are those of us who believe that 
is a role for the Local Finance Board 
and the Division of Local Government 
Services. 

Q. You have just stated that the MUA' s do 
file audits with your division. Are you 
satisfied that these audits are in a 
standard form and in the form acceptable 
to your division? 

A. No, sir, I'm not. The division, most 
recently, has obtained some really 
mediocre funding to get involved in this 
particular area, and one of the first 
things we've done is issue a contract to 
a consultant to assist us in the 
preparation of a standard audit guide 
and a red-flag system to bring forth 
trouble areas to our attention. 

Q. How will that assist your division in 
carrying out what it feels it has to do 
with these MUA's? 

A. Well, it's a very, I think, good system 
and it's a good beginning point. It is 
not overly agressive. What we propose 
is a 26-week system, whereby, a consul
tant would aid our staff in the develop
ment of procedures. It's a mutual 
training ground. It would provide us 
with a system of knowing when there is 
insufficient money to repair the facili
ties that are involved. It would pro
vide us with techniques to assure a 
standardized audit and would bring us up 
to the forefront, what is called in the 
accounting journals fixed-asset account
ing, which does not exist in the State 
of New Jersey and which is really a 
requirement, if not enforced, but a 
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requirement of federal grants on 
activities as sewerage and 
authorities. Such accounting would 
to it that we don't have collapse of 
infrastructure. 

The Camden County Author tty Probe 

such 
MUA 
see 
the 

Di rector 0' Halloran asked Skokowski to describe the role of 
the Local Government Services Division in the 1976-77 investigation 
of the Camden County Municipal Utilities Authority (CCMUA). 
Despite the age of that 1nqu1ry, the debt-burdened Camden 
authority, which has yet to construct a facility adequate to meet 
its county-wide obligation, retains its potential for total 
collapse. Skokowski cited findings of a fiscal audit of the CCMUA 
by his division as an illustration of the problems that could 
afflict other such entities in New Jersey: 

Q. Could you briefly highlight the findings 
of that audit that you conducted? 

A. Yes, we reviewed all the records of the 
authority and we found out that the 
commissioners of the authority were 
involved in both operations as well as 
establishing policy. We found some of 
them had daily contact with the 
direction over the activities of the 
engineering-consultant employee 
attendants and overriding the executive 
director's recommendations on an 
employee matter or matters. We found 
that there was a violation of the 
principal policy versus execution. We 
found that whenever the executive 
director would be overriden, the 
reasoning was not clear as to, on the 
record, as to why that would occur. 

We recommended, that there be a code of 
ethics established for the commissioners 
of the CCMUA, and I think that would 
apply to all public authorities. 

We also found, and this I think is most 
problematic, they exhibited extremely 
poor management over consultant 
contracts. They selected a firm which, 
to our information, had littl~ 
exper ience in sewage disposal systems, 
and in another case, a firm without any 
apparent execution or review of the 
firm's credentials by the CCMUA. We 
found that the contract negotiations 
procedures were really very poor. We 
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further found out that the CCMUA bylaws 
required the chairman to execute legal 
instruments or documents approved by the 
authori ty, but we also found that the 
award of these contracts were sometimes 
without prior consent of the authority 
commissioners. 

The monitoring of the contracts that we 
have reviewed consisted only of CCMUA 
staff reviewing arithmetic calculations 
and determining whether reimbursements 
were proper. We found that CCMUA is 
being billed for costs not directly 
associated with the authority. 

And we also found that the CCMUA 
commissioners increased the cost 
ceilings on their consultants contracts 
wi thout amending the contracts, which, 
in my mind, is a violation of the Local 
Public Contracts Law. Certainly the 
engineering firm of Porter & Ripa needs 
nothing else to be said. They were 
deeply involved in Camden County and had 
a contract more than doubled from 1.5 to 
$3.3 million. And, as I think, a 
partial result of inquiry that was made 
in this regard caused the disbanding of 
that particular firm. 

Additionally, we found examples of what 
local governments, municipal and county 
governments, determined to be excessive 
spending of administrative costs. We 
found that the CCMUA owned two cars and 
at least three others, and those cars, 
by the way, were not leased through 
Local Public Contracts Law because the 
lease extended for a period not allowed 
in the Local Public Contracts Law. The 
cars had no gu ide lines for the i ruse. 
They were perhaps a little more 
luxurious in some cases than municipal 
governments are able to purchase today. 

And we even found that they had no 
controls over business travel expenses. 
We encountered the fact that they went 
to the islands, just about the entire 
staff and commissioners of the CCMUA at 
one particular point in time, and such 
travel is unheard of anymore at the 
municipal, county or even state level. 
These kinds of excesses, perhaps, are 
minor in terms of actual dollars, but 
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they do demonstrate to us the fact that· 
the CCMUA was not at that particular 
time concerned about cost. They had yet 
to build any facilities to generate 
money, income, so, therefore, these kind 
of expenses certainly seemed 
extraordinary to us. 

We also recommend that they can save 
money, a great deal of money, if they 
were to hire a full-time attorney rather 
than relying on their consultant 
solicito.r, who was, at that particular 
time, for a part-time assignment, was 
paid $39,000 annually. 

Q. Okay. Do you know the operational 
status of the Camden County Authority at 
this time? Is it still self-sustaining 
is what I'm getting at. 

A. No, not self-sustaining... It added a 
brand-new administration building in the 
City of Camden that is a very 
pleasant-looking structure and would 
appear to be a structure that was built 
look ing for great expans ion because it 
seems a little large for the staff that 
they might have at the present time. 

Q. How many customers does the authority 
have at this time, if you know? 

A. To clarify the question, the paying 
customers are limited to the City of 
Camden. The other municipalities in 
Camden County were forced, by court 
action, to join the CCMUA, but because 
CCMUA is not building any new facilities 
they don't have to get involved at this 
particular time. 

Q. So that their user right now is the City 
of Camden; is that it? 

A. Yes. 

Q. So they have not built anything yet for 
which they were formed; is that correct? 

A. That's correct. 

Q. Now, you ment ioned before the practice 
of roll.ing over. I assume that, based 
upon what you just said about Camden 
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County, that they have engaged in this 
rollover operation more than once? 

A. Yes, sir. 

Q. Do you know how many times they did? 

A. I would say that we could estimate six 
or seven times. 

Q. Is that rare? Is Camden County a rarity 
or common practice in the field? 

A. It's a fairly common practice until 
operations begin. I should point out 
that the local bond law that applies to 
munincipalities and counties limits such 
rollovers to 5.5 years and that is the 
ultimate limit that's allowed for 
municipal and county governments, and we 
encourage them to go to permanent 
financing a lot earlier than that. 

Q. If there should come a day of reckoning 
when these MUA's must stop the rolling 
over and are unable to payor to repay 
the debt, who pays it? 

A. Taxpayers of the various counties ••• the 
bottom line is the taxpayer. 

Legislative Reforms Falter D~spite Probes 

Skokowski was asked to relate other investigations of 
authorities to current problems spotlighted by the Commission's 
public hearings - and to unsuccessful legislative efforts to make 
authorities more accountable to the public: 

Q. Now, did your office 
examination of the 
Utilities Authority? 

also conduct an 
Western Monmouth 

A. I was called to a meeting with the 
Division of Criminal Justice several 
years ago to consult with them about an 
investigation underway involving that 
part icular author i ty. It was not 
exactly a full, total review like Camden 
County's was. 

Q. Could you 
benefit of 
examination 

give the Commission 
any highlights of 

or that meeting? 

the 
that 

A. The concern there was represented to be 
the fact that the transactions taking 
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place to fund the operation of the 
authority involved underwriters who 
would make negotiated bids on option 
notes being issued by the 
authority ••• money funds that could be 
used for purposes other than the fund's 
purpose. By that I mean the fact there 
are certain individuals who may have 
been at the receiving end of money as a 
result of their official position which 
did not involve the payment of any 
funds. 

Q. All right. Are you aware of any 
improprieties or any problems in recent 
time, and by that I mean within the last 
two years, involving the Hudson County 
Municipal utilities Authority? 

A. Yes, sir. There was a problem with the 
rollover of Hudson County Municipal 
Utilities Authority last year. It was 
resolved temporarily, but certainly the 
long-term solut ion has got to involve 
state involvement to see to it that the 
fiscal integrity of all MUA's, 
especially Camden and Hudson, are taken 
care of appropriately. 

Q. Has there been any legislative attempt 
in recent time to impose any regulations 
for oversight of MUA's in the state? 

A. Yes, sir, there has. There has been an 
assembly bill last year called Assembly 
Bill 1533 and it's been reintroduced 
this year as Assembly Bill 144, and 
additional bills in the Senate, that 
would impose many of the same controls 
our division has over local governments 
to local authorities. We would, for 
example, have to receive copies of the 
budget. We would have to make sure that 
their creation as an MUA or authority 
was economically viable. We would have 
to review their project financing to 
make sure it is economically viable and 
we would have a variety of financial 
reporting systems installed. 

Q. What happened in the past to Assembly 
Bill 1533? 

A. It was not brought up for vote. 

Q. And pending at this time is Assembly 
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144; is that correct? 

A. Yes, sir. 

Q. Generally, the bill provides, or the 
bills provide, that your division would 
have approximately the same kind of 
supervisory authority over MUA's, as you 
know of, over local governments; is that 
correct? 

A. That's correct. 

Q. Is there not in this 
association of authorities 
kind of trade association? 
familiar with that? 

A. Yes, sir, I am. 

state 
that 

Are 

an 
is a 

you 

Q. Do you know whether 
Authorities' Association 
position with regard to 
legislation? 

or 
has 
this 

not the 
taken a 
pending 

A. They do oppose it. 

Q. Would the passage of this legislation 
require any additional personnel in your 
division to enforce the provisions of 
the law? 

A. Yes, sir, it would; not a large staff, 
but certainly a few people are needed. 

Q. By a few, do you mean two or three or do 
you mean more than that? 

A. I would, if I had my druthers, I would 
prefer five or six. I also would like 
to do so~ething that's perhaps never 
been done before, and that is add a 
staff member who is skilled in th~ 
engineering field and could provide 
technical assistance and advice to these 
authorities on ways to operate that are 
cost-effective from a non-abuse -- use 
the term partisan, not in the term of 
partisan, but non-partisan activity, in 
the sense he would be the person trying 
to get the most cost-effectiv~ procedure 
underway rather than building consultant 
fees. 
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Q. Mr. Skokowski, would it be fair to say 
that (unlike) counties and municipal
ities with very high visibility and 
which are subject to regulation by your 
office in many matters and in many 
facets, would it be fair to say that 
MUA's, as compared with local 
governments, with millions of dollars 
available to them through grants and 
through bond proceeds, and as you have 
called them, shadow governments, are 
very much less visible and that these 
MUA'S are subject to virtually no state 
fiscal control? 

A. You're statement is quite correct. 

Q. And it is the desire of your division to 
change that around to see to it that 
some controls are made viable over these 
MUA's and sewerage authorities? 

A. Th at's correct. I don't 1 ike the word 
"control" so much. I like to be a part 
of what they're doing and make sure 
they're doing it right. The majority, 
who do the job right, should have no 
problem with our involvement. Those 
that need help should receive it and, 
hopefully, get a better bond rating and 
therefore less cost to the taxpayer. I 
certainly encourage that. I have made a 
budget request in the state budget for 
that kind of funding for the past 
several years and I am very supportive 
and actively working to get this system 
underway. 

Present Authority Audit Filing "Useless" 

The Commission noted that 
authorities to file annual fiscal 
Local Government Services a 
previously described as ineffective. 
asked for an additional explanation: 

existing law requires local 
audits with The Division of 

requirement that Skokowski 
Commissioner John J. Francis 

EXAMINATION BY COMMISSIONER FRANCIS: 

Q. Do you have the power to do anything 
with those audit reports? 

A. Frankly, the audit reports that we 
receive, I would say, are almost useless 
or they are less meaningful than the 
audit system that I would prescribe. 
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They merely indicate moneys corne out, 
money has been spent for this particular 
activity. The controls of that money, 
how it's been utilized, are not shown as 
municipal and county audits would show. 
The scope of the audit is not uniform 
and of times is very, very scanty about 
what it indicates. 

You've anticipated 
questions. There is 
of accounting, I take 

my next couple 
no uniform system 
it? 

A. That's correct. 

Q. There is for municipalities? 

A. Yes, sir. 

Q. Are these municipal reports done by an 
independent CPA? 

A. 

Q. 

A. 

Q. 

They are done by a licensed CPA or 
registered municipal accountant. 
Normally, CPA's are controlled by 
professional services board by the 
Department of Law and Public Safety. 

In your opinion, is it enough of a 
safeguard, enough of a check, enough of 
a restraint, that the bonds issued by 
MUA's and sewerage authorities sell 1n 
the marketplace and that the authority 
is obligated to pay back the debt it 
incurs by selling those bonds? 

I think I can answer that question most 
directly by indicating to you that I 
have, over the past three years, spoken 
to analysts on Wall Street and told them 
of my desire to get involved with 
sewerage authorities, MUA's and the 
like, and they praised that particular 
effort. They further indicate it should 
probably make the cost of the bonds go 
down (and) help reduce the increasing 
cost of funding. They like a full 
reporting disclosure and, believe me, 
they do like what we do for municipal 
and county governments. So, I can say 
to ydu that this has got to occur 
sometime in the future. 

You described for us some of the problem 
that you found in Camden which may still 
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pers ist. Wi th the lack of oversight 
that you've described, could those same 
problems exist in many other MUA's and 
sewerage authorities had it not been 
known to any regulatory body? 

A. Yes, sir. 

Q. We've also heard in some of our private 
sessions that these, the bills that 
you're supporting, would provide greater 
(supervision) over an authority than 
over a municipality. Is that true? 

A. Frankly, I believe if you read those 
bills, they parallel very closely 
municipal and county laws. The only 
thing that I could see anybody saying is 
the fact that creation of an MUA or 
authority should be reviewed first to 
make sure it's economically viable. We 
don't have to do that with local 
government because every square inch of 
New Jersey is incorporated already, 
that's correct, that's the only 
difference I, personnally, see, sir. 

Criminal Probes of Authority Misconduct 

The next witness, Edwin H. Stier, director of the Attorney 
General's Division of Criminal Justice from 1977-82, reviewed the 
record of state investigations and prosecutions of fraud and other 
allegations against authorities. He contended that such law 
enforcement activities were, and continue to be, essential -- but 
would not alone produce the necessary reforms of the authority 
system. He agreed with Local Government Services Director 
Skokowski that statutory supervision by the State was needed to 
provide a basis for more effective law enforcement of both a civil 
and criminal nature against misconduct by authority members and 
employees and by vendors and others who provide services and 
suppl ies to author i ties. At torney Robert. Ge isler, who superv ised 
the Commission's investigation but has since entered private 
practice, questioned Stier: 

Q. From your position as Director of 
Criminal Justice, do you perceive any 
problems with utilities authorities and 
sewerage authorities as governmental 
bodies? 

A. Yes, over the years that I've been with 
the Attorney General's office we've 
conducted numerous investigations of 
allegations of criminality and 
mismanagement that have arisen out of 
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the operation of utilities authorities. 
If I had to summarize the conclusions 
that I've come to, it's that we found a 
consistent pattern of administration 
among utilities authorities that is 
weak, inadequate. In effect, these 
authorities are run as though they are 
mom-and-pop operations. 

Q. What are the specific problem areas? 

A. Well, they're numerous. I think that 
the problem areas start with the lack of 
accountability; I suppose that's the 
best way to describe it, lack of 
accountability to the public for the 
operation of these authorities. The 
whole concept of creating an authority 
and making it independent of local 
government was, in part, for the pur
poses of insulating it (from) political 
interference. That insulation, however, 
as a practical matter, has not protected 
it from political interference and, in 
effect, political interference still 
goes on in the operation of these 
authori ties. But the insulat ion that 
they've been given by removing them from 
the duly-constituted, Constitutionally
established local governments of the 
state, that insulation protects the 
political interference from detection 
and from being held accountable to the 
publ i c. I don't want to ind icate by my 
remarks all authorities, it's by no 
means true that all of them are poorly 
operated, but many of them are and 
nobody can do anything about it in part 
because of the fact that these author
ities have been insulated from accounta
bility to the public or any govern
mental body. 

To be more specific about it, I think 
that the problem areas are in the lack 
of standards and lack of oversight in 
the selection of members, selection of 
contractors and procedures under which 
they operate auditing, fiscal 
accountability, quality of performance. 
There are virtually no standards by 
which these authorities have to operate 
and there is no single governmental 
entity overseeing their operation 
generally. 
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Q. Are the cr iminal laws of the state and 
the enforcement of those laws by the 
Attorney General's office and the county 
prosecutors sufficient to protect the 
public from the problem you just enumer
ated? 

A. No, in a criminal investigation or 
prosecution we can only scratch the 
surface. We can only find the most 
flagrant kind of situations, and if the 
people who have decided to abuse their 
positions in these authorities are 
stupid enough to do it in a way where we 
can catch them, we can then conduct a 
criminal prosecution. In the majority 
of cases, either the system of standards 
and controls is inadequate to assure 
that in order to cheat the public some
body has to commit a crime to do it, or 
the problem is simply one of waste and 
mismanagement and not a criminal problem 
and we can't prosecute it. 

Q. 

But, to suggest that these authorities 
can be held accountable to the public 
through the criminal justice system, I 
think, is incorrect and is an inadequate 
solution to what I think is a major 
problem in the state. 

Has the Attorney General's 
ducted many investigations 
pal utilities authorities 
authorities? 

office con
into munici

and sewerage 

A. Yes, we conducted numerous investiga
tions allover the state. 

Q. Have the investigations 
successful prosecutions? 

resulted in 

A. In some few cases, yes, we've been able 
to determine that there were criminal 
violations and to gather enough evidence 
to support an indictment and a prosecu
tion. 

Q. Is the absence of a successful prosecu
tion an indication that the problem is 
also absent? 

A. Absolutely not. In 
been frustrated in 
develop evidence of 

many cases we have 
not being able to 
criminal violation 
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sufficient to justify prosecution. But 
we found mi smanagement, absence of 
controls and all the other problems that 
I've alluded to, and in a number of 
these instances we have gone to other 
agencies of government which have a 
responsibility to oversee, to one degree 
or another, the operation of utilities 
author i ties and ask them to intercede. 
And in some cases that has been (only) 
moderately successful, not because of a 
lack of enthusiasm or desire on the part 
of those state agencies to do anything 
about the problem, but because of an 
absence of authority to do it. 

So, we have tried to take the 
information that we've gathered through 
our criminal investigations and provide 
it to other agencies. But at present, 
there is not sufficient authority in 
other agencies to step in and solve the 
problem. And just because nothing has 
been done by way of indictment or 
prosecution in that particular 
investigation should not in any was 
suggest that no problem exists. 

CCMUA and Other Prosecution Targets 

Q. Do you 
some of 
about? 

have any concrete examples of 
the problems you've spoken to us 

A. Well, I think that the most flagrant and 
highly-publicized example of abuses by a 
utilities authority is the Camden County 
Municipal Utilities Authority situa
tion. I know that Barry Skokowski 
testified at some length about it, and I 
don't want to repeat the details he 
provided. But I think in analyzing the 
history of the CCMUA the problems that 
were brought to the surface in the 
course of that series of investigations, 
audits, hearings and so forth, and by 
generalizing from them, I think you're 
going to find some insight into what the 
problems are in other utilities author
ities. 

That situation, CCMUA, was probably the 
most throughly investigated, audited and 
prosecuted situation that I know of in 
this state. And to this day, I'm not 
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certain that any significant changes 
have corne about as a result of all that. 

Q. How did that investigation begin? 

A. Well, the investigation began with an 
allegation that an attorney who had been 
retained by the CCMUA was receiving 
excessive fees. We investigated those 
fees. I think the figure that we were 
told was $10,000 a month for his legal 
services. We look into that, and as a 
result of that investigation, and in 
talking to people at the CCMUA and who 
had knowledge of it, we began to find a 
whole series of problems. 

One investigation led to another. And I 
suppose if I were to catalog those 
investigations they would include the 
selection of engineering firms; that is, 
the process by which consultants who are 
selected by the CCMUA indicating the 
potential, if not for outright corrup
tion at least for political favoritism 
and the lack of objectivity in that 
select ion process; the personal prof i t
ing by individuals who are politically 
influential with members of the CCMUA 
(and) the decisions made by the CCMUA; 
that is, knowledge about where the sewer 
lines would go and the obvious apprecia
tion of property values in those areas; 
excessive billing by a consulting firm. 

We found in our investigation that at 
the time of our investigation fully 67 
percent of the total funds of the CCMUA 
were paid to a consulting engineer in a 
series of very wasteful spending prac
t ices by the members of the CCMUA as 
though the funds of that ent i ty were 
their's to do with as they pleased, and 
that they had no responsibility to the 
public, to the taxpayers, or to any 
governmental entity. 

Q. Did any indictment result from the 
investigation? 

A. Well, a number of things happened 
including a major indictment. The State 
Grand Jury indicted the firm of Porter & 
Ripa which was the consulting engineer
ing firm for the CCMUA, charging in its 
indictment approximately $400,000 in 
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fraud in its billings to the CCMUA, that 
is 8400,000 which, according to the 
indictment, were charged to the CCMUA 
improperly with knowledge that the CCMUA 
was not obligated to pay those amounts. 

The corporation and several of its 
employees were convicted, and, in the 
course of that criminal prosecution 
there was also a lawsuit brought by the 
Attorney General against Porter & Ripa 
and the members of the CCMUA for 
permitting themselves to be defrauded by 
Porter & Ripa. The full amount of that 
lawsuit in its complaints, that is 
alleged in the complaint, was something 
around 8700,000. 

We requested that the Department of 
Environmental Protection examine the 
operation of the CCMUA to determine 
whether or not they were complying with 
governmental standards to the extent 
that DEP has the author i ty to control 
what CCMUA did. 

We asked them to exercise that authority 
and we asked for an audit by the 
Division of Local Government Services or 
the Department of Community Affairs, 
which audit was conducted with the 
conclusions that Barry Skokowski 
provided to the Commission just a few 
minutes ago. 

And last, at the request of the then 
Attorney General Hyland, the Freeholders 
of Camden County initiated a removal 
proceeding against members of the 
authority, a very cumbersome, 
time-consuming, difficult proceeding 
which ultimately resulted in the removal 
of several members of the authority, 
including its chairman. 

Do you have any opinion 
root of the problem 
County? 

as to what the 
was in Camden 

A. Well, if I were to pinpoint one major 
problem, it was excessive political 
interference in the way in which that 
authority operated and an inability on 
the. part of the county freeholders, 
becciuBe of the legal independence of the 
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authority, to do 
assuming that they 
anything about it. 

anything about it, 
had any desire to do 

Q. Was the authority being used as a 
political plum? 

A. Well, at the time of our investigation 
we had very clear intell igence 
information indicating that there were 
two major political factions in Camden 
County; one headed by James Joyce, who 
has been convicted of jury tampering, 
and another headed by Angelo Errichetti 
and that those two political factions 
were vying for control of the authority, 
and ultimately struck a deal, which at 
the time of our investigation, put Joyce 
in control of the author i ty. And I 
think the record clearly demonstrates 
that James Joyce exercised very tight 
control over the way in which that 
authority operated. 

Q. Do you know of any legislative or 
administrative changes that have 
occurred since the Camden County 
situation? 

A. None to my knowledge. 

Stier Suggests Reforms 

Q. Do you have any recommendations to this 
Commission that should be enacted? 

A. Well, without outlining in detail a 
specific legislative scheme, it seems to 
me that when you add up the total amount 
of money that is funneled by the federal 
and state governments through these so
called independent authorities and you 
compare the degree of accountability and 
oversight that the public can rely on 
wi th the degree of accountability and 
oversight that is imposed on a municipa
lity, there is a serious inequity. I 
haven't added up the figures, myself, 
but I have got to believe that the total 
amount of money that runs through these 
sewer authorities very closely approxi
mates, if it doesn't exceed, the total 
budgets of all municipalities in the 
state. Yet, there is no accountability 
to the taxpayers or anybody else for the 
way in which they operate. I mean no 
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meaningful accountability. 

Sure, there is a requirement for outside 
audits, but those outside audits that 
are done by private accounting firms are 
inadequate to insure the public that 
these authorities are operating 
properly. It seems to me there's got to 
be a major overhaul of the standards by 
which these authorities are made to 
operate; that is, they have to be 
uniform, consistent standards. 

And second, the responsibilities for the 
overseeing, for policing these 
authorities has got to be fixed in one 
place. Right now there's a serious 
split between the Department of 
Environmental Protection and the 
Department of Community Affairs. The 
Department of Community Affairs has, to 
some degree, the responsibility for the 
fiscal oversight; to some degree, not an 
adequate degree, but to some limited 
degree. The Department of Environmental 
Protection has the responsibility for 
environmental oversight of these 
authorities. I believe that so long as 
you have that division, you're still 
going to have gaps; you're still going 
to have potential for problems. 

To give you an example, we found one 
authority in which they finally got, I 
think it was, a sewer I ine or a water 
line completed, and because of 
inadequate inspections, it was 
determined that the pipes were laid too 
shallow, and over the winter they all 
froze up and broke and the job had to be 
done allover again. Now, who is held 
responsible for that oversight? Is it a 
fiscal problem? Is it an environmental 
problem? Seems to me that oversight has 
got to be in one place, and that one 
agency has got to .•• impose standards and 
to police them, and those standards 
ought to include standards for the 
selection of the members of these 
authorities. 

I can't believe that in the private 
sector a business that had to spend many 
millions of dollars, as these 
authorities spend, would go out and 
select a group of well-meaning amateurs 
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to run that business. Private business 
just doesn't run that way. People who 
ought to be in charge of running a 
business, a multi-million dollar 
business, are people who ought to know 
something about that business. Well, 
the selection of these members of the 
authorities, I submit, in most cases is 
not based on their experience in 
managing millions of dollars, it's based 
on pOlitical relationships. 

Secondly, selection of staff has got to 
be made on the basis of some objective 
professional qualifications. It's the 
staff, in many cases, which actually has 
the responsibility for spending that 
money, for seeing to it that the 
selection of consultants and contractors 
is done on the basis of objective 
standards. And if you don't select the 
staff properly, if you base that on 
political considerations, if you don't 
have people who have the right kind of 
qualifications for the job, you're going 
to run into the kind of problems that 
we've encountered. 

You've got to set uniform accounting 
procedures; that is, what kinds of 
records not only have to be maintained 
by the authority but what kind of 
records have to be maintained by the 
contractors with which they do business, 
so that you can adequately audit 
performance to determine whether or not 
money was paid in kickbacks, bribes to 
various public offices, to make sure 
that cost overruns, to make sure that 
change orders, which frequently occur in 
the course of constructing these very 
elaborate systems, are done on the basis 
of genuine need. 

purchasing procedures have got to be 
establ ished, so that even in the 
selection· of contractors, we go beyond 
simply competitive ,bidding and require 
adequ~te prequalification of bidders., so 
tha.t .people who are performing these 
contracts know how .t.o do the work, have 
a proven record of ,$uccess, and to make 
sure that the bidding laws aren't being 
circuJUve.nted by the kind of excessive 
billing t.hrough cost overruns, change 
orders ~nd the like. 
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There has got to be a system for the 
selection not only of contractors, but 
consultants in which the bidding laws 
don't require that there be competitive 
bidding. Professional services are an 
area in which I believe that standards 
have got to be set. The select ion of 
attorneys, eng ineers and the whole 
variety of people who have fed off of 
these utilities authorities over the 
years, that has got to be brought under 
control. 

In addition, there has got to be 
genuine, thorough outside review, not 
only of the budget but adequate auditing 
of the expenditures made by these 
authorities; review of purchasing proce
dures and the purchasing itself to 
determine whether or not it was done in 
compliance with proper standards. Then, 
there has got to be some outside over
sight of contract compliance to make 
sure that even when the job is done, 
that is when you have a sewer plant 
operating and sewer lines actually in 
and functioning, whether or not the 
authority got its money's worth or 
whether in ten years that facility is 
going to fall apart and we I re going to 
have to go through the whole same 
cons.truction process allover again. 

Now, without getting into a lot of 
detail about how that can be accom
plished legislatively, it seems to me 
it's long past time when the legisla
ture, and whoever else has some degree 
of authority, to begin imposing and 
enforcing these standards. 

Overview by U.S. Inspector General's Office 

Kenneth Konz, special assistant to the Inspector General's 
Office of the U.S. Environmental Protection Agency (EPA), testified 
next about investigations and audits of "possible fraud, waste and 
abuse" of sewerage and public utility authorities. The results of 
some of the inquiries in which he participated were cited by SCI 
Chairman Lane in his statement opening the public hearing. On 
several occasions, while on temporary assignment to the then 
Commissioner David J. Bardin of the State DEP, Konz conducted 
audits of certain local authority operations in New Jersey. From 
the standpoint of the Federal EPA's inspection process, Konz 
provided a specialized review of both general and specific 
oversight problems with authorities. 
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Sewerage Construction Oversight is State Responsibility 

Konz recalled that from'1976 to 1980 the State DEP had a staff 
of construction inspectors who had had on-the-job experience and 
who "kept track of all construction projects around the state," 
made "unannounced drop-in visits" at key periods of work-in
progress and maintained effective oversight. However, he pointed 
out, the DEP by 1980 had discarded this inspection process and 
reverted to the Federal system of infrequent, pre-announced 
inspections of a 1 imi ted nature. The Federal syst.em, he conceded, 
failed to uncover construction problems at a time when such 
deficiencies could be easily and cheaply corrected. The State 
DEP's inspection cutback, Konz emphasized, was a misjudgment, 
particularly since, in his view, full responsibility for the 
consequences of poor construction now rests with the local 
municipality or authority and ultimately with the state itself. 
The Commission asked Konz to elaborate on this topic: 

EXAMINATION BY COMMISSIONER FRANCIS 

Q. Mr. Konz, does the federal EPA conduct 
any kind of a review before it extends a 
grant to an MUA to see if that authority 
has the necessary competence, expertise 
and capacity to handle the funds and to 
build the project effectively and 
efficiently? 

A. Historically, the answer to that is no. 
Federal grant programs have operated 
primarily on the basis (that) ••• the 
state and local government entities are 
responsible part ies for grants. EPA's 
regulations in this vein have recently 
been tightened up in that a grantee is 
now supposed to demonstrate his 
capability. And what this means is if 
in future cases where we have instances 
and knowledge of previous deficiencies 
in grantee operations, they're going to 
have to, in the future, be able to 
demonstrate or explain to us what 
corrective action has been taken so such 
deficiencies don't continue. 

Q. Do you h.ave any feel ing as to whether 
EPA would like greater authority in that 
area of review before it extends a bid 
or would you prefer to have it in a 
state authority or in municipal 
authority itself? 

A. It's my opinion that that responsibility 
does rest primarily with the local 
government. In cases like New Jersey 
where we have municipal utility 
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authorities that are somewhat 
independent organizations without a 
great deal of oversight, I personally 
believe that a need for accountability 
and need for establishing clear 
responsibility and seeing that adequate 
systems are there is essential as the 
local governmental municipalities. And 
MUA's are created under state authority, 
under state law. I believe that the 
state body would be appropriate in 
exercising that oversight. 

EXAMINATION BY MR. GEISLER: 

Q. Mr. Konz, could you give us your opinion 
of the future role of the Federal 
Government in giving municipal utilities 
authorities and sewerage authorities 
grants to construct projects? 

A. Okay. Currently the Congress, in 
Supplemental Appropriation Act, just 
provided EPA $2.4 billion in 1982 money 
to continue funding the program. I 
believe New Jersey's share of that money 
is $84 million. It's my understanding 
that at least for the next couple of 
years the Federal Government will 
continue pro~iding construction grant 
funds. 

There is a provision in the last 
leg islature, however, which will serve 
to reduce the federal share from 75 
percent down to 50 percent. 

Above and beyond that time, ultimate 
conjecture as to Federal Government is 
up in the air. This particular program 
is among those that may end up at the 
state level under President Reagan's 
Federalism in delegating programs to the 
state. To talk about the interim 
period, it is clear, under EPA 
regulations as being clarified more and 
more that responsibility for the project 
will rest with the grantee. 

The Federal Government, in policy 
documents being drafted right at this 
time, is taking a very clear position 
that grantees are responsible for their 
projects. The Federal Government will 
not come in and pay to repair projects 
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we've already funded that failed in 
their normal life. If we've got a 25 
year project and it fails in ten, who's 
going to have to pay for the repairs? 
It's the local government. 

Q. When you say the grantee is responsible, 
to whom are you referr ing? Are you 
referring to the authority board 
members, the attorney, the engineer, the 
accountants? 

A. The authority is responsible. Now, 
unfortunately, what that will probably 
mean for the taxpayer, and it's the 
prime reason that additional oversight 
is needed, is that, yes, the authorities 
are responsible; yes, the authority may 
have to pay back lots of disallowed 
cost; they may have to expend money to 
repair facilities. The only source of 
money for those facilities, as you can 
tell when the Federal Government was no 
longer there, is the general public. 

Q. But when you're talking about 

A. 

responsibility, are you talking about 
responsibility of the authority board 
members or of their consulting staff? 
Where does the responsibility ultimately 
lie? 

wi th the federal grant, responsibility 
lies with the authority itself. Now, so 
many of the problems, many of the 
deficiencies that we observed in the 
course of our audits may well, in many 
cases, are the responsibility of the 
consulting engineer or of the 
contracting firm. 

Now, as far as responsibility there I'm 
sure under the law that a grantee may 
have some recourse against its 
consulting engineer and its contractors 
for improper work. The only ultimate 
recourse the Federal Government has is 
to the grantee. We are in the process 
of establishing a system of what is 
called suspensions and debarments at the 
federal level. What we anticipate llsing 
these for besides instances of fraud, 
payoffs, collusion and bids and other 
criminal improprieties, we are also 
anticipating using this system of 
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procedures against ••• engineering firms 
who perform inadequately. 

What this will basically do is if a firm 
is found not to have performed 
satisfactorily on the work, they will be 
barred from doing business under the 
program for a set period of time. 

Facility Construction Should be Expedited 

The Commission also expressed a concern about the delays 
between the time an authority is created and the actual 
construction and utilization of its plant. Questions on this 
subject, on the high cost burden to taxpayers of rehabilitating 
poorly-built facilities, and on other aspects of authority 
malfunctioning were put to the witness: 

EXAMINATION BY COMMISSIONER DEL TUFO: 

Q. Do you have any view, based upon your 
experience and your expertise, as to a 
general rule when an authority, let' s 
say, subsequent to its creation should 
reasonably commence construction of the 
utility for which it was formed to 
provide and when that utility should be 
operational; sayan MUA putting in a 
sewerage line, created in one year, how 
soon after that should we see some 
visible signs of progress, 

A. In the projects I' ve looked as I would 
say that typically the planning and 
design phase of a project should take no 
more than two or three years, and that 
construction should be underway in about 
three years, and that, depending upon 
the size of the projects, within a year 
or two after that ••• the project should 
be able to operate. 

Q. In the sense you'll be getting user 
if you have a facility in place 
being able to pay the debt. 

fees 
and 

A. It's absolutely essential to move as 
quickly as poss ible to get it on line. 
The public gets the environmental 
benefit from it, plus the revenues start 
being generated to payoff the 
substantial funds that are involved in 
these projects. 
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Q. And obviously it's important thqt the 
project be constructed properly, and 
you've had some examples in your 
testimony today where that did not 
occur. 

A. No question about it. I've heard of 
instances where sewer lines were 
supposed to last 40 years have collapsed 
and failed in five and have to go in and 
repair them. Puts a substantial cost 
burden on everybody. 

Q. Mr. Skokowski testified that he hoped at 
some time in the future that his agency 
would have on staff an engineering-type 
expert who might provide some useful 
type of information to MUA's in the 
course of the construct ion of proj ects 
or to give them some expertise in that 
type of professional operational area. 

I'm looking at your letter to Mr. 
Geisler which has been marked as C-93, 
and I take it you would agree that there 
should be some state expertise in this 
area to assist MUA's who might not be 
gifted with that type of talent. 

A. I fully believe that especially the 
smaller MUA's and municipalities should 
have available assistance. It is a big 
project, it is compl icated and people 
working and having oversight have to 
have a basic understanding of construc
tion and construction projects. 

Q. Going back to the first two questions 
that I asked you; you're familiar with 
the Camden County Municipal utilities 
Authority, are you not? 

A. Yes, I am. 

Q. And I'm asking this question in the the 
context of when facilities should be 
constructed and become operational. Do 
you know how long Camden County has been 
in the planning stage for the construc
tion of sewerage facilities for the 
CCMUA? 

A. My recollection, and I worked with the 
state agency while that investigation 
WqS going on, as I remember the initial 
planning for sewer facilities in Camden 
started some time in the late '60's. 

I , 
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Q. And CCMUA has been in existence for over 
eight years or close to that? 

A. That's correct. 

Q. In any event, if one were to corne to the 
factual conclusion that there had been 
no sewerage facilities constructed in 
Camden County by the CCMUA over this 
period of time, based upon the general 
rule of thumb that you testified to 
before, this would be, on its face, an 
unreasonable period of time? 

A. I would draw a conclusion that is an 
unreasonable period of time, I think, 
especially considering the millions of 
dollars that have been expended already 
with no tangible benefit. 

Q. With the Chairman's permission, Mr. 
Geisler has requested, and certainly the 
Commission agrees that Mr. Konz's letter 
to· Mr. Geisler, marked as Exhibit C-93 
will be made a part of the record, but 
with the Chair's permission, I would 
like to, very briefly, read two para
graphs of that letter into the record 
now, if I may. I'm referring to the 
fourth paragraph and final paragraph. 

"In my opinion," this is Mr. Konz's 
letter, "any time the government commits 
to construction and operation of 
facilities which will be financed by and 
have a major cost impact on the public, 
the government must be held accountable 
for its action. In New Jersey, 
commissioners of municipal utilities 
Authorities are not. They are not 
elected. Expenditures are not reviewed 
by the public representatives. I 
believe this should change. Budgets 
should be required. Expendi tures, 
accounting records and procurements 
should conform with the same laws as do 
local governments. Additionally, sewer 
charges, be they connection fees, 
operation and maintenance fees or 
replacement costs, should be reviewed by 
a State agency such as the Public 
Utilities Commission or the State 
Department of Community Affairs to 
assure that costs are reasonable and 
equitably distributed to all users. 
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"In making your decisions, I urge you to 
consider the long range implications. 
While I don't want to add to the 
bureaucratic burden on local government, 
the public deserves protection. 
Authorities must be held accountable. 
While providing oversight will 
necessi tate expenditures for resources, 
in the long run cost savings and 
efficiencies should far outweigh the 
cost. Furthermore, the individual 
citizen pays the freight for this in the 
last analysis and can rest more 
contentedly based on the knowledge that 
someone is looking out for his 
interests. II 

Authority Bond Financing 

Former State Treasurer Clifford A. Goldman, presently a 
visiting professor at Princeton University and a principal in a new 
firm specializing in public finance, testified on the procedures, 
objectives and problems connected with the issuance of revenue 
bonds by public entities, particularly sewerage and mUnicipal 
ut il i ty author i ties. Hi s testimony immediately preceded public 
hearing episodes about flagrant improprieties in bond issue 
arrangements and sales by the East Rutherford Sewerage Author i ty 
and the Western Monmouth Utilities Authority. GOldman's views on 
authority financing, supplemented by subsequent public hearing 
tes t imony , prov ided the bas is for Commiss ion recommendat ions on 
this issue. Goldman's testimony, in part: 

Q. Is there any difference between the sale 
of municipal bonds and authority revenue 
bonds? 

A. Well, the difference, the major 
difference in the sale of, let's say, 
general obligation bonds of the 
government as opposed to authority 
revenue bonds is that the general 
obligations bonds are typically sold at 
competitive sales by. sealed bids and the 
author i ty bonds are samet imes sold that 
w.ay, but usually sold by the negotiating 
sales. 
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Q. Does this selection of underwriter by 
bid tend to protect the public more? 

A. There are advantages and disadvantages 
to competitive bidding and to 
negotiating. The advantages of bidding, 
I think, are self-evident as far as 
ruling out favoritism and as far as 
securing the best price in the market at 
the time. There are advantages to 
negotiated sales in certain respects in 
flexibility of timing, and other things, 
but the advantages that are cited for 
negotiated sales, both in texkbook 
description of this issue and in my 
experience, depend upon the ability of 
the issuer to conduct the negotiations. 

Q. Regarding an authority, who pays the 
interest and the return of the principal 
on a bond? 

A. The authority collects revenues from 
whatever its project source is and pays 
interest and principal from those 
revenues. In the case of sewer 
authorities, actually it is the user of 
the sewerage facilities who pays a fee 
and that fee then goes toward the 
payment of principal and interest. 

Q. Are there other costs and fees involved 
in bonding? 

A. Well, the sale of bonds involves a 
number of different fees and charges. 
The underwriter is compensated for his 
work by buying the bonds from the issuer 
at one price and selling them at a 
higher price to the investors. That, by 
the way, occurs in both the competitive 
sale and the negotiated sale. 

The issuer has to have a bond counsel. 
There is a paying agent who has fees. 
There is a trustee who has fees and 
charges. There is typically an auditor 
involved in the procedure. There may be 
a financial advisor. 
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knowleqge. is 
that oversees 

there any state 
authority bond 

A. I don't believe there's any state agency 
which lOoks at a particulqr bond sale 
and qpprove" it or in qny way reviel'!s 
it. 

Q. Is there qny federql agency that does 
that? 

A. I don't believe there's any federal 
agency that specifically reviews bond 
sales. There are both at the state and 
federal level agencies which are 
involved in one wC!y or another with the 
ove,sight of borrowing, b~t not sale by 
sale, 

Q. Does the Securities El(change Commission 
reg~late bonding in the same way it 
reg~lates stock transaction,,? 

A. The Secu,ities and El(change Commission 
does not regulate municipal issuers, 
They are exempt from the Securities 
EXCllqnge Act. The deqlers in municipal 
securities are regulated by the 
Securities and Exchange Commission 
throUgh the Municipal Securities 
Rule-Making Board in a similar fqshion, 
But the issuers, municipal government or 
authority is not subject to SEC 
regulqtions in the same way that a 
corporat e borrower would be., 

What Bond Counsel, Financial Advisors and Underwriters Do 

Q. Do yo~ know whether there is any agency, 
either federal 0, state that oversees 
dedsion to issue bonds, the amount of 
the "bonds, the selection of what is 
known qS bond cO~l1sel, the selection of 
the financial aqvisor or the l'lelection 
of an underw, iter? . . .. .. 

A. I do not believ.e 
are subject to 
approvC!l. 

tllC!t those d·ecisiotl!;l 
review for p,!or 
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Q. Could you tell us exactly what the role 
is of a bond counsel? 

A. The bond counsel essentially has to 
opine that the bonds were issued legally 
and that they meet the requirements for 
tax exemption, which can be quite 
complicated. The bond counsel will 
oftentimes draw the bond resolution for 
the contract between the issuer and the 
bond buyer ••• 

Q. Could you tell us what role is played by 
an underwriter or an investment banker? 

A. The job of the underwriter in the 
transaction is to purchase the bonds 
from the issuer and then to resell the 
bonds. 

Q. What role is played by a financial 
advisor? 

A. A financial advisor is a consultant to 
the issuer where the issuer needs 
assistance in negotiating, for example, 
with an underwriter or, in the case of a 
competitive sale, where the issuer needs 
assistance in structure of a sale, 
making judgments about the timing, the 
size, the structure of the bond issue, 
assisting. the issuer and securing the 
bond rating and so forth. 

Q •. How were these three 
you've just mentioned 
authorities? 

positions 
filled by 

that 
most 

A. 

Q. 
j 

A. 

Well, I think they're filled in various 
different ways. The way we did it was 
to interview a number of firms in each 
category and select one that had the 
best experience and record of that 
particular type of financing and then 
keep those people as long as they did a 
good job. And, if they didn't do a good 
job, we redo the process and get someone 
else. 

When a bond. sale takes place does the 
authority become bound by a specific 
contractual obligation that may bind it 
for several years? 

Always the borrower has a contract with, 
in effect, the lender of the funds or 
bond holders, which lasts as long as the 
bonds are outstanding. 
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Q. what is the substance of that cb'n'trac:::t? 

A. Well, in the case of a revenue bond such 
as you're discussing here, it would be 
how the moneys are taken in and to which 
funds :they're dePbs i ted, when interest 
is paid, when the bonds may be purchased 
back or when they must be purchased 
back, a variety of other contractual 
protections for the bondholder. 

Q. Does the bond counsel make any guarantee 
that the elements of that specific 
contract are in the best interest of the 
authority or the public? 

A. Well, the bond counsel will, in these 
respects, advise the client as to the 
Sufficiency of the contractual language 
to accomplish the purposes that are 
being sought. 

Q. Does the bond counsel get into the 
negotiations for the speCific contents 
of that contract? 

A. The bond counsel partiCipates in that 
procedure, yes. 

Q. Which one of the individuals that ybu 
mentioned is accountable fbr the 
authority getting the best possible 
financial deal when it goes to bonding? 

A. The authority itself is acdbuntable fbr 
getting the best financial deal. If the 
authority has a financial advisor 
working for it, then the financial 
advisor shares the responsibility fbr 
advising the authbri ty on the .best terms 
that it could ge'!: under the 
circumstances. 

Q. From your experience, do most 
authori ties. have the' e'J/:pe'rtis:e iii their 
g'enera·l s:taf:f reg:a:rding bOlid saleS? 

A. I am, not directly familiar' with many, 
maliy' loc.al allthori ties. BIJt' since many 
of the smaller authorities sell bonds 
ve:ry infreque:ntTy, blice or twiCe, 
pe,rhaps., it would be unusual, I th ink, 
unless they had o,n their board people 
who are e1<perie.nced itt this field, it 
would be' unusual for' the'm to h'ave 
permanent staff that w·Mf knowledgeable 
in· this area. 
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You mentioned a financial 
before. Is a financial advisor 
as an underwriter? 

advisor 
the same 

A. No, an underwr iter is a party to the 
transaction. The underwriter buys the 
bonds. The· financial advisor is just 
that, an advisor, and advises the seller 
of the bonds about how to conduct the 
transaction vis-a-vis the buyer. 

Q. Can or should underwr i ters act as 
financial advisors to authorities? 

A. Underwriting firms do act as financial 
advisors. Some do. In that case, they 
will not participate in the underwriting 
of the bonds. There are rules which 
describe how they can or how they may 
not proceed as both financial advisor 
and underwriter. 

Q. How are the interests of the authority 
and the· underwriter different and how 
are they the same? 

A. Well, essentially, you have a 
transaction where the authority is the 
seller of a product, a merchandise as 
it's called, which is a set of bonds, 
and you have the underwriter as the 
purchaser from the authority of that 
product. And so there is, in that 
respect, an investor-seller 
relationship, which presumably there's 
incentive for the seller to get the 
highest price he can and for the buyer 
to get the lowest price. 

Now, I should say there is often a 
mutual interest in that the bond issue 
be successful and be undertaken well so 
that after the fact the underwriter can 
show that he's done a good job for the 
authority .and will be rehired in the 
future· by that authority or by other 
authorities who might ask for references 
on his performance. 

Q. Are you familiar with the Municipal 
Securities Rule-Making Board? 

A. To some extent. 
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under\'lriting 
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whether or I')ot that 
flri~ri~ial· ad~is6rs 
issues which they 

in? 

boq.rq 
from 
have 

A. :J:'pere +s a rule of that poard, I t"'ink 
it !'las el')acted in 1980, ""Iiich defines 
the lil!lits Of 'l- final')c~al advisor 
pgrticipating in the under\'lriting. And 
gel')er",lly speakin9, financial advisQrs 
are I')ot supposed to under\'lrite the same 
tranS'l-ctipn that they advised upon for 
obvious reasons. 

East ll.utherford, Western Monmouth 'rransa.ctions Questioned 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Should a financi'l-l 'l-dVisor have any 
association with gn underwriter, "nd, if 
not,'\'IhY not? .. , . . 

Fin3t of all, a financial Cldvisor should 
h'l-ve no reI at ionsh ip \'lith an underwr ite r 
on the deal in question, There is some 
gray area about whether a financial 
advisor should h"ve q.ny rel'l-tiol')ship 
wit~ any underwriter even in a different 
state or on Cl different matter. Elut 
c~rtainly on Cl tr"nsaction where the 
f inanci,al advisor or his client is the 
seller of the bonds, he should in no way 
be!'lef i t through the underwri ter for the 
sale 'of those bonds. . . 

Wollld it b.e unustl"l for the financial 
ildvi:;;or tc> be paid llY the underwr iter? 

Yes., it would be. 

Would that ind~c"te ",I')ything tc> you? 

It would indicate th",t the. fin'l-ncial 
ildvi~or hgs his client'a interest at 
conflict \'lit", hia Qwn interest. 

A.t th., request Of the S,tate Commiasion 
of ~nvestigat ion clAd YPll review the 
ce.rtilin f\,cts of! q bond s,\]"e conducted 
llY the Eilat ll.utherfoJ:"d MUA in 19,69 anq 
1971 7 
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Q. During the East Rutherford bond sale the 
underwriter for those bond issues sold 
the issue, in its entirety to another 
underwriter who then offered it to the 
public. How would you characterize that 
transaction? 

A. Too many people coming to dinner. I 

Q. 

would say that the issuer in that case 
could have found the underwriter 
directly to sell the bonds and whatever 
compensation the second underwriter 
received probably could have been 
avoided. 

Could you 
arrangement 
advisor? 

describe 
would 

what a typical fee 
be for a financial 

A. Financial advisors usually charge either 
by the bond, and when we say "by the 
bond" we talk about per thousand 
dollars, and typically, will charge $1 
per thousand, little more, little less, 
which is one-tenth of one percent 1 or 
financial advisors will charge on a 
per-house or per-project basis, which is 
preferable in my judgment, since it 
removes from the financial advisor any 
incentive to promote a larger, quicker 
bond sale. 

Q. Were you also requested by the State 
Commission of Investigation to review 
certain facts and documents relating to 
the 1974 bond sale of the Western 
Monmouth Utilities Authority? 

A. Yes, I was. 

At this point the Commission read into the public hearing 
record an exhibit, marked C-91, signed by Alfred J. Marcus, 
secretary-treasurer of J.B. Hanauer Co. This exhibit was a 
certification by Marcus that J.B. Hanauer had been subpoenaed by 
the SCI in June, 1982, to produce documents relating to the Western 
Monmouth Utilities Authorities 1974 bond issue, which was 
underwritten by Hanauer. Marcus also certified that he had 
personally searched for the documents at the company's facilities 
in Livingston and East Hanover and had ascertained that no records 
other than a final prospectus was in existence, that his company's 
"standard operating procedure" was to destroy records over six 
years old in conformity with SEC guidelines, that the bond issue in 
question had been investigated by the U.S. Attorney's Office and 
the State Grand Jury in 1979, that the relevant records had been 
subpoenaed for those inquiries and had been returned to Hanauer in 
1980 or 1981, and that, while he had no recollection of what was 
done with the records, "it would have been consistent with our 
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record destruction poliCY to shred them because they were no longer 
needed by the investigating agencies and were over six years old at 
the time." 

Questioning of Goldman was theJ;l resumed: 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did you, at our request, did you receive 
and review what has been marked C-91, a 
prospectus for the 1974 bond sales 
conducted by the western Monmouth 
Utilities Authority? 

Yes., I did. 

Is this the prospectus? 

Yes, it is. 

Although you do not have the records of 
the underwriter, were you able to 
reconstruct the facts regarding the bond 
issue? 

Well, let me say what we tried, what I 
tried to reconstruct before I answer 
that. What w.e have here is somewhat 
unusual. We have here the coupon rates 
th.at the issuer has to pay. Generally 
speaking, eight and a quarter percent. 
We do not have the amount for which the 
underwriter resold the bonds. 

We have no record of it either as you 
say from the u.nderwriter. There was no 
participation in this transaction by 
other underwriters in the syndicate, 
which there normally. would be. So that 
there's no oth.er syndicate member to go 
to for tha.t information. As far as. I 
can find out, the original advertisement 
tha,t you often, s·e·e in. the financial 
press called the Tombstone --

Q. Whe.n you. refer to "syndigaten are. you 
r.e£err ing to undexwri ting?' 

A.. Unge.rwri t.i:ng, syndicate. Normally, an 
underwr i.ter wi.ll spread, the risk or 
bring. to beaJ:; th.e greateL" selling pow.er 
of other Unde,L"wr.iteJ:;.s. by forming the 
syndica.te. In this, case there· w.as one· 
s.uch underwriter. 

In other. WOL"ds., the· v.a,ri·.ous methods by 
which. one, could f·ind the. sales pL"ice of 
tt)ese bonds by the underwriteL" were not 
aval1able, and so,. i,n o.r,der. to·. determi ne· 
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what the spread was, in other words, 
what the underwriter's revenue was, we 
had to try to reconstruct the sales 
prices from other sources and I did 
attempt to do that and did, yes. 

Q. Your statement is that it is unusual not 
to be able to find that information in 
the prospectus1 is that correct? 

A. Normally, a prospectus will list on the 
cover page so-called reoffering yield, 
that is you'll see here you have bonds 
with coupons of eight-and-a-quarter 
percent and you will see that they'll be 
priced to yield seven-and-a-half, or 
price to yield nine percent, and from 
that you can determine what the selling 
price is of a bond. That information is 
normally placed on the prospectus and is 
available. 

Q. Could you tell us what you did in an 
attempt to determine what the fee that 
was made by J.B. Hanauer & Co. was? 

A. Well, on the surface this is a 
$12,250,000 bond issue, and in the 
records that I was given by the SCI 
staff, there is the fact that the 
authority was paid by J.B. Hanauer & 
Co. $11,392,500 for these bonds. On the 
surface, therefore, the J.B. Hanauer 
made $857,500, which is seven percent of 
the bond issue 0(;, as we call it, $ 70 
per bond... These facts were given to 
me by the SCI from its investigation. 
Based on the few mat uri ties that were 
given to me and based on what the bond 
sales at about the same time, I was able 
to attempt to reconstruct at what the. 
yields might have been, what the selling 
price might have been in order to see 
that this $70 per bond figure looks 
reasonable, and I believe it is within 
the realm of reason that that was earned 
by Hanauer based on this reconstruction. 

Q. At the time of this bond sale what was 
the normal percentage fee that was being 
made by underwriters? 
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A. The percentage fee, which is called the 
spread, is the difference between the 
price the underwriter pays the issuer 
and the price he sells the bonds for to 
the investor ranges, in my experience, 
anywhere from about $10 per bond or one 
percent, up to the highest one I've 
dealt with, and it was a terribly 
difficult deal, was $34 bond at 3.4 
percent. And, typically, the spread 
will be in the area of 15 to $25 a bond, 
which is one-and-half percent to 
two-and-a-half percent. Sometimes three 
percent is not unusual. When you get 
above three percent it's unusual. And 
I've never been associated with any sale 
where the spread approached seven 
percent. 

Q. What fee would have been generated to 
J.B. Hanauer & Co. had the fee been two 
percent? 

A. Two p~rcent would have been $245,000. 

Q. From 
what 
was? 

your reconstruction of 
do you estimate their 

the sale, 
actual fee 

A. I would say that the stated difference 
isas good as any number to use and that 
would be $857,500. 

CHAIRMAN LANE: This is far in excess to 
the usual gain on such a transaction? 

THE WITNESS: Yes, it is. 

Q.Mr. Goldman, in both of these bond 
sales, the East Rutherford and Western 
Mohmouth Utilities AU'thorities received 
their fees as a percentage of the bond 
sale. Do you have any comment on that? 

A. That used to be a fairly general 
practic~, I would say, maybe t~n, 15 
years ago. In New J~rsey,there was some 
controversy overtha.tpractice. There 
was somearticleswri'tten by the Senate 
for the announced publ'ic issues, one by 
my partner David Boyle in the early 
'70's and thereaft~r ,at least at the 
state-level b6nd counsels were never 
hi~ed on a per-bond ba.sis, btit were 
hiied on a per-hour basis. 
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you 
with 

suggest as 
the attorney 

a 
for 

fee 
the 

A. Well, per-hour basis is the proper 
basis. There is some liability involved 
which, I suppose, grows with the size of 
the bond issue, and there may be some 
adjustment for that, but the idea of 
paying per-bond is not the best 
approach, as far as I'm concerned. 

More Oversight Needed on Authority Bond Sales 

Q. Do you know of any changes 
ten years affecting ,the 
controls over bond sales of 

in the past 
method or 

this nature? 

A. There has been, in fact, a tremendous 
change in the municipal bond market in 
the last ten years occasioned by the 
1975 turmoil over the Urban Development 
Corporation in New York City, and some 
of the other problems of cities and the 
industry. And Congress and others have 
been studying various ways of improving 
financial disclosure, which was the main 
subject of this overhaul. So issues 
have been subjected to greater 
standards, not officially but through 
the industry practice of disclosure and 
accounting and so forth. 

But, if you're speaking about 
institution arrangements for the 
specific oversight of bond sales, there 
have been no important changes that I 
know of. We suggested, in legislative 
form several years ago, some changes 
which have not yet been enacted. 

Authority Bond Transactions 

SCI Commissioner Francis prefaced public hearing testimony on 
these transactions with the following comment: 

We will now proceed with testimony that 
will illustrate the lack of 
accountability of certain authorities in 
handling the financing of their 
facilities and the misbehavior such 
non-accountability can generate. 
Although these incidents, one involving 
the Western Monmouth Utility Authority 
and another the East Rutherford Sewerage 
Authority, have' been subjects of 
official investigation, this will be the 



-56-

first public disclosure by certain of 
the participants of the details of the 
misconduct that occurred. 

Once again, the Commission must 
emphasize that these examples ·are not 
intended to' reflect against the many 
authorities throughout this state as 
well as bond underwriters who serve them 
tha,t are properly financing their 
f acil i ties. These particular episorles 
were selected to illustrate the 
potential for abuses in aClthority bond 
financing procedures which we hope can 
be prevented from recurring elsewhere by 
the implementation of recommendations 
this Commission will propose after the 
public hearings conclude. 

The Western Monmouth! WMUA) Transaction 

As this episode got underway., the Commission distributed a 
fact sheet which provided the following chronological backqround: 

April 27, 1972, \~MUA Organizational meeting election of 
officers; July 25, 1972, Louis' J. Gartz appointed auditor; 
September 12, 1973" J. B. Hanaue,r and Co. of 8ast Orange rlesignated 
as investment banker for WMUA; November 22, 1974, Rond sale in 
principal amount of 512,250,000 sold to J.B. Hanauer; April, 1976, 
New Jersey I1aqazine article: "A Gold Mine in the Sewers"; May 1 0, 
1976, investiqation requested by resolution of the Freehold 
Township Committee into the fees and commissions paid to WMUA 
advisors at bond sale; May 11, 1976, Resolution by the W~1lJA calling 
for investigatIon similar to Freehold Township's; May 25, 1971';, 
Letter' from Monmouth Prosecutor Coleman to Criminal Justice 
Director Stier turning invest.igation over to Attorney General's 
office; December 8, 1976, Deputy Attorney General Charles Sapienza 
terminates Attoril'eyGeneral investigation due to insufficient 
evidence, and August 2, 1981, Marvin Schaefer, WMnA attorney dies. 

w~mA Auditor's Testimony 

Gartz, o'fFr,eehold, was the Authority's auditor in 1974 when 
the Hanauer company was selected as bond under'wri ter. A CPA who 
also is a registered municipal accountant anrl a public school 
accountant, he had been with the WMIJAsince i tscreation in 1972, 
when Morton Salkind was authority chairman as well as mayor of 
Marlboro·Town~hip. His 'testimony concerned discussions with Elliot 
P,riedman, ;presiden't·of Hanauer, and Marvin Schaefer, attorney for 
WMUA, during which a $100 , 000 'kickback was mentioned. SCI counsel 
James Hart, who questioned Gartz,was required on several occasions 
to recall Gartz' s executive session testimony in order to refresh 
the witness' memory. The testimonybeg.an with ques.tions about the 
early stages of theWMUA bond salenegotiations: 
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Q. Did there come a time sometime after 
1972 that the authority was consid~ring 
bonding as a means of obtaining funds? 

A. Yes, shortly after the start of the 
authority preliminary funds were 
required for operation and studies. 

Q. Was one of the reasons for considering 
bonding, sir, the fact that expenses had 
been incurred by professionals hired by 
the authority? 

A. That's correct. 

Q. Can you tell me how many professionals 
were hired by the authority? 

A. There was an attorney, an engineer, and 
myself as the auditor. 

Q. Who was the attorney in 1972? 

A. Marvin E. Schaefer. 

Q. And who was the engineer? 

A. I believe, Howard Schoor, from Howard 
Schoor Engineering. 

Q. Were you involved in any way in the 
attempt or the process of obtaining 
funds through bonding? 

A. I was asked to lOOK into ..• and talk to 
different investment banking firms for 
the possibility of temporary financing 
to the end result of permanent 
financing. 

Q. By the way, 
bond sales 
conducted by 
and 1977? 

A. Just one. 

can you tell 
there were 

the authority 

me how many 
that were 

between 1972 

Q. Can you explain for the Commission what 
it is that you did at the interview that 
you conducted pursuant to proceeding to 
have a bond sale? 

A. The gentlemen, the representatives of 
the firms that I spoke to, I informed 
them of the formation of the authority; 
what its intent was; what they were 
proceeding to do; that they would be 
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lookin.g for permanent financin.g, and 
that they right now were looking for 
temporary financing until final arrange
ments on acquisition of private sewer 
companies was completed. 

I take it, sir, that these firms 
you spoke to were underwriters 
handled this type of bond sale. Is 
correct? 

that 
who 

that 

A. That's correct. 

Q. Can you tell me, sir, what the amount of 
the bond sale was? 

A. $12,250,000 was the final bond sale in 
1974. 

Q. Was Mr. Schaefer, whom you testified was 
the attor~ey for the authority, was he 
involved 1n any way in the selection 
process of the underwriter? 

A. I would think so. 

Q. Can you tell me how he was involved in 
the selection process? 

A. Following the firms that I spoke to and 
the information that I derived from 
speaking to these representatives of 
these firms, I met with Mr. Schaefer and 
gave him that information, and, to the 
best of my knowledge, it was transferred 
to the authority chairman. 

Q. How many of these underwriting firms did 
you speak to, sir? 

A. I would say, approximately four or six 
firms. 

Q. Could you name them for me, please? 

A. 

Q. 

Bache: Merrill Lynch: 
J.B. Hanauer. They're 
my mind right now. 

Kidder, Peabody: 
four that come to 

You mentioned J.B. 
you tell me how you 
them? 

Hanauer, sir. Can 
came in contact with 

A. At the time I was working for another 
public accountin.g firm handling their 
governmental aud i ts, and I was intro
duced to a representative of J.B •. 
Hanauer from one or two of the partners 
in that firm 6: that time. 
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Commissions or Referral Fees Mentioned: 

Q. During your interviews of any of these 
underwriting companies, did any of them 
mention to you, sir, the possibility of 
them paying a commission or a finder's 
or referral fee to you? 

A. There were indications of that from 

Q. Well, could you just answer that 
question yes or no, sir, please? 

A. Yes. 

Q. So at least some of these firms did 
mention commissions to YOU1 is that 
correct? 

A. Commission, referral fees. 

Q. Was one of the firms that mentioned this 
commission or referral fee J.B. Hanauer? 

A. They were. 

Q. Can you tell me what this fee was to be 
in payment of? 

A. Nobody ever specifically stated what it 
was. I interpreted that it was if they 
were named as the underwriter. 

Q They were to 
return for 
underwriter. 
correctly? .. 

pay the 
getting 

Do I 

sum of money 
the job 

understand 

A. That's the way I interpret it. 

in 
as 

you 

Q. Was it indicated or stated in any way 
that this payment was to be made in 
cash? 

A. Not to my knowledge. 

Q. Do you recall testifying, sir, before an 
executive session of this Commission on 
July the 1st of 1982? 

A. Yes, sir. 

Q. Do you recall being asked the question, 
sir: "Question: And what was it to be, 
a cash payment?" Do you recall being 
asked that question, sir? 

A. I don't recall it now. 
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being: 
were"? 
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recall your 
"That's what 

anSWer, sir, as 
the indications 

A. I don't specifically recall it if that'.s 
what I said. 

Q. If that was your .answer to the 
Commission on July the 1st, sir, would 
that answer have been truthful? 

A. Yes. 

THE CHAIRMAN: Does 
recollection now as 
took place? 

it refresh your 
to what actually 

THE WITNESS: I don't recall 
specifically all the questions that were 
asked me on July 1st. If he's reading 
from the document that says that's what 
he asked me and that was my answer, then 
I would say that's what I stated. 

BY MR. HART 

Q. Can you tell me, sir, who was to receive 
this cash payment? 

A. To my knowledge, there were no specific 
mention of names. 

Q. Did you have an interpretation, sir, as 
to who would share in the payment? 

A. Following the discussion when it was 
first mentioned to me, and I 
subsequently discussed it with at least 
one of the partners in the firm that I 
work for and then with the attorney for 
the authority, my indications or 
interpretations were that mysel f, 'the 
attorney, possibly the commissioners. 

Q. This commission or referral fee that we 
hClve been talking about, in effect, it'S 
a kickback, is it nat, in'return for 
J.B. Hanauer ge.tting the underwriting 
job? 

A. Today I would intel:'pret it as that, yes. 
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Tbe $100,000 Kickback Discussions 

Q. Can you tell me the names of the 
individual, or individuals, with whom 
you spoke at J.B. Hanauer? 

A. The first gentleman that I ever met from 
J.B. Hanauer was a -- fellow's name was 
Charlie. I don't recall his last name. 

Q. Was that Charles Schwartz? Does that --

A. I believe so. 

Q. -- refresh your recollection? 

A. Yes. Then subsequent to that I, once 
J.B. Hanauer was named as, I guess, the 
investment banker, at least for the 
temporary financing, my dealings were 
with Elliot Friedman and Al Marcus. 

Q. And which of these individuals, sir, 
mentioned to you the possibility of 
J .B. Hanauer paying a referral or 
commission or a kickback? 

A. I think the first 
recall correctly, 
Schwartz. 

indications, if I 
came from Mr. 

Q. Are you finished with your answer, sir? 

A. Yes. 

Q. Were there any statements made to you by 
either Mr. Marcus or Mr. Friedman that 
would indicate to you that they were 
willing to pay a kickback to you in 
return for hiring them as the 
underwriter? 

A. I don't recall right now specifically 
them mentioning. 

Q. Let me ask you this, sir: On how many 
occasions did you meet with Mr. Marcus 
and Mr. Friedman? 

A. Numerous times during 
temporary financing 
permanent closing. 

the period of the 
up to the final 
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Q. And what were their positions ,with J.B. 
Hanauer? 

A. I believe Mr,. Friedman was the president 
of J. B. Hanauer and Mr. Marcus wa,sthe 
treasurer. 

Q. Did Mr. Marcus or Mr. Friedman ever 
state to you that you would receive 
$100,000 in commission or finder's fee 
if J.B. Hanauer was selected as 
underwriters for the authority's bond 
sale? 

A. I don't recall them mentioning that. 

Q. I already asked you, sir, and you 
indicated that you recall testifying in 
executive session on July 1st. Is that 
correct? 

A. That's correct. 

Q. Do you recall being asked the question 
at that time: "When you discussed -
you stated that you discussed the matter 
once with Mr; Schwartz and on other 
occasions with Mr. Friedman and Mr. 
Marcus. On those times you discussed it 
with Mr. Friedman and Mr. Marcus, did 
they discuss the fact that you would be 
receiving any kind of finder's fee or 
referral fee?" Do you recall being 
asked that question in executive 
session? 

A. Not specifically. 

Q. Would this answer refresh 
recollection, sir: "Answer: I 
there were indiC;:ltions of it at 
meetings"? 

your 
think 
those 

A. Again" I would -- I have to answer the 
same way; I don't specH ically recall 
that question. And if that 'swhat my 
answer was, you're asking me to -- I 
don't, I don't want to answer wrong. I 
don't specifically recall somebody 
saying that to me back in 1972 and 1973 
at this time. 
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Q. During any of your meetings with Mr. 
Marcus or Mr. Friedman did they indicate 
to you that they were aware of the 
hundred-thousand-dollar offer that Mr. 
Schwartz had made to you? 

A. I don't honestly recall. 

Q. You indicated, sir, that you discussed 
this hundred-thousand-dollar offer with 
Mr. Schaefer. Is that correct? 

A. I discussed 
indications 
whatever. 

with 
of a 

Mr. Schaefer 
referral fee, 

the 
or 

Q. When did you have discussions with Mr. 
Schaefer in that regard? 

A. I guess, shortly after it was indicated 
to me from Mr. Schwartz. 

Q. And 
when 
made 

what was Mr. Schaefer's 
you advised him that you 
this offer? 

response 
had been 

A. I don't know. I think we just discussed 
it. I asked him what it meant, how it 
would work, things like that. 

THE CHAIRMAN: Was the division of that 
money discussed? 

THE WITNESS: No. sir. 

Reactions to the Kickback Offer 

Q. You stated you asked Mr. Schaefer what 
this offer meant. What was his response 
to that? What did he tell you this 
offer was? 

A. I don't specifically recall. I would 
I take it he indicated that it was a 
referral fee. 

Q. You knew, did you not, that acceptance 
of such an offer would be illegal, 
didn't you? 

A. I did at a subsequent date, yes, when I 
finally analyzed it myself. 

Q. Did Mr. Schaefer advise you that the 
acceptance of that money would be 
illegal? 

A. I don't recall him specifically telling 
me that. 
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H<lnat,ler 
ini tial1y 
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your response 
representatives 
made this offer 

to the 
when 

to you? 

J .'B:. 
they 

A. I just basically listened to what they 
said. I didn't respond at all. 

Q. Can you tell me where you were when this 
offer occurred? 

A. I believe I was out to lunch with the 
gentlemen. 

Q. Do you know where that was, sir? 

A. I don't recall specifically. 

Q. Can you tel1 me the year? 

A. I would have to presume now it was 1972. 

Q. Do you know when --

A. Or 

Q. the closing was on the bond sale? 

A. It was in December of '74. 

Q. Were you informed by anyone from J.B. 
Hanauer as to when you could expect to 
receive this money? 

A. No. 

Q. Did you ever receive any of the money or 
.a portion of the money? 

A. No, sir. 

Q. Did Mr. S.chaefer re.ceive the money or 
any portion of it, to your knowledge? 

A. Not to my knowledge .• 

Q. Di.d anyone receive the money or any 
portion of it, to your knowledge? 

A. Not to my knowledge. 

Q. Who was eventual.ly appointed as 
underwriter for the bond sale? 

A. J.Be.. Hanauer handled the temporary 
financing, and· they continued on into 
the permanent financing. 
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Q. Did you recommend J.B. Hanauer to the 
authority? 

A. It never came down 
recommendation from me. 

Q. I take it --

to a formal 

THE CHAIRMAN: How about informal: 
informally did you recommend them? 

THE WITNESS: I had indicated what my 
discussions were with the firms to Mr. 
Schaefer, the attorney. Subsequent to 
that, at a meeting one night J.B. 
,Hanauer was appointed. 

THE CHAIRMAN: You didn't oppose their 
appointment, I take it? 

THE WITNESS: No. 

Gartz Was Also the Authority's Financial Advisor 

Q. Were you also acting as the financial 
consultant to the authority, sir, in 
addition to being the auditor? 

A. Yes, in the beginning years, you know, 
they were just starting. 

Q. Did you find it unusual that', as the 
auditor and financial consultant for the 
authority, you were not asked for a 
specific recommendation as far as 
underwriters were concerned? 

A. Not in this particular case. 

Q. You didn't find it unusual, sir? 

A. Not in that particular case. 

Q. Do you recall being asked a question in 
executive session, sir: "Did you find 
it unusual, the fact that you were the 
financial consultant for the author i ty 
and the au thor i ty made the i r select ion 
without consulting you?" Do you recall 
being asked that question? 

A. Yes. 



Q. Dei yeu recall giving thefeillewing 
answer: "Yeah, te a peint, I think. 
Yeu knew, I wasn't aware that it was 
ceming 'On the night 'Of the meeting, if I 
recall. Yeu knew, it carne up at the 
night 'Of that meeting was when I first 
was aware that. the reselutien was 'On." 
Is that yeur answer, sir? 

A. That's what I answered te then, yes. 

Q. was that a truthful answer? 

A. Yes. 

Q. 5'0 yeu de find it unusual that yeu were 
net censulted fer a recemmendatien as te 
hiring J.B. Hanauer as the underwriter? 

A. In general, yes, I de. 

Q. Why did yeu find it unusual? 

A. Because I 
interview 
then they 
repert and 

just felt if I was asked te 
these firms and, yeu knew, 
sheuld have asked me fer a 
what my recemmendatiens were. 

Q. And yeu were never asked fer a repert, 
sir? 

A. Net frem the cemmissieners, 1'1'0. 

Why WMUA Chese Hanauer as Undeljwriter 

Q. Can yeu tell me why J.B. Hanauer was 
selected as the underwriter fer that 
bend issue? 

A. MY 'Only interpretatien and und.rstanding 
is that they were prebably 'One, 'Or the 
'Only 'One, that was willing te finance 
the temperary funds •. 

Q. De you think, sir, that their selectien 
had anything to de with the fact that 
the Hanauer cempany was willing te pay 
this hundred .. theusand~dellar kickback? 

A. I weuld think new that weuld have had a 
bea.ring in it, pe'!:;sibly. 

Q. Did yeu tell 
Schaefer abeut 
dellar kickback 

A. NO, sir. 

anyene 
this 

'Offer? 

ether than Mr. 
hundred~theusand~ 
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Q. Did you tell any members of the 
autbority, any of the commissioners? 

A. No, sir. 

Q. Would you tell me why you didn't tell 
any members of the authority? 

A. I felt in my relating the information 
and the facts to Mr. Schaefer, the 
attorney, who had asked for it, that he 
was, in turn, going to relay the 
information to the chairman. 

Hanauer's 7 1/2 Per Cent Fee 

Q. The closing for this bond sale, 
occurred in November of 19741 is 
correct? 

A. I believe so. 

Q. Were you present at the closing? 

A. Yes, sir. 

sir, 
that 

Q. Can you tell me what the fee was that 
was earned by J.B. Hanauer for their 
underwriting activities? 

A. I believe it was seven and a half 
percent. 

Q. Seven and a half percent of the total 
bond issue? 

A. The total 12,250,000. 

Q. If my math is correct, sir 

A. It was 800-some thousand. 

Q. $850,000, approximately? 

A. Yes. 

Q. Were you surprised by that fee, sir? 

A. I was that day, yes. 

Q. Why were you surprised by the amount of 
that fee? 

A. I just felt that it was higher than what 
my opinion was that the market carried 
for that day. 

THE CHAIRMAN: What would have been a 
normal fee in that case? 
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THE WITNE'SS:I,W0U:1d 'have 'f'el'tU\iatn'o't 
exceeding,f0ur pe'tcent,. 

THE CHAIRMAN: Fou'r perce,nt.Wehad 
sOme tes't im0nytod,ay itwou ld'goaround 
'twoper'cent. 'Four pe,rccel1lt would be the 
highest? 

THE WITNESS: I wOuld think that would 
have be'enthe highest. 

THE CHAIRMAN: And seve,n is little bit 
high, quite a bit high. 

BY 'MR. HART: 

Q. When did you first learn that Hanauer IS 

fee was to be seven percent of the 
issue? 

A,. The morning of the closing. 

Q. Did you express your concern to anyone 
that the fee was exorbitant or that you 
thought the fee was exorbitant? 

A. I discussed it shortly after hearing 
what the fee was, which was towards the 
end of the closing, with the bond 
counsel for the authority. 

Q. Who was the bond counsel fOr the 
authority? 

A. The firm is 
Alexander and 
Walter Breen. 

Mudge, Rose. Guthrie & 
the r'epresehtative was 

Q. What was Mr. Bt een I sresponse to your 
statement that you felt the fee was 
excessive? 

A. I think he indicated, 
correctly, that h~ felt 
high, also. 

if I 
that 

recall 
it was 

Q. Did you at any time prior to the bond 
closing indicate to the authority or 
any of the comm± ssionets what you felt 
would be a reasonable, fee fOr J.B. 
Hanauer I sservi Ces,? 
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A. I believe that there were discussions 
from time to time with the attorney, and 
I recall correctly, I was -- would ask 
from time to time as has the final fee 
been determined and arrived at with 
J.B. Hanauer, and the answers were, no, 
and I would-- I believe that I 
indicated what my feelings were that the 
market was carrying at that time as a 
fee. 

Q. And what was the figure that you felt? 

A. 

Four percent? 

I think I gave 
somewheres between 
four percent. 

them a range 
two and a half 

of 
to 

Q. Could you tell me how many times you 
asked you referred to the attorney. 
I assume you mean Mr. Schaefer? 

A. Yes. 

Q. Could you 
asked him 
to be? 

tell me how many times you 
what Hanauer's fee was going 

A. Probably somewheres between two and four 
times. 

Q. Would the last time have been just prior 
to the closing by a day or two, sir? 

A. Poss ibly • 

Q. Subsequent to the closing, did you have 
any discussion with any of the authority 
members, the commissioners, or the 
chairman concerning J.B. Hanauer's fee? 

A. Well, I think I had discussions with the 
chairman. 

Q. That would be Morton Salkind? 

A. Yes. 

Q.What were your discussions with him? 

A. I think there was, when the news of the 
discount fee had hit into the 
newspapers, his there were certain. 
controversial articles against it. He 
and I had a discussion on it. He had 
requested that could I put a letter 
together explaining in my opinion why it 
was seven and a half percent. 
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Q. He was asking you, in effect, to send a 
letter to the authority. Is that 
correct? 

A. Yes, to give him a letter. 

Q. Justifying the amount of J.B. Hanauer's 
fee? 

A. Well, I guess you can interpret it as 
justification. He asked me to explain 
how I felt they arrived at seven and a 
half percent; and in our conversations I 
had indicated to him that I felt that it 
was high, but I would put down what I 
felt how they possibly arrived at it. 

Q. Did you eventually send such a letter to 
Mr. Salkind or members of the authority? 

A. I gave the letter to Mr. Salkind. It 
was addressed to the authority. 

Q. And did that letter justify the seven 
percent or seven and a half percent fee 
of J.B. Hanauer? 

A. In whose opinion? I don't know what you 
mean by that. I gave him in a letter my 
explanation of how they possibly arrived 
a t seven and a half percent. Whether 
that's accurate or not, I can't tell 
you. 

THE CHAIRMAN: Does that letter indicate 
your approval of that percentage? 

THE WITNESS: No, sir. 

THE CHAIRMAN: Did it indicate your 
disapproval of that percentage? 

THE WITNESS: 
those terms. 

I don't. believe, not in 

THE CHAIRMAN: .just what was the nature 
of that letter? 

THE WITNESS: It set forth facts as to 
what I felt their fee was for the 
12,000,000 bond issue, and what possibly 
their fee was for the temporary 
financing inasmuch as they did not 
charge the authority for any of the 
temporary financing that took place ov.er 
a two-year period. 
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THE CHAIRMAN: 
your approval 
fee? 

Doesn't 
after the 

that 
fact 

indicate 
of that 

THE WI TNESS: 
that. 

I don't interpret it as 

BY MR. HART: 

Q. Let me show you, sir, what has been 
marked as Commission Exhibit No. C-6S. 
Would you look at that, please? Do you 
recognize that document, sir? 

A. Yes. 

Q. What is that document? 

A. That is a copy of a letter that I had 
sent to the chairman and the members of 
the authority. 

Q. Now, this is somewhat of a lengthy 
letter, sir. I am not going to read it 
all, but I would like to read for you 
the second sentence of the first 
paragraph. "I feel, as a result of 
these articles and statements, it is 
incumbent upon me as your auditor to set 
forth to you my explanation of the 
discount fee and the facts relating 
thereto." Now, is that sentence 
contained in the letter you sent to Mr. 
Salkind? 

A. I would believe so, yes. 

Q. And did you go on thereafter in 
letter to set forth the type of work 
the amount of work that J.B. Hanauer 
done for the authority? 

the 
and 
had 

A. I believe that's what the contents are. 

Q. And did you indicate other information 
concerning bond sales that you felt may 
be comparable to the one that was 
involved in with Western Monmouth? 

A. I believe I did. 

Q. And did you indicate the rating of the 
Western Monmouth bonds and why that 
particular rating may have influenced or 
caused part of the excessive or the high 
seven percent, seven and a half percent 
fee earned by Hanauer? 

A. I think that was in there, yes. 
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Q. Do I understand correctly, then, sir, 
that your letter that you sent to the 
commissoners of the authority, in 
effect, justified, or set forth reasons, 
if you don't like the word "justified," 
set forth reasons that would support the 
seven and a half percent fee going to 
J.B. Hanauer? 

A. Yes. 

THE CHAIRMAN: If the witness wants any 
part of that letter that hasn't been 
read or wants to read the whole letter, 
you may do so, or have any part of it 
read. 

BY MR. HART: 

Q. Would you like to do that, sir? 

A. Not unless you're going to proceed with 
questions. I haven't read it since I 
submitted it. 

THE CHAIRMAN: 
you care to. 

You may read it now if 

Q. Would you like to read 
(Handing to the witness.) 

it, sir? 

THE CHAIRMAN: 
added? 

Nothing that you want 

THE WITNESS: No, sir. 

THE CHAIRMAN: All right. Go ahead. 

BY MR. HART: 

Q. So, on the one hand, sir, you say that 
you felt the fee, the seven and a hal f 
percent fee earned by Hanauer, was 
excessive. Is that correct? 

A. As a basic discount fee, yes. 

Q. On the other hand, you sent this letter 
to the authority at the request of Mr. 
Salkind, and that letter sets forth. 
reasons, does it not, supporting the 
seven and a half percent fee earned by 
Hanauer? 

A. That letter ~-

Q. Is that correct? 
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A. sets forth facts, information 
regarding other sales, ratings, their 
interest rates, and the services that 
were performed by J.B. Hanauer, and I 
equated to those services and other 
criteria possible percentages that 
related to the seven and a half percent. 

COMMISSIONER DEL TUFO: Mr. Gartz, you 
thought that fee was excessive, did you 
not? 

THE WITNESS: As a basis. 

COMMISSIONER DEL TUFO: And you 
commented on that to counsel and to 
other people after the closing? Didn't 
you testify that way? 

THE WITNESS: At the day of the closing 
when I first found out. 

COMMISSIONER 
here today 
excessive? 

DEL TUFO: 
you thought 

You 
the 

testified 
fee was 

THE WITNESS: 
discount fee. 

Yes, sir, as a basic 

COMMISSIONER DEL TUFO: That 
being sent because of articles 
newspaper, that letter was sent 
request of Mr. Salkind. Is 
correct? 

THE WITNESS: That's correct. 

Another Version of S100,000 ·Commission" 

letter 
in the 
at the 

that 

The next witness, Attorney James E. Demetrakis of Fort Lee, 
recalled that he was representing a developer in the Monmouth 
County community of Manalapan in 1973 when he first met Manalapan 
lawyer Marvin Schaefer. He testified that he met with Schaefer, 
now deceased, for business or professional reasons on a number of 
occasions between 1973 and 1975. He recalled one meeting at which 
Schaefer mentioned receiving a $100,000 "commission." Counsel Hart 
questioned Demetrakis about Schaefer's disclosure: 

Q. All right. During the time period that 
you had this business relationship with 
Mr. Schaefer, were you aware, sir, that 
he was the attorney for the Western 
Monmouth Utilities Authority? 

A. Yes, I -- he indicated that to me on one 
of the meetings that parenthetically he 
was also the attorney to the sewerage 
authority there that was then in the 
process of being formed. 
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with 
with 

Mr. 
the 

Schaefer had 
authority, I 

A. Absolutely nothing. 

Q. Did there come a time when Mr. Schaefer 
made a statemerit to you concerning his 
receipt of a large sum of cash? 

A. Yes, sir. 

Q. Can you tell me where you were when he 
made such a statement to you, sir? 

A. Mr. Schaefer was entertaining. some 
guests at the St. Mortiz bar and 
suggested that, if I wanted some 
additional information on the status of 
some matters in the community, to stop 
in there and see him late in the 
afternoon, it being shorter to go to New 
York than travel down to Monmouth. I 
stopped in, he was entertaining some 
guests, and I believe it was sitting 
around a table, and he mentioned to me 
that he had received a substantial 
commission, or was had received a 
substantial commission from a company, a 
bonding company, a New Jersey bonding 
company. 

Q. Did he tell you that the substantial 
, amount that he had received was 
$100,000? 

A. Yes, he did, sir. 

Q. Did he tell you that he had received 
that in cash? 

A. Yes, he did. 

Q. What was the name of the bonding company 
that he received this from? 

A. I don't recall, sir. I don't believe 
that he ever told me the name. 

Q. Did he tell you that he had received 
this hundred thousand dollars in cash in 
a little black bag? 

A. I don't recall that, sir. 

Q. Do you recall, sir, talking to Charles 
Sapienza and other representatives of 
t.he office of the Attorney General in 
1977? 
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A. Yes, sir, I do. 

Q. Do you recall Mr. Sapienza? 
him, sir? 

You know 

A. I don't remember what he looks like. I 
know the name. 

Q. You spoke to him, I take it? 

A. Yes, sir. 

Q. Approximately how many times did you 
speak with him? 

A. I don I t recall. 
than once. 

I believe it was more 

Q. Do you recall tell ing Mr. Sapienza and 
other members of the Attorney General's 
office that Mr. Schaefer's statement to 
you was as follows: "You represent 
sewer authorities. If you do any 
bonding, you should contact J.B. Hanauer 
because they kick back a commission. I 
got $100,000 delivered in a little black 
bag. II 

A. I do not recall making that statement, 
sir, but I do recall, as I indicated 
previously, that Mr. Schaefer indicated 
that he had received a commission of, in 
cash, for approximately a hundred 
thousand dollars. I do not remember the 
name of Hanauer company or the little 
black bag. 

Q. If, in fact, sir, you had made that 
statement to Mr. Sapienza, it would have 
been true, would it not? 

A. Yes, sir. 

East Rutherford Sewerage Authority's Bond Issues 

This authority was created by the Borough of East Rutherford 
in June 3, 1968. It hired Alfred A. Porro Jr. of Rutherford as 
counsel in July, 1968. In February, 1969, the authority appointed 
Frederick M. Rosenberg as its clerk and employed as its financial 
adviser on bond sales a company called Municiplex, Inc. Porro and 
Rosenberg had created this company with offices in Lyndhurst, where 
Porro had his law office. On October 30, 1975, a Bergen County 
G~and Jury returned an indictment listing Porro and Thomas Jones, 
who had been East Rutherford's mayor from 1965-1969, as defendants 
and naming Rosenberg, Timothy Sullivan, Walter Schultz and Richard 
Tecott as co-conspirators but not as defendants. The indictment 
charged conspiracy to conduct a fraudulent bond underwriting, 
bribery and misconduct in office. However, after prolonged litiga
tion, the indictment was dismissed in 1981 on grounds that 
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Porro's constitutional rights under the Sixth Amendment were 
violated. The Bergen Prosecutor's Office criticized the court's 
decision but nonetheless decided against continued prosecution of 
the case. The Commission included the East Rutherford episode in 
its public hearing schedule to further illustrate the corruptive 
influence of absolute autonomy on authority bond financing. 

Witness Makes Public Apology 

Rosenberg, who had originally been slated to testify for the 
prosecution if the Bergen Grand Jury indictment had been tried, was 
the first witness at the public hearing review of the case. During 
the course of his testimony, Rosenberg put the following personal 
statement into the hearing record: 

This was a situation that happened 
thirteen years ago. I was involved in an 
impropriety. I told the truth about it and 
I was never charged for it. However, I 
don't diminish the fact that what I did was 
the wrong thing to do and I've lived with it 
for thirteen years. I have great sorrow 
about it, and as far as the people of the 
state of New Jersey goes, I just would like 
to express my own personal apology, and 
there's nothing more. 

Under questioning by SCI Counsel Gerard P. Lynch, Rosenberg 
recalled first meeting Porro in 1965. He carne to know Tecott, he 
recalled, as a neighbor who was interested in municipal and 
sewerage authority finances. When Porro mentioned that Carlstadt 
w'as looking for an underwriter for a sewerage bond issue, Rosenberg 
s,aid "I brough t him together with Mr. Te cot t. " As a resul t, 
Rpsenberg testified, he and Porro split a finder's fee: 

Q. And was Mr. Porro still the attorney 
for Carlstadt at this time? 

A. Yes. 

Q. Did you yourself have anything to do 
with the Carlstadt bond issue? 

A·. No. 

Q. Your sole function with 
was just bringing Mr. 
Tecott together? 

A. Yes. 

that bond issue 
Porro and Mr .• 
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Q. Was a finder's fee paid in this case? 

A. Yes. 

Q. Did Mr. Porro obtain any part of this 
finder's fee? 

A. Yes. 

Q. What percentage was Mr. Porro's share? 

A. We shared SO/50. 

Q. How much was the finder's fee for? 
you recall? 

Do 

\ 

A. I don't recall the exact amount. It 
was in the five-thousand-dollar range. 

As a result of the Carlstadt transaction, a business 
relationship developed among Porro, Rosenberg and Tecott. This 
relationship resulted in Porro and Rosenberg forming Municiplex and 
Tecott leaving the firm of J.B. Hanauer Co. to form his own 
underwriting company. As Rosenberg explained in his testimony, 
Tecott could not serve with a financial advisory firm such as 
Municiplex and also do bond underwriting, "so the two firms had to 
split." Rosenberg also testified about the reason why Municiplex 
was created: 

Q. Was it absolutely necessary that the 
Township of East Rutherford have a 
financial adviser --

A. No. 

Q. -- for the sewerage authority? 

A. No. 

Q. Could they have hired an underwriter 
instead of a financial adviser? 

A. Yes. 

Q. Had they done that, would 
Mr. Porro have received 
thereby? 

A. No. 

yourself and 
any profits 

Q. Therefore, the formation of Municiplex 
was merely a self-serving entity: is 
that correct? 

A. Yes. 
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Q. I show you ••• a, letter which was, sent QY 
Municiplex, your name appearing as 
president, Mr. Rosenberg, at the end, 
and ask you what the purpose 0:1" this 
letter was. 

A. It cites the need for a financial 
adviser firm such as Municiplex. 

Q. Does it also recommend that the, 
Township of East Rutherford form a 
sewerage authority? 

A. And to form a sewerage authority. 

Q. Who is the author of that letter? 

A. My name appears on it, but the letter 
was written by Mr. Porro and myself. 

Q. Now, this letter was sent prior to the 
format ion of that sewerage authority. 
Is that correct? 

A. Yes, sir. 

Q. Did the sewerage author i ty eventually 
become in reality an entity? 

A. Yes, it did. 

However, certain "arrangements" had to be made to pave the way 
for creation of an authority by the borough. Rosenberg testified 
about conversations he had with East Rutherford's MaYOr 'l'hornas 
Jones and Porro: 

Q. Now, prior to the 
sewerage authority, 
conversations with 
Porro and yourself 

A. Yes, I did. 

formation of this 
did you have any 
Mayor Jones, Mr. 

Q. -- regarding what would be necessary in 
order to have this sewerage authority 
formed? 

A. Yes. 
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Q. Would you tell us what discussions were 
held with Mayor Jones and Mr. Porro in 
that realm? 

A. Well, we discussed the need for paying 
monies to the mayor in order to make 
sure that the author i ty would go 
through without any hinderance. 

Q. Okay. Was there any fixed 
determination as to how much monies 
would be needed in order to get this 
authority approved by the city council? 

A. There was no fixed sum at the time. I 
think it was dependent upon the, excuse 
me, upon the outcome of the bond 
underwriting. 

Even before the East Rutherford Sewerage Authority was 
created, it was agreed that Tecott's underwriting company would 
handle the author i ty' s bond issues. Rosenberg's test imony 
continued: 

Q. Were they any discussions held between 
Municiplex and the firm of 
Tecott-Jackson regarding this bond for 
the authority prior to the actual 
formation of the authority? 

A. Yes. 

Q. Was there any agreement entered into 
between Municiplex and Tecott-Jackson 
with reference to this first bond issue 
in East Rutherford? 

A. Yes. 

Q. And did that agreement guarantee that 
Tecott-Jackson would be the underwriter 
for this first bond issue? 

A. Yes. 

Q. And this is prior to its formation. Is 
that correct? 

A. Yes. I don't know that that agreement 
was in writing. I don't recall that. 
But there was an agreement. 

Q. NOw, when the township did form the 
sewerage authority, was Mr. Porro still 
the township attorney? 

A. Yes. 



-80-

Q. Do you know who became the attorney for 
the East Rutherford Sewerage Authority? 

A. Mr. Porro. 

Q. Do you know how that came about? 

A. No, I don't. 

Rt)senberg Becomes Authority Clerk 

Rosenberg testified that Porro resigned on July 18, 1968, as 
the registered agent for Municiplex. His resignation from the firm 
came exactly one week after the East Rutherford sewerage authority 
was created. But Porro's dealings with and through Municiplex 
continued, and Rosenberg himself subsequently became the auth
ority's clerk. His testimony: 

Q. Did Mr. Porro cease all operations with 
MUhiciplex? 

A. Ostensibly. 

Did Municiplex 
contracts with 
ties? 

A. Yes. 

Q. What were they? 

engage 
any other 

in bonding 
municipali-

A. Rar i tan Townsh ip and Pemberton Town
ship. 

Q. Did Mr. Porro take part in any negotia
tions on behalf of Municiplexwith 
these two townships? 

A, Yes, he did. 

Q. Was this after he. resigned as regis
tered agent for Municiplex? 

A. Yes. 

Q. Did Mr. Porro take an activerble in 
any further negotiations with· East 
Rutherford? 

A. Yes. 

Q. Was there any major decision affecting 
Municiplex where Mr. Porro did not take 
a part in it after he resigned? 

A. No. 
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Q. Was Mr. Porro instrumental in 
presenting Municiplex to the authority? 

A. Yes. 

Q. Did you obtain a position in that 
authority yourself? 

A. Yes, I did. 

Q. What was that position? 

A. I was named a clerk to the authority. 

Q. How much were you paid as clerk? 

A. About 6, I think it was $6700 a year. 

Q. What was the purpose of your being 
hired as clerk for the authority? 

A. Well, on the one hand, it was for the 
purpose of working for the authority at 
a minimal salary because they couldn't 
afford to pay, you know, any more. On 
the other hand, it gave us the 
opportunity of being conversant and on 
top of the authority actions on a 
consistent basis. 

Q. Did you, in fact, attend all of the 
meetings where bonding was discussed? 

A. Yes. 

Q. Did Municiplex hire 
Township of East 
financial adviser? 

A. Basically, yes. 

itself out to the 
Rutherford as a 

Q. What were to be the functions of a 
financial adviser? 

A. To obtain a, basically, to obtain an 
underwriting at the lowest possible 
interest rate and to effectuate, you 
know, the completion of the bond issue 
for the project. 

Q. When Municiplex was hired, did it 
request a twenty-one-thousand-dollar-a
year salary which was rejected by the 
authority? 

A. That's correct, yes. 
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Q. If thiS salary was rejected, how was 
Municiplex to be paid? 

A. It was actually from the proceeds of 
the bond issue. 

Q. Who was actually going to pay it? 

A. Tecott-Jackson would have paid that. 

Q. That was the bond underwriting company 
on the first bond issue? 

A. Yes. 

Q. Did the commissioners of the authority 
know that Alfred Porro had an interest 
in Municiplex and shared 50/50 in all 
of the profits? 

A. I really -- I don't know that to be a 
fact. I would assume so. 

Q. Did any of the commissioners of the 
author i ty know that there was a 
contract in existence between 
Tecott-Jackson and Municiplex wherein 
Tecott-Jackson was guaranteed this 
first bond issue? 

A. Once again, I would presume so, but I 
don't know that, you know, for a fact 
or who would know it. 

Q. But Mr. Porro, as the attorney for the 
authority, knew? 

A. Yes. 

Q. Who proposed Tecott-Jackson to the 
authority? 

A. We did. 

Q. When you say "'We,ll' who is "We"? 

A. Municiplex. 

Q. Did you attempt to find any other 
underwriter who might have been more· 
beneficial for the authority? 

A.. No. 
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Q. Was there another underwriter consid
ered? 

A. No. 

Q. Why not? 

A. Because the sole purpose of Municiplex, 
as I indicated, was to be actually 
self-serving, and we didn't. 

Q. Did East Rutherford Sewerage Authority 
eventually obtain a first bond issue? 

A. Yes. 

Q. How much was this bond issue for? 

A. I think it was $5.6 million. 

Q. Did Tecott-Jackson underwrite this bond 
issue? 

A. Yes. 

Q. Did Municiplex receive monies as a 
result of this bond issue? 

A. Yes. 

Fees Charted * 

Counsel Lynch utilized a chart compiled by SCI accountants to 
trace some of the fees received by Municiplex, Porro and Rosenberg 
from East Rutherford Sewerage Authority bond issue proceeds. 
Rosenberg's testimony continued: 

Q. I would 1 ike you to look at the top 
f igu re. It is a f igu re of $ 11 7 ,121. I 
ask you if this was Municiplex's 50/50 
share of the profit that Tecott-Jackson 
received from the underwriting of the 
first bond issue. 

A. It is. 

Q. I show you line number 2 in th is chart 
and I ask you if this figure of 
$40,000, is this the figure of the 
finder's fee that you testified to 
earlier? 

*See Chart, next page. 



I ... 
d> 
I 

EAST RUTHERFORD SEWERAGE AUTHORITY 

JANUARY 1969 - FIRST BOND ISSUE $5,500,000 

MUNICIPLEX INC. - FEES $117,121 
(PORRO-ROSENBERG CORPORATION) 

FRED ROSENBERG $ 40,000 
(FINDER'S FEE) 

ALFRED A. PORRO, JR. 
(E.R.S.A. PAID LEGAL SERVICES) $ 55.,000 

TOTAL $212,121 

MAY 1971 - SECOND BOND ISSUE $2,600,000 

MUNICIPLEX1NC. - FEES $48,000 
( PORRO- ROSENBERG CORPORAT ION I 

FRED ROSENBERG $20,000 
(FINDER'S FEE) 

ALFRED A. PORRO, JR. 
(E.R.S.A. pAID LEGAL SERVICES) $49,500 

TOTAL $117 ,500 
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A. Yes. 

Q. I show you line number 3 and I ask you, 
did Mr. Porro tell you that he received 
the sum of $55,000 from the sewerage 
authority itself for his work performed 
on the bond preparation of this first 
bond issue? 

A. I know he received a legal fee and I 
don't know the amount. 

Q. He never mentioned that he received 
55,000? 

A. I don't recall that he did. 

Q. All right. With regard to the $117,000 
figure, did Mr. Porro receive any of 
these monies? 

A. We shared everything 50/50. 

Q. He received one-half of the $117,000? 

A. Yes. 

Q. Was Mr. Porro still the attorney for 
the authority 

A. Yes. 

Q. when he received this money from 
Municiplex? 

A. Yes, he was. 

Q. Did Mr. 
finder's 
$40,000? 

Porro receive 
fee that was 

any of the 
listed here, 

A. I don't believe so. 

Q. All right. Could you tell us what 
happened to that forty-thou sand-dollar 
finder's fee? 

A. $20,000 was put aside to pay the mayor 
and $20,000 was used to pay the income 
tax on the amount. 

Q. All right. How did the $40,000 get to 
Mayor Jones? 

A. It was, it was given to a --
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Q. I stand corrected. It's $20,000. 

A. It was given to an envelope -- it was 
given in an envelope to a secretary in 
Mr. Porro's office. 

Q. Did you personally deliver this 
envelope on the first bond issue? 

A. I believe so. 

THE <:HAIRMAN: 
envelope? 

Cash money in the 

THE WITNESS: Yes, sir. 

Q. After you personally delivered this 
money to Mr. Porro's office, did you 
have any further disc;:ussions with Mayor 
Jones regarding monies due him? 

A.. Yes, on occasion he expected more 
monies. 

Q. <:ould you tell us on what occasions you 
are referring to? 

A. I don't know any speci fie occasions. 

q. What did Mayor Jones. say to you, i.f 
anything, regarding monies due him? 

A,. That he felt there were more monies due 
him. 

Q. So tha.t would i.ndicate he had. received 
th.e initial $2.0,000? 

A.. Yes. 

q. Do yoU discuss ""i th anyl;>ody else. CIS. to 
whether or not Mayor' Jones actually 
received the envelope that you dropped 
off at Mr. Porro.'s. office? . 

A.. No,. I don't re()all.. 

Q., M.r. I!orro ever indc1ca.te to. you. du.ring. 
the· dis.cussions in. r;e·ference to· thes.e 
Payments that thi,$ was the way thing.s 
W.,e.r;e done in. East Ru.therford? 

A.... He· didO.'t say speci(icaJ.ly East 
R\ltherford, bU,t, you know" he did. 
mention on occasion that this is the 
way things Were done. He d·idn't 
mention, East Ru.therforcd. 
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The Second Bond Issue Deal 

By the time, the East Rutherford Sewerage Authority decided to 
sponsor another bond issue, the Tecott company was replaced by 
another underwriting firm. However, as with the first bond issue, 
the selection of the new underwriter was a foregone conclusion. As 
with the previous bond issue, also, a series of payoffs were 
arranged. Rosenberg's testimony continued: 

Q. Did a second East Rutherford bond issue 
ever become necessary? 

A. Yes. 

Q. Was Mr. Porro still the East Rutherford 
sewerage attorney at that time? 

A. Yes, he was. 

Q. Did he promote or take any active part 
in this second bond issue? 

A. Well, as he did -- as we did in the 
first, yes. 

Q. Was Municiplex still the 
adviser for the authority 
point? 

A. Yes. 

financial 
at this 

Q. Was Tecott-Jackson the underwriter of 
this second bond issue? 

A. No, they weren't. 

Q. Why not? 

A. Well, we had a personality conflict and 
we went to another bonding firm as a 
resul t. 

Q. What other bonding firm did you go to? 

A. Gibraltar Securities, Newark. 

Q. Was there an agreement between 
Municiplex and Gibraltar Securities 
prior to the second bond issue? 

A. Yes. 

Q. Was Gibraltar 
second bond 
fruition? 

Securities guaranteed the 
issue when it came to 

A. Yes, they were. 
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Were any other underwriters 
presented to the authority? 

A. Not to my knowledge. 

Q. Why not? 

ever 

A. For the reason that I stated before. 

Q. That being? 

A. 

Q. 

That being that 
obviously profit 
self-serving. 

Municiplex 
motivated 

was 
and 

Did you already 
Gibraltar where 
it, also? 

have a contract with 
they were guaranteed 

A. Yes. 

Q. Isn't it a fact that in both issues, in 
both bond issues in East Rutherford, 
the selection of the underwriter was a 
foregone conclusion prior to the bond 
issues even coming to fruition? 

A. Yes. 

Q. Was the s.econd bond issue for $2.6 
million? 

A. Yes. 

Q. D·id you and Mr. Porro discuss 
might be necessary in order to get 
second bond issue approved? 

what 
this 

A. Yes, we did. 

Q. Could 
thes.e 
place, 

you tell us the substance of 
discussions; where they took 
and who the participants were? 

A. There was one· basi.c meetinq and it took 
place at a diner on Route, 46 in Tbtowa" 

A. Golden Star, I think .•. 
exactly. 

I.'m· not sure 
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A. Mr. Porro: Mr. Cheval, who was the 
chairman of the authority: Mr. 
Pandullo, the engineer: and myself: a 
member of the authority, Mr. Felice. 

Q. 

A. 

What was the 
the Golden 
individuals? 

purpose of this meeting at 
Star Diner between these 

It was indicated by 
wanted everything done 
nobody else. 

Mr. Cheval he 
through him and 

Q. What do you mean "everything done 
through him"? 

A. Any financial 
us would go 
else. 

remuneration coming from 
through him and nobody 

Q. And what would he do with 
financial remuneration? 

this 

A. I assume that he would 
everybody he had to pay. 

just pay 

Q. And were there any amount discussed as 
to how much was to be paid? 

A. Yes. It was the twenty-thousand-dollar 
figure which is shown there. 

Q. Did this second bond issue ever come to 
fruition? 

A. Yes, it did. 

Q. Again I refer you to Exhibit No. 4 and 
I ask you to look at the bottom half of 
the chart and where it indicates the 
May, 1971 2.6 million-dollar bond 
issue. * I would 1 ike you to look at 
the first figure on that chart and ask 
you if the $48,000 was the profit 
Municiplex received as its 50/50 share 
with Gibraltar Securities. 

A. Yes, it was. 

Q. Did Mr. Porro receive one-half of that 
figure? 

A. Yes. 

*See Chart, P. 84 . 
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Q. Was Mr. Porro still the East Rutherford 
Sewerage Authority attorney at that 
time? 

A. Yes. 

Q. I show you the second figure on this 
bond issue and ask you what that 
reflects. 

A. This was the amount of money that I 
indicated had to be paid. 

Q. The finder's fee? 

A. Yes. 

Q. I show you a third figure on that 
chart, a figure of $49,500, and I ask 
you if that's the figure that Mr. Porro 
recei ved from the East Rutherford 
Sewerage Authority for the bond work he 
performed on the second bond issue. 

A. Well, as I indicat.ed before, I know he 
re'ceived a legal fee. I don't know 
that that is the amount. 

Q. with regard to the $20,000 finder's 
fee, where did that money go? 

A. Well, I was out of the country when the 
bond issue closed. 

Q. Where were you? 

A. I was in Sweden. 

Q. Could you tell \,IS what part you took in 
this twenty-thousa,nd-do.llar 

A.. Well, I spoke to somebody in my office. 

Q.. Who. 

A. walter Schul:z;, who· worked for u's, ancj: 
instructed him to put the money in an 
envelope and to leave it w-ith Mr. 
J;>o-rro's secretary at that time. 

Were you aware whether or 
$20,000 actually g.ot to Mr. 

not this 
Cheval or 

A.. I assume that it did because I didn"t 
hear anything else. 
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Q. Was the full $20,000 delivered? 

A. No, it was $18,000. 

Q. What happened to the additional $2000? 

A. 2000 went into my own account. 

Q. With regard to the stock that Mr. Porro 
gave up, did he eventually get that 
stock back? 

A. Yes. 

Q. Had there been any agreement that he 
was to get this stock back in writing? 

A. No, not in writing. 

Q. Was it a verbal agreement? 

A. Yes, it was. 

Q. In reality, did Mr. Porro ever give up 
any of his interest in Municiplex? 

A. No. 

Testimony Corroborated 

Counsel Lynch called former Essex County Assistant Prosecutor 
James Mayer to testify about a sworn statement he took in July, 
1975, from Walter Schulz. As previously noted, Rosenberg testified 
that he was vacationing in Sweden when the second bond issue was 
closed and that he telephoned instructions to Schulz on what to do 
with the $20,000 he was to pick up from Gibralter, the underwriting 
firm. Schulz's sworn st;atement, as put into the public hearing 
record, corroborated Rosenberg's testimony about the payoffs from 
the bond issue dea Is. As read by Mayer, the statement by Schul z 
concluded as follows: 

"Question: So did you 
the same day you got 
from Rosenberg? 

"Answer: Yes. 

go to Gibralter 
the phone call 

"Question: And the same day you also 
made the deposit? 

"Answer: That's correct. 

"Question: 
the depos it 
office? 

And the same day you made 
you went back to Porro's 

"Answer: That's correct. 
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"Question: NOw, was there any 
conversation when you dropped the 
envelope with the balance of the money 
to whomever it was at Porro's office? 

"Answer: No conversation, not that I 
can remember. I might have said this 
is very important or this is the 
envelope Al is expecting, or something 
to that effect or get this to Al 
immediately. I might have said 
something like that. There was no 
conversat ion as to what was in it or 
anything like that ••• no. 

"Question: Did you have any 
conversat ion with Fred Rosenberg after 
that money was dropped off at Porro's 
office? 

"Answer: Well, when Fred came 
back •• uh •. yes, that everything went 
smoothly. Thanks a lot. I was a 
little upset getting involved in this 
thing and Fred. said everything is O.K. 
I appreciate you bailed me out. You 
know, that type of conversation. 
That's all. 

"Question: Do you know what happened 
to that money after you dropped it off 
at Porro's office? 

"Answer: No, I don't. It could have 
gone in ten different directions as far 
as I know. 

"Question: Now, to clarify one point, 
going back to the conversation you had 
wi th Fred Rosenberg, before he went on 
vacation •.• did you discuss the fact 
that you were to tell Sullivan $20,000 
was going to East Rutherford? Is that 
right? 

"Answer: Right. Fred instructed me 
that in the event that it came up in a 
conversation that I was to tell them 
that the money was to go to East 
Rutherford... the boys in East 
Rutherford. 

"Question: In your discussion, was it 
made clear what was meant by the boys 
in East Rutherford? 
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"Answer: Well, no, not really. You 
know, if I assume it was going to be 
the officials in East Rutherford, they 
were, you know, we were gonna tell Tim 
that it was going to the officials in 
East Rutherford. If your question is 
specifically the Sewer Authority or 
mayor and counsel, or, who, no, that 
was never defined in my conversation 
with Fred or any conversations that I 
had specifically with Tim. Exactly 
who •.. 

"Question: 
just .. ... 

In other words, it was 

"Answer: For officials, you know. It 
was kinda of an understood situation
• •• you know... with the part ies con
cerned, that it was going to the 
officials in East Rutherford. It 
wasn't like who or any specific names. 

"Question: The term referred to the 
public officials in East Rutherford in 
general without naming anyone 
specif ically? 

"Answer: Yes, yes, it was. There was 
no clear-cut definition that it was 
going to the East Rutherford Sewer 
Authority. No, I couldn't answer that. 

Authority Chairman Testifies 

Henry Cheval, who was chairman of the East Rutherford Sewerage 
Authority at its outset (and who was still the chairman at the time 
of the SCI's public hearing), indicated in his testimony that he 
relied solely on Porro and Rosenberg in connection with agency's 
bond issue dealings. Although obvious conflicts of interest became 
apparent from time to time, Cheval never raised any questions about 
them. Excerpts from Cheval's testimony follow: 

Q. NOw, you indicated you knew an entity 
known as Municiplex. How did that come 
to your attention? 

A. Later on after the authority was formed 
Mr. Rosenberg came to the meeting. He 
was Municiplex. 

Q. Who got Mr. Rosenberg to come to your 
meetings? 

A. I believe at the time Mr. Porro or Mr. 
Rosenberg were doing the work for the 
Carlstadt Sewer Authority, the bonding 
for the Carlstadt Sewer Authority. 
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Q. Did Mr. Porro or Mayor Jones ever tell 
you that, prior to the formation of 
your authority, that Municiplex was 
recommending that the authority be 
formed? 

A. No. 

Q. What was the purpose of Municiplex 
being hired by your authority? 

A. They w<;!re hired 
advising work. 

to do financial 

Q. Was that absolutely necessary for your 
authoritv? 

A. Yes, it was. 

Q. Why. 

A. We didn't have the expert ise in that 
field, the members of the sewer 
authority themselves. 

Q. Were you aware of whether or not Mr. 
Porro and Mr. Rosenberg shared in any 
of the proceeds of the Carlstadt bond 
issue? 

A. I wasn't aware of that, no. 

Q. You mentioned the Carlstadt bond 
issue. Could you tell us why that had 
an influence in your hiring Municiplex? 

A. That was, Carlstadt Sewer Authority was 
formed just prior to the East 
Rutherford Sewer Apthority, and I knew 
some of the members of th<;! Carlstadt 
Sewer Authority and they recommended 
both Municiplex and Mr. Porro very 
highly. 

Q. After your 
hir'e an 
attorney? 

authority was formed did you 
attorney or retain an 

A. Yes, we did. 

Q. Who was that? 

A. /oIr. Porro. 
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Q. Why was Mr. Porro retained by your 
authority? 

A. I believe Mr. Porro helped form the 
sewer authority and he did a good job 
in Carlstadt and he was recommended by 
the people of Carlstadt, so we hired 
him on that basis. 

Q. Was he being paid a retainer fee by the 
authority? 

A. I believe he was. 

Q. Did you also know whether or not he was 
paid a percentage of any bond issue 
that he worked on? 

A. Yes, I bel ieve he got a percentage of 
the attorneys' fees for the bonds, 
bonding. 

Q. Was that percentage up to two percent 
of any bond issue that he worked with? 

A. I can't recall, but I think so. 

Q. I am going to show you Exhibit C-62 and 
ask you if that would refresh your 
recollection that Mr. Porro was to 
receive up to two percent of any bond 
issue that he worked on with the 
authority. Paragraphs Number 7 and 8 
of Resolution Number 8. 

A. Yes, I recall. I recall this, yes. 

Q. I show you Exhibit Number 4, which is 
over here, and it indicates a fee of 
$55,000 on the first bond issue of $5.5 
million. Did your authority pay Mr. 
Porro $55,000 for his work on that bond 
issue? 

A. I believe we did. 

Q. Do you know whether or not Mr. Porro 
had any interest in Municiplex? 

A. No, I did not. 

Q. Do you know that 
recelvlng one-half of 
Municiplex? 

A. No, I did not. 

Mr. Porro was 
the prof i ts of 

Q. Did you ever know that Mr. Porro had an 
interest in Municiplex? 
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A. I still don't know. I don't know, no .• 

x X X 

Q. Did Mr •. Porro ev·e.r tell you at anytime 
that he had any share in Municiplex? 

A. He told us he had an interest in 
Municiplex. 

Q. After he told you he hi'\d this intere.st 
in Municiplex, you, as chairman of the 
i'\l,lthority, knowing he was your 
a\1thority attorney, did you do anything 
to remedy this problem? 

A. I believe he sent 
i'\uthority excusing 
doing business with 
Municiplex. 

a letter to the 
himself between 

the authority and 

Q. Did you eVer discuss with Mr. Porro 
what interest, in fact, he had with 
Municiplex? 

A. No, I did not. 

Q. Did Mr. Porr.o ever tell you that he w.as 
a full partner in Municiplex? 

A. No, he did not. 

Q. Wi'\S Mr. Porro the attorney for the 
a\1thority when you hired Municiplex? 

A. I believe he was, yes. 

Q. And yo \1 mentioned earlier that Mr. 
Porro recommended or introduced Mr. 
Rosenberg to your commission. Is that 
correct? 

A. Yes, he did. 

Q. Pid you question Mr. Porro as to why he 
would be introducing Mr. Rosenberg if 
he had an interest in Municiplex? 

A. No. The only rei'\Son thi'\t he brought 
him to the meeting is they had 
formulated the bonding for the 
Carlstadt. Sewer Authority and we were 
about ready to go through the same 
\:hings ourselves, s.o he brought him in 
for an interview with the sewex 
au.thor i ty commissioners. 
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Q. Did you ever check out the 
qualifications of Mr. Rosenberg prior 
to hiring Municiplex? 

A. We had our attorney check him out. 

Q. Did you personally, as chairman of the 
authority, check out the qualifications 
of Mr. Rosenberg? 

A. No, I did not. 

Q. Were you aware that Mr. Rosenberg had 
absolutely no experience whatever in 
the bond market or financial community? 

A. No, I did not. 

Q. Is there any reason why you as chairman 
didn't check it out? 

A. I had our attorney check it out and 
took his word for it. 

Q. You relied solely on Mr. Porro's word 
for a financial adviser? 

A. Yes. 

Q. Did East Rutherford have a first bond 
issue? 

A. Yes, we did. 

Q. Who was the bond underwriting company 
on this bond issue? 

A. I really don't remember. 

Q. Would the name Tecott-Jackson ring a 
bell with you? 

A. I would say so, yes. 

Q. How was Tecott-Jackson selected by your 
authority to be the bond underwriter? 

A. We took Mr. Rosenberg's recommenda
tions. 

x X X 

Q. Did any other company make a presen
tation before your authority? 

A. I don't believe so. 
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Q. Any r~ason why not? 

A. W~ took Mr. Ros~nb~rg's r~comendations. 

Q. Were you aware that Municiplex and the 
firm. of Tecott-J~ckson already had a 
contract whereby Tecott-Jackson was 
guaranteed the first bond issue even 
before that bond is.sue came about? 

A. t was not aware of th~t. 

Q. Were you aware that. Municiplex had 
another agreement with Tecott-Jackson 
whereby when the bond issue did come to 
fruition, that they would share the 
Profits of that 50/50, equally? 

A. No, I did not. 

Q. And i.t is your statement that you did 
nothing to check into this bond 
underwriting company yours.elf? 

A. No, I did not. 

Q. Could the authority have hired a, bond 
underwriting company itse·lf witho.ut the 
need for a financial adviser? 

A. I really don't know. 

Q. Are you still chairman of this 
a,uthority? 

A.. Yes, I am. 

Q. Pi.d you at any time since you found oU.t 
of Mr. POJ:;ro"s inteJ:;e.s·t in Municiplex 
do. anythi.ng to remedy th.at situation up 
to the present time? 

A. No, I haven't. 

Q. Is Mr., E'orro stilT the. attorney for the, 
authority?' 

A. Yes,. he. is .• 

Q. pid ther,e come a time. when, the.re. was a' 
second. bond iss,u.e.?· 

A.. Ye!s, there was .• 
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And could you 
underwriter was 
issue? 

tell 
of 

us 
the 

who the 
second 

A. I believe it was Gibraltar. 

bond 
bond 

Q. And did you have any other bond 
underwriting companies present before 
your authority? 

A. Again, I can't recall any. 

Q. Did you rely totally on Mr. Rosenberg 
for the second bond issue? 

A. Yes, we did. 

Q. Were you aware Mr. Rosenberg, as part 
of Municiplex, entered into a contract 
with Gibraltar Securities whereby they 
guaranteed the second bond issue? 

A. I was not aware of --

Q. Were you aware of a -- are you aware of 
a contract between Gibraltar Securities 
and Municiplex whereby Municiplex was 
guaranteed half of the profits made by 
Gibraltar Securities on the second bond 
issue? 

A. No, I'm not. 

Q. Could you tell us, Mr. Cheval, with 
regard to the second bond issue, 
whether or not you had any discussions 
wi th Mr. Porro concerning the 
qualifications of Gibraltar Securities? 

A. I believe we discussed that at one of 
our meetings, yes. 

Q. When you found ou t that the bond ing 
company on the second bond issue was 
going to be Gibraltar Securities, did 
you question Mr. Rosenberg as to why 
there was a switch in bond underwriting 
companies? 

A. No, we did not. 

Q. On the discussions regarding the 
bonding compa~ies, was Mr. Porro 
present to give legal advice to the 
authority on both bonding companies? 

A. I believe he was, yes. 
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D!enies Payoff Discussion 

Cheval was asked about the meeting at a Rt. 46 diner at which, 
according to Rosenberg, arrangements for a $20 ,000 payoff were 
made. Cheval denied both that a discussion about money took place 
and that he ever accepted payoffs from the authority's bond issue 
actions: 

Q. Mr. Cheval, did you hc\Veany 
discussions with Mr. Rosenberg in the 
Golden Star Diner"also present at that 
diner was aMr.Felice, the chairman of 
the authority. yourself, and Mr. 
Pandullo, the engineer for the 
authority, wherein it was discussed 
that monies were to be given to the 
commissioners, specifically to 
yourself, that you would then hand it 
over to the other commissioners of the 
authority if as a result of ge'ttingthe 
second bond issue passed? 

A. I had the meetings, but that was not 
discussed at the meeting. 

Q. Pardon me? 

A. I had meetings with these people in 
,many places, but that monies were not 
discussed at those meetings. 

Q,. Did you ever receive any monies 
whatsoever as a result of either the 
first bond issue or the second bond 
issue at East Rutherford, New Jersey? 

A. No, I did not. 

EXAMINATION BY COMMISSIONER FRANCIS: 

Q. Mr. Cheval, what were the amounts of 
those two bond issue? 

A. I believe they were 5.8 million and 
2.6. 

Q. Did you concede that you had any 
obligation as chairman whatsoever to 
inquire who your underwriters were? 

A. We took 
attorney 
adviser. 

the recommendations 
and from the 

from our 
financial 
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Q. And you thought that was enough as 
chairman that you relied on your 
attorney, who had a conflict of 
interest, and on your financial adviser 
who apparently made a pre-existing 
agreement with the underwriter? You 
were satisfied you had completed your 
duties as chairman by simply delegating 
it to them? 

A. Yes, I did. 

-Did Henry Ever Stiff You?-

Alan Schamberg, the next and final witness of the East 
Rutherford episode, was the sewerage authority's treasurer and 
finance committee chairman at the time of the two bond sales. As 
had Cheval, the authority's chairman, Schamberg testified that he 
never questioned the backgrounds or the actions of Rosenberg, 
Municiplex, and the the Tecott-Jackson and Gibralter underwriting 
firms. In fact, he testified, he acquiesced in everything that 
either Porro or Rosenberg advised in connection with the bond 
sales. 

Counsel Lynch introduced a transcript of a taped conversation 
between Rosenberg and Schamberg -- and confronted the witness with 
his recorded comments on the alleged bond sale payoffs: 

Q. Mr. Schamberg, did you at any time 
receive any monies from any particular 
individual, either Mr. Rosenberg or 
Mr. Porro, as a result of the passage 
of either the first bond issue or the 
second bond issue? 

A. No, sir. 

Q. Mr. Schamberg, I'm going to show you a 
transcript of a conversation that's 
Exhibit No. C-94 between yourself and 
Mr. Fred Rosenberg, dated October 8th, 
1975. I ask you to look at this 
document. Now, I want to have your 
answers on some questions. This is a 
conversation between you and Mr. 
Rosenberg. On that conversation, if 
you look three-quarters of the way down 
the page, you're talking and you're 
saying, "They're still pushing on, on, 
uh, a payoff." Rosenberg's answer was: 
"That's what they're pushing on." 

A. Wait, wait. 

Q. Do you recall 

A. I see. 
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Q. Then further on down the page, the last 
sentence, Rosenberg is saying, "You 
know what they want to know?" You turn 
to the top of Page 2, you answer, "I 
know what they want to know, but I just 
wanted .to let them know that another 
thing." 

A. 

Rosenberg then states: "Did Henry ever 
stiff you?" Your answer: "No .... not 
that I know of ... uh, but I don't think 
he would." 

t·lr. Rosenberg answer s: "No. " 

What did you mean when you told -- what 
did you think Mr. Rosenberg meant when 
he said, "Did Henry ever stiff you?" 
Was he referring to a pavoff that was 
to be given to the commissioners of the 
East Rutherford Sewerage Authority? 

According, according to this, 
stiffed me, that means that 
supposed to get something that I 
get, and I didn't get anything. 

Henry 
I was 
didn't 

COMMISSIONER FRANCIS: The" Henry" 
refers to Mr. Cheval, who is chairman 
of the authority? 

THE WITNESS: Yes, sir. 

Q. Further on down the page, right about 
the middle, Mr. Rosenberg again is 
talking. He says, "I'll tell you what 

what the sav ing grqce, one of the 
saving graces assqming that Henry 
doesn't open his mouth ... " Your 
answer~ "Yea. 1I 

Hosenberg continues, " .. . you know is a 
fact that evervthing went to him." And 
you qo, "Yea, I know." 

Rosenberg says, "You knOW?" 
answer, "Yea. II 

And you 

What did you refer to when. you knew 
that everything went to Henry? 

A. I really don't know what was going 
through my mind when I told him that 
because we were at his -- we were at a 
place and then he was telling me that 
he had to go and he was in a hurry. 
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Q. Did Mr. Cheval ever tell you that he 
had a meeting with Mr. Porro and Mr. 
Rosenberg where it was discussed that 
$20,000 was to be paid by Gibraltar 
Se cu r i ties and that everyth ing was to 
go through Henry Cheval? 

A. Not that I know. 

Q. And this is what was being talked about 
between you and Mr. Rosenberg? 

A. Not that I know. I don't know nothing 
about that meeting. 

Q. Continuing with the statement. Mr. 
Rosenberg is stating: "and that this 
doesn't affect you or any of those 
other guys." Your answer: "We 
wouldn't have to worry about a God damn 
thing if it wasn't for Ed Rys." Who is 
Ed Rys? 

A. Ed Rys he was one of the commissoners. 

Q. Continue. 
what did 
"He's the 

Mr. Rosenberg said, "Why, 
Ed Rys do?" Your answer: 

one that insisted on it." 

Rosenberg says, "On what?" Your 
answer, "You know." Rosenberg says, 
"Now wai t a minute, I, no, jerking 
j ok ing a side. " You say, "I me an it." 

Rosenberg says, "Insisted on what?" 
Your answer: "On the remuneration, 
what you gave to Henry and everything." 

What did you mean by "what you gave to 
Henry and everything," and what did you 
mean by "remuneration"? These are your 
words? 

A. The only thing I could remember is that 
Rosenberg told me that Ed Rys wanted to 
go on a vacation and he wanted 
Rosenberg to pay for it. That's all I 
can remember. 

Q. What did that have to do with what you 
gave to Henry and everything? 

A. I don't know nothing, I don't remember 
that. 

Q. Let's read on. 

A. Yes, sir. 
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Q. Rosenberg said, "But I thought, I 
thought it was Henry that insisted on 
it. I never heard that ... " Your 
answer: "No, Ed Rys." 

Rosenberg: "Is that right?" You say, 
"Yea. II 

This is another statement I would like 
you to clarify. Rosenberg then says, 
"You know, you know, I'll tell you 
something. I, he came in to see me 
once. I don't know if I ever told you 
this story, after the second issue, and 
he wanted a trip to Bermuda or, or to 
the Bahamas or something - he wanted me 
to pick up the tab. I told him to 
pound salt, you know. I said 
everybody's taken care of, you know. 
He's the greedy guy, I guess, you know, 
greedy guy. How's your family?" 

Isn't that the first time you heard 
about the trip to Bermuda? 

A. No, no, because I did some work with 
Rosenberg over his house and I did some 
repairs for some screens for him and 
that's when he told me about it. 

Q.well, what was the fact about the 
'remuneration that he gave to Henry? 

A.That., I don't know nothing about that • 
I don't remember. 

Q.. Those are your words? 

A . Well, that' swha't .I :s.aid., yes .• 



Transition Statement 

-105-

THE TESTIMONY -- SECOND DAY 
WEDNESDAY. JULY 28, 1982 

In a statement prefacing the second public hearing session, 
Commissioner Robert J. DelTufo noted that the previous day's 
testimony on bond financing misconduct at certain authorities had 
produced information "which has not heretofore been in the public 
domain." He added: 

We turn today to witnesses whose testimony 
will illustrate other questionable practices 
and procedures by certain sewerage 
authorities, including the abuse of the 
appraisal process in acquiring sites for 
facilities, the adverse impact of partisan 
political pressures on the appointments of 
authority members and key staff people and 
the prevalence of kickbacks and bribes in 
the deal ings of plant operators with 
peddlers of wastewater treatment chemicals. 

In connection with testimony about bribes, 
the Commission notes that, as required by 
the statute which governs our operation, we 
have referred certain investigative findings 
to the Attorney General's office for 
possible criminal prosecution and will con
tinue to make such referrals at the con
clusion of these hearings. The value of the 
SCI's traditional liaison with New Jersey's 
prosecutorial agencies will be reflected by 
a good portion of the public hearing testi
mony today. 

Today's proceedings will further illus
trate the absolute need for public account
ability by the autonomous entities which 
build and operate costly and complex sewer
age facilities. The Commission reiterates 
its view that no sewerage authority in this 
state that is doing a proper job in serving 
its region, its county or its municipality 
can possible take issue with the ultimate 
objective of these proceedings to make 
all such agencies more candid and open in 
the conduct of their public business. The 
only authorities that cannot afford account
ability are those whose mismanagement or 
misconduct would be revealed by account
ability. 
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As we have stressed, there are numerous 
authorities in New Jersey that are operating 
with propriety and integ.rity. We believe 
these many outstanding authorities will 
support our effort to generate public and 
legislative demand for statutory proscrip
tions o·f misconduct· by some authorities that 
tend to defame all authorities. 

We will begin today's session with a 
depiction of appraisal transactions in Cape 
May County which might never had occurred 
had the authority in question been required 
to account for its day-to-day conduct in a 
more open manner to the citizens it serves. 

Land Appraisal Confliets ,in Cape May 

The Cape May County Municipal Utilities Authority (CMCMUA) in 
1981, purchased two treatment plant sites at highly inflated prices 
based on questionable valuations by an unqualified and duplicitous 
appraiser. In one transaction, the authority bo·ught for $1,402,000 
some 82 acres of a 780-acre site that had been sold on that same 
day for $750,000. In the other transaction, not only were 
suspiciously inflated valuations involved, but the appraiser at one 
point also gave the sellers of the site a high appraisal, for a 
fee, prior to negotiating with the same sellers for the site 
purchase on behalf of the authority. 

The Fish Plant Property Deal 

The Commission called Special Agent Michael Goch to outline, 
by means of a chart*, the events that led t.o the authority's 
purchase of the Menhaden Fish Plant site. SCI Counsel Robert 
Geisler questioned Goch: 

Q. Mr. Goch, did you conduct an investiga
tion into the purchase o·f the Menhaden 
plant property by the Cape May Muni
cipal Utilities Authority. 

A. Yes, I did. 

Q.. Did you participate in drawing up the 
chart that is now displayed to t.he 
Commission? 

A. That is correct. 

Q. Could you explain the.' contents of the 
chart? 

".see Chart, next. page. 



APRIL 12, 1979 

I MAY, 1980 .... 
a 
.--I 
I 

APRIL 23, 1981 

MAY 1, 1981 

MAY 1, 1981 

PURCHASE OF "MENHADEN PLANT" PROPERTY 
BY CAPE MAY COUNTY 

MUNICIPAL UTILITIES AUTHORITY (CMC MUA) 

ZAPATA HAYNIE CORPORATION OFFERS PROPERTY FOR SALE 
THROUGH REAL ESTATE AGENT 
TITO MACCHIA - APPROX. 780 
ACRES. 

GILBERT RAMAGOSA OFFERED TO LEASE PROPERTY 
5911 PACIFIC AVENUE FOR $58,000 PER YEAR. 
WILDWOOD CREST, NJ AGREEMENT TO PURCHASE ON OR 

BEFORE MAY 1, 1981 - APPROX. 
600 ACRES. 

ROMAN P. OSADCHUK SUBMITTED APPRAISAL REPORT 
131 SEASPRAY COURT TO CMC MUA, MARKET-VALUE 
NORTH WILDWOOD, NJ - 12 ACRES 

CMC MUA PASSED RESOLUTION NO. 24-81 
PURCHASE - 82.8 ACRES. 

CMC MUA PURCHASED "MENHADEN PLANT" 
PROPERTY FROM GILBERT 
RAMAGOSA - 82.8 ACRES 

GILBERT RAMAGOSA PURCHASED "MENHADEN PLANT" 
PROPERTY FROM ZAPATA HAYNIE 
CORPORATION - APPROX. 600 
ACRES. 

$ 750,000 

$ 750,000 

$1,427,000 

$1,402,000 

$1,402,000 

$ 750,000 
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A. Yes. I received the assignment to look 
into the sale of the property, what is 
khbwn as the Menhaden Plant property, 
tb the Cape May County Municipal 
Utilities Authority. At the time I 
det~rmined, endeavored to determine the 
rightful owner or the owners of record, 
and I checked for deeds and, also, tax 
assessor is tax bills, and found that 
the owners were Zapata-Haynie 
Corporation. 

Q. Did they offer the property for sale? 

A. The property was for sale, and the 
realtor was Tito Macchia. 

Q. What was the offering price for that 
property? 

A. At that time it was $750,000. 

Q. For how many acres of land? 

A. For 780 acres. 

Q. Did Mr. Gilbert Ramagosa enter into a 
contract to lease and also to purchase 
those 780 acres in April of 1979? 

A. Yes. It was April 12th of '79 there 
was correspondence frbm Zapata-Haynie 
Corporation to their attorney, James 
Cafiero, which indicated that Gilbert 
Rarnagosa was· interested in leasing and 
pbss ible purchase of the wildwood 
property. The terms of the lease were: 
$58,000 per year to be paid monthly. 
At the end of a two-year period he was 
to pur~hase the property for $750,000. 

Q. Was th·e closing date set as May 1st, 
1981? 

A.That is con:ect. That is the deadline 
for this ~ontract. 

Q. In May o£1980did Mr. Roman Osadchuk 
submit an appraisal r~pbrt to the Cape 
May Municipal Utilities Authority 
indicating that twelve acres of the 780 
acr~s owned by :Zapata-HaynieCorpora
tion had a value ·b£$1,427,000? 
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A. That is correct. 

Q. Did the records of the Cape May 
Municipal Utilities Authority reflect 
that they resolved to purchase that 
property in April of 1981 for 
$1,402,000? 

A. That was approved through a Resolution. 

Q. On May 1st, 1981, at back-to-back 
closings, did Mr. Ramagosa purchase the 
780 acres from Zapata-Haynie 
Corporation for $750,000 and then did 
Hr. Ramagosa sell that property, sell 
twelve acres of that property, to the 
Cape May Municipal utilities Authority 
for $1 ,402,000? 

THE CHAIRMAN: On that very same day? 

A. On the very same day there was a 
back-to-back settlement. 

The Appraiser's Story 

Roman P. Osadchuk of Wildwood was employed as the authority's 
appraiser for the fish plant site purchase. During his testimony 
he conceded that he had no professional qualifications as an 
appraiser and indicated that his various valuation reports were 
replete with omissions and contradictions. He was evasive at the 
outset of his appearance and had to be confronted with his previous 
Executive Session testimony on the subject of his initial 
employment by the authority: 

Q. On any occasion prior to your being 
hired by the MUA had you ever been 
interviewed by any of the board members 
of the MUA? 

A. Yes, I had. 

Q. Who interviewed you? 

A. I believe, a number of the board 
members. I was at their meeting. 

Q. What meeting did you attend? 

A. I don't remember specifically. 

Q. • •• Mr. Osadchuk, do you remember 
testifying before the State Commission 
of Investigation on June 10th, 1982? 
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A. I do. 

Q. DO you remember being asked this 
question and giving the answer --

"Question: Prior to your being hired 
by the MUA to .conduct the appraisal on 
the site including the Menhaden site, 
have you ever been, for any reason, had 
you ever been interviewed by the 
members of the MUA board?" And did you 
give the answer, "Not that I can 
remember, non? 

A. Yes. 

Q. Was that the truth when you gave that 
statement? 

A. Yes. 

Q. So you were never interviewed by the 
MUA board prior to being hired to 
conduct an appraisal on the Menhaden 
site; is that correct? 

A. That particular time, that's correct. 

Osadchuk next recalled how he was personally selected as 
appraiser -- on an hourly pay basis -- by John Vinci, who was a 
member of the CMCMUA since its inception in 1972 and the Chairman 
at the time the authority made the questioned site purchases: 

Q. Did 
and 
the 

any member of the MUA approach you 
ask you if you wanted to conduct 

appraisal on the Menhaden site? 

A. Yes, sir. 

Q. Who was that? 

A. John Vinci. 

Q. What fee arrangement did you have with 
the MUA to conduct this appraisal? 

A. It was on an hour ly bas is. 

Q. Did you give the MUA an estimate? 

A. No, sir. 

Q. Was you.r arrangement with the MUA 
unusual? 

A. No, sir. 
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Q. Do you normally conduct appraisals on 
an hourly basis? 

A. At times I do, sir. 

Q. Is it not a fact that on most occasions 
you conduct them for a fixed fee? 

A. That's correct. 

Q. Was this appraisal a difficult apprais
al? 

A. Yes, it was. 

Q. Yet you were selected with 
fications regarding your 
conduct the appraisal. 
correct? 

no prequali
ability to 

Is that 

A. I don't know what they based hiring me 
on, sir .. 

Q. Did you ever present 
board members with any 
had conducted before? 

A. I don't remember. 

the authority 
appraisals you 

The site Osadchuk set out to assess was an abandoned fish 
processing plant. The witness described the grounds as follows: 

Q. Was the area littered with debris? 

A. Yes. 

Q. Broken concrete? 

A. Yes. 

Q. Twisted metal? 

A. Yes. 

Q. Broken glass? 

A. Yes. 

Q. Broken windows on the buildings? 

A. I believe so. 

Q. The metal rusted? 



A. ~ really den't kno.w 'lbeut the metal. 

Q. What appreaches to. the v'llue did yeu 
take in yeur appraisal? 

A. Market, ecenomic, 'lnd eqnstructien, 

Q. The ecenemic, is th'lt'll:;;.Q knewn .,,~ 

A, Cest. 

Q. Regarding the cest 'lppre'lch, did 
claim a depreciatien f'lcter ef 
percent in estimating the life of 
buildings en that Property? 

A. I believe :;;0., 

yo. 1.1 
34 

the 

Q. Hew did yeu arrive at that 34 pereent? 

A. I used a valuation service called 
Marshall's. 

Q. Hew did You go. abeut using that 
valuatien service? 

A. I just leeked into. the charts and made 
an estimate. 

The $131,500 Chimney 

Because ef the credenee th'lt the autherity pl'leed en 
Osadchuk's appraisal, the Cemmission pressed the witness for 
details en hew he came to. value the site at almo:;;t twice what its 
sale price was. The testimony continued: 

Q. Was there a briek smOkest'lck en the 
property Sever'll :;;tories tall? 

A. Yes, there was, 

Q. What functional PurPo:;;e did it have 
when you cendueted YRur 'lPPr'lis'll? 

A. At that point? 

Q. Yes. 

A. None. 

Q. What value did You give it in yo!.!r 
qppraisa17 
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A. I took a value which was given to me by 
a consulting engineer. 

Q. What value, what price did you put on 
that smokestack? 

A. $131,500. 

Q. What was the elevation of the property 
that you examined? Was it two to five 
feet above sea level, approximately? 

A. That's what my report says, yes. 

Q. Did you consider that a negative factor 
in approaching your cost analysis? 

A. Yes, sir. 

Q. Did you indicate that on the your 
appraisal? 

A. I did not use the cost approach in my 
final appraisal. 

Q. My question is: Did you indicate that 
in your appraisal that it was a 
negative factor? 

A. I don't remember. I would have to read 
it. 

Q. Would you take a look and tell us 
whether there's any indication that you 
indicated that as a negative factor? 
Mr. Osadchuk, is it not a fact, in 
examining comparable properties of 
higher elevation you gave no indication 
in your appraisal report that the fact 
the Menhaden site was only two to five 
feet above sea level was a negative 
factor? 

A. I took that into consideration in my 
report. That's one of the reasons I 
did not use the cost approach. 

Q. Did you indicate that in your report at 
all ? 

A. I might have not indicated it in my 
report. However, I did not use that 
approach to value. At that point it 
would not have to have been written. 
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But you did do a cost analysis. 
that correct? 

A. Yes, I did. 

Q. Did you make any adjustment 
limitation placed on portions 
property by the restrictions 
Coastal Facilities Act? 

A. Yes, sir. 

for 
of 
of 

Is 

the 
that 
the 

Q. Did you state in your appraisal that 
you were limiting the cost of the 
property because of restrictions of the 
Coastal Facilities Act~ 

A. I don't remember whether that's in the 
report, sir. 

Q. If I told you that it wasn't in the 
report, would you acce'pt that? 

A. Yes, I will 

x X X 

Q. Did not your contract with the MUA 
require you to take test borings? 

A. If they were 50 ordered, yes. 
were not available. 

They 

Q. But you did not take any test borings. 
Is that correct? 

A. No, I did not, sir. 

Q. In fact, you did not know what the soil 
conditions were on 'that site? 

A. No. 

(~he witness confe~s ~ith counsel.) 

I described th",m in my report, but no 
test borings were taken at tha't time. 

Osadchuk said hea150 used the "tnarket approach" in his 
appraisal 'effort and that, he "searched all over 'the county looking 
for a comparable sale." Ironically" hecontact'eda rep'resentative 
of the Zapata~Haynie 'corp., the owner of 'the f ish plant site, 
during this search but claimed that he was never told that the 
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propert.y was under contract for sale at $750,000 -- which would 
have provided one ·comparable sale.' Osadchuk eventually abandoned 
the economic and market approaches for his appraisal and utilized 
an "income approach" instead, as he esplained: 

Q. Did you use the income approach? 

A. Yes, I did. 

Q. What rental value did 
property for office 
space? 

you put on the 
and warehouse 

A. $2 per square foot, sir~ 

Q. For office or warehouse? 

A. For warehouse, sir. 

Q. What rental value did you put on office 
space? 

A. I believe I put $5 a square foot. 

Q. How did you establish those values? 

A. I used comparable leases in the area, 
si r. 

Q. What leases did you use? 

A. Well, I got the most comparable figure 
from the Cape May County Ai rport 
Author i ty, I guess it was called, for 
rental. 

Q. Did you include in your income approach 
the cost of land twice by adding the 
value of the land after you established 
the rental value? 

A. Yes, I did. 

Q. Is that a mistake? 

A. That's the way I figured it, sir. 

Q. In essence, what you were saying, 
though somebody rents the property, 
they don't rent the land, is that 
correct, by using that approach? 

A. You take that into consideration, so I 
adjusted my rates, quite frankly. 
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Q. Didn't you make an assumption that the 
property could be rented triple net? 

A. Yes, sir. 

Q. Isn't it unusual to rent any property 
in that area at triple net? 

A. No, sir. 

Q. What Property in that area could be 
rented at triple net? 

A. Cape May County Park. 

Q. What in Cape May County Park? 

A. They have warehousing facilities there. 

Q. Did you fail to deduct any operating 
costs from the net rental income? 

A. What do you mean by "operating costs," 
sir? 

Q. Did you include any management cost? 

A. Management for who, sir? 

Q. For the rental property. 

A. I don't understand what you're asking, 
sir. 

Q. Did you include any overhead? 

A. Well, that was all considered in the 
figures that I used. 

Q. Did you state that in Your appraisal? 

A. I took 
didn't 
do. 

it into 
state it, 

consideration, but I 
sir. I really never 

Ignored Rumors. o·f C,he"per Sale Pric;e 

Os "dchuk persisted in his $1.4 million appraisal 
rumors the property was for sale a,t half that figure and 
actu"l a,ssessed value w"s ne"rly two,-thirds le.ss than the 
set. His testimonY continued: . 

despite 
that its 
price he 
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Q. At the time you conducted the 
appraisal, did you believe that the 780 
acres property containing the twelve 
acres that the '''UA was interested in 
was for sale between, for between 600 
and $700,000? 

A. 1 heard rumors, yes, sir. 

Q. Yon heard. many rumors to that effect; 
is that correct? 

A. I sure did, yes, sir. 

Q. Did you try to verify those rumors? 

A. No, sir .. 

Q. Did you indicate that in your report? 

A. No, sir. 

Q. Did you determine whether the property 
was, indeed, under contract for sale 
for 600 or $700,000? 

A. NOr I did not~ 

Q. Can you explain how you can arri~e at a 
higher' value for a twelve-acre portion 
of 780 acres, a value that you set at 
$1.4. million, when the whole of that 
atea was £or sale for $750,000? 

A. A.purchaser just· didn't come down the 
pike, sir, and my appraisal stands for, 
by .i tself. I felt that that w.as the 
value and that's what I placed it. at at 
that time. 

x X X 

Q. During the course of making your 
appraisal, did you visit the Middle 
Township tax assessor? 

A.. Yes, sir. 

Q. Were you accompanied 
employee of Tolz Realty? 

A. Yes, sir- .. 

by another 
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Q. For what purpose did you go to the: tall 
assessor? 

A. I wanted to get his assessment sheets. 

Q. Did he advise you that the property, 
the large acreage of property, the 780, 
approllimately 780 acres had been 
assessed for $500,000? 

A. I believe he did, sir. 

Q. Did that set off any flags or 
to you that your appraisal 
million might be high? 

warnings 
of $ 1 .4 

A. could have. 

Q. Did you not remark to Mr. Hand, the tall 
assessor, that you had to get a high 
appraisal and you were having trouble 
doing it? 

A. No, sir. 

Q. Did you have occasion to talk to your 
former partner, Herman Tolz, in one of 
the Tolz offices and state to him, 
that, in fact, they want a high 
appraisal, referring to the Menhaden 
Plant appraisal? 

A. No, sir. 

The Commission sought to recapitulate, using its Menhaden land 
deal chart*, certain highlights of Osadchuk's testimony: 

Q. To recapitulate your testimony 
regarding the Menhaden plant, and these 
will be substantiated by facts from 
other witnesses, you appraised the 
property at, according to the chart, at 
$1.4 million, is that correct , in May 
of 1980, at $1,427,000. Is that 
correct? 

A. Yes, sir. 

Q. And the MUA purchased that property in 
April 23.rd, resolved to purchase that 
property on April 23rd, 1981, for 
$1,402,000. Is that correct? 

*See Chart, next page. 
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PURCHASE OF "MENHADEN PLANT" PROPERTY 
BY CAPE MAY COUNTY 

MUNICIPAL UTILITIES AUTHORITY (CMC MUA) 

ZAPATA HAYNIE CORPORATION 

GILBERT RAMAGOSA 
5911 PACIFIC AVENUE 
WILDWOOD CREST, NJ 

R0!4AN P. OSADCHUK 
131 SEASPRAY COURT 
NORTH WILDWOOD, NJ 

CMC MUA 

CKe MUA 

GILBERT RAMAGOSA 

OFFERS PROPERTY FOR SALE 
THROUGH REAL ESTATE AGENT 
TITO MACCHIA -APPROX. 780 
ACRES. 

OFFER,ED TO LEASE PROPERTY 
FOR $58,000 PER YEAR. 
AGREEMENT TO PURCHASE ON OR 
BEFORE MAY 1, 1981 - APPROX. 
600 ACRES. 

SUBMITTED APPRAISAL REPORT 
TO CMC MUA, MARKET-VAI,UE 
- 12 ACRES 

PASSED RESOLUTION NO. 24-81 
PURCHASE - 82.8 ACRES. 

PURCHASED "MENHADEN PLANT" 
PROPERTY FROM GILBERT 
RAMAGOSA - 82.8 ACRES 

PURCHASED "MENHADEN PLANT" 
PROPERTY FROM ZAPATA HAYNIE 
CORPORATION - APPROX. 600 
ACRES. 

$ 750,000 

$ 750,000 

$1,427,000 

$1,402,000 

$1,402,000 

$ 750,000 
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A. Th at I don't know. 

Q. DO you know that the MUA purchased it 
on May 1st, 1982, from Mr. Gilbert 
Ramagosa for $1,402,000? 

A. I know that from the newspaper, sir. 

EXAMINATION BY COMMISSIONER FRANCIS: 

Q. Mr. Osadchuk, did anyone from the 
authority ever ask you to come in with 
a high figure on your appraisal of the 
Menhaden plant? 

A. Neve r, sir. 

Q. Did you ever tell anyone that you had 
been told to come in with a high 
figure? 

A. Never. 

Q. Did you deliberately inflate your 
appraisal? 

A. No, sir. 

$700,000 Conflict of Interest 

The second land purchase by the Cape May author ity found 
Osadchuk not only making various inflated site valuations but also 
working for both the buyer -- as the negotiator for the authority 
-- and the seller -- as the appraiser for the Jersey Cape Racquet 
Club. This property consisted of two lots which the authority 
identified as the "Seven Mile Beach/Middle Region Site." 

Again, SCI Special Agent Goch was asked, through testimony, to 
chart* Appraiser Osadchuk's activities in this deal: 

Q. Mr. Goch, did you p1jrticipate in 
compiling the d1jta that's in the chart 
qefore the Commission at this time? 

A. That's correct. 

Q. Does this rel1jte to the purchase by the 
Cape M1jY Municipal utilities Authority 
of two lots adjacent to the Jersey Cape 
Racquet Club? 

*See Ch1jrt, next page. 
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CONFLICT OF INTEREST 
IN THE PURCHASE OF 

SEVEN MILE BEACH/MIDDLE REGION SITE 

BY CAPE MAY COUNTY 
MUNICIPAL UTILITIES AUTHORITY (CMC MUAI 

OSADC!!UK SUBlHTTED LETTER 01" ·OPINION OF VALUE" TO CMC MUIi 

IIENRY N. HAHD SUBKIT'TED IU'PWnSAL REPORT TO MUA 

OSADCiW" APFOIN'l'ED AS "NEGOTIATOR" FOR CMC MUA IN ABOVE PURCHASE 

OSADC1HlK 11I1U;fl BY Arm SUBMITTEI1 IllS APPRAISAL REPORT TO JERSEY CAPE 
RACQUE'l' CLUB (SELLEIlS I 

** AFTER SUBMITTING ABOVE REPORT OSADCHUK STARTED NEGOTIATIONS 
WITH THE ·SELLERS· 

AT CLOSED WORKSHOP SESSIONS OSADCBUK GAVE VERBAL REPORT RE RESULTS 
OF NEGOTIATIONS AND ALSO HIS OPINION OF VALUE (48 ACRES @ $10,000) 

CMC HUA ADOPTED RESOLUTION NO. 21-81 TO PURCHASE LAND 

$ 93,00a 

407,000 

432,000 ** 

480,000 

700,000 
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.1\. Th at's correct. Th ey are known as Lot 
~umber 12 and Lot 13.01. 

Q. Do the records of the Cape May 
Municipal Utilities Authority indicate 
that Mr. Roman Osadchuk submitted an 
opinion of value to the Cape May MUA of 
$93,000 on January 29th, 1979, for 
those two lots? 

A. Yes. I obtained a copy of the 
correspondence dated 1/29/79 which 
indicated opinion of value of 93,000. 

Q. Do the records of the municipal 
ut ilit ies authori ty ind icate that the 
authority had the property appraised by 
Henry N. Hand and he set a value of 
$407,000 on those two lots? 

A. That is correct. 

Q. Do the records indicate 

THE CHAIRMAN: Just a minute. How does 
Henry Hand get in this picture? 

THE WITNESS: He was appointed by the 
MUA authority to conduct an appraisal 
of two lots to the properties which 
were considered as a site for the Seven 
Mile Beach-Middle Region. 

THE CHAIRMAN: 
that opinion 
talking about, 

THE WITNESS: 

BY MR. GEISLER: 

And that's subsequent to 
of value that you are 
93,000? 

That is correct. 

Q. On July 16th, 1980, do the records of 
the MUA indicate that Mr. Osadchuk was 
appointed as negotiator for the 
utilities authority to purchase those 
two lots? 

A. That is correct, the minutes of the 
meeting indicate that he was appointed 
as negotiator. 

Q. Do the records subpoenaed by the State 
Commission of Investigation indicate 



that on ,January 21st, 
Osadchuk was hired by one of 
of the two lots in question 
an appraisal? 

1981, Mr. 
the owners 
to conduct 

A. Well, I don't know when he was hired. 
However, on 1/21/81 he submitted his 
appraisal report to the owners of these 
two lots, plus other properties that 
were owned by the sellers. 

Q. Did he indicate a --

THE CHAIRM!'.N: Just a minute; just a 
minute. Are we talking about the same 
property being appraised or opinion 
given, the 93,000 and the 432,000? 

THE WITNESS: That is correct, it's the 
same two lots. And in this case Henry 
N. Hand's appraisal was for the two 
specific lots, that's lot 12 and lot 
13.01. 

THE CHAIRMAN: Yes. 

THE WITNESS: And at that time the two 
lots that were being considered by the 
authority were incorporated in the 
appraisal, the total appraisal 
submitted to the sellers by Roman 
Osadchuk. 

THE CHAIRMAN: My quest ion, is, are we 
talking about the same property on the 
93,000 figure and now the 432,000 
figure? 

THE WITNESS: That is correct. 

BY MR. GEISLER: 

Q. On February 4th, 1981, did Mr. Osadchuk 
advise the members of the Cape May 
Municipal utilities Authority that he 
had a verbal opinion that the property 
was worth $480,0007 

A. Yes, he did that at (a) • .• closed 
municipal workshop sess ion of the 

utilities authority meeting. 

THE CHAIRMAN: 
subsequent to 
figure that he 
that correct? 

And 
the 

had 

that was a month 
four-thirty-two 

appraised it; is 
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THE WITNESS: That' s correct. 

BY MH. GEISLEH: 

Q. In fact, after that did the Cape May 
Municipal Utilities Authority purchase 
those very two lots for $700,0007 

A. That is correct. 

Appraiser Worked for Buyer and Seller 

Osadchuk at first insisted that he was employed by the 
authority as its negotiator after he had completed his appraisal 
for the Jersey Cape Hacquet Club. However, he was forced to adm.i t 
that he worked for both sides at the same time. His testimony: 

Q. Could you tell us where the Jersey Cape 
Hacquet Club is located and those two 
sites are located? 

A. Yes, sir. The Jersey Cape Hacquet Club 
is located just off of the Garden State 
Parkway north of Stone Harbor Boulevard 
on the east side of the Parkway going 
north. 

THE CHAIHMAN: 
the authority 
second property 

Tell us ·what you did for 
in relation to this 

we are now discussing. 

THE WITNESS: There was, there was 
property adjacent to the racquetball 
club that I was hired to try and 
purchase from the owners on behalf of 
the MUll.. 

BY MH. GEISLEH: 

Q. were you presented with an 
done by Henry Hand by 
indicating that the value of 
lots was $407,000? 

A. Yes, sir. 

appraisal 
the MUll. 
these two 

Q.Were you told to attempt to purchas .. e 
that property from the owner of the 
property, the Jersey Cape Racquet Cll,1b, 
for that price? 

A. Yes. 
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x x x 

Q. Did you subsequently tell the authority 
that the property was worth $480,000, 
the two? 

A. Yes, 
make 
the, 

sir, I estimated ito 
a formal appraisal on 

for the authority. 

I didn't 
that for 

Q. In fact, I show you what has been 
marked C-13 2, minutes of the Cape May 
Municipal Utilities Authority in which 
you inform them the property was worth 
$480,000. Is that correct? 

A. I gave them an opinion, that's correct, 
sir. 

Q. And the MUA subsequently purchased 
property for $700,000. Is 
correct? 

A. I don't know, sir. 

Q. You never learned of that fact? 

/J.... No, sir. 

Q. Did you consider that you 
employed by both sides 
transaction? 

had 
of 

that 
that 

been 
the 

A. No, sir. I made, I made the MUA aware, 
sir. The sequence of events were, in 
1979 I had the letter and in 19--

Q. Could you answer the question yes or 
no? 

A. Okay. 

Q. Were you employed by both sides of this 
transaction? 

A. Yes, I was. 

Q. At the time you were conducting 
negotiations to purchase that property 
were you also employed by the owners of 
that property? 

A. I believe my appraisal was already 
completed by that time, sir. 
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Q. Could you tell us when you completed 
your appraisal? 

A. I'd, have to go back and research it, 
sir. Oh, yeah, January 22nd, 1981. I 
did look that up. 

Q. And could you tell us when you were 
hired as negotiator for the MUA? 

A. I don't have that contract in front of 
me. 

THE CHAIRMAN: When did you conduct 
this negotiation? 

THE WI TNESS: 
believe, sir. 

All during 1981, I 

Q. If I were to tell you that the records 
of the MUA indicate that you were hired 
as the negotiator on July 16th, 19,80, 
would you agree to that? 

A. Yes, sir. 

Q. So, then, indeed, you were negotiating 
the purchas,e of the, property at the 
same time you were working for the 
owners of that property? 

A. It could have been, sir. 

Q. Did you inform the attorney, or any of 
the attorneys, of the authority of 
(this) fact? 

A. Yes, I did, sir, 

Q. Did you inform theJjl •• otthe 
you fel t there/;il\7,;ij~;;l;iO\ 
in teres t ?';"!i' 

fact because 
conflict of 

A. Yes, I did. 

Q. Yet even 
conflict 
continued 

thou9h you felt there was a 
of interest, you still 

to work for both sides. Is 
th<lt correct? 

A. Be advised me it was perfectly all 
right for me to do that because in one 
capaci ty I was a negot iator, in the 
other c<lpacity I W<lS <lppraiser. 
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Q. Who advised you it was proper? 

A. Mr. Fulginiti. 

Q. Did you adv ise any of the author i ty 
members that you were employed by both 
sides of this transaction? 

A. I didn't, sir. 
solicitor. 

I just told the 

Appraiser's Qualifications Questioned 
! 

Herman A. Tolz, a realtor for 35 years, t\"stified next. He 
recalled that Osadchuk had been a partner in one of his real estate 
offices but that the relationship had ended up in litigation. He 
recalled that his firm had done only 30 to 35 appraisals throughout 
its history, "most of which were single residences." He contended 
that neither Osadchuk nor he himself were qualified to appraise the 
Menhaden plant property. His testimony: 

Q. To your knowledge, did Mr. Osadchuk 
have any formal training in appraising? 

A. Are you referring to schooling? 

Q. Yes. 

A. To my knowledge, the only schooling 
Mr. Osadchuk had in appraising work 
would be, or appraisal, would be part 
of what we call a G.R.I. program, which 
is a broad coverage of the entire real 
estate business, and I would assume 
that the portion devoted to appraising 
would have taken less than one day, 
from what I'm told about it. 

x X X 

Q. Are you familiar with the Menhaden 
plant property in Middle Township? 

A. I've driven by it on many occasion. 
I've never had occasion to be in it. 

Q. Would it be complicated to conduct an 
appraisal of it? 

A. I would think so. 

Q. Would you conduct an appraisal of it? 
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A. I would not. 

Q. Why not? 

A. I don't feel I'm qualified. 

Q. Was Mr. Osadchuk qualified to conduct 
an appraisal of that property in 1980? 

A. You're asking an opinion? 

THE CHAIRMAN: That's what it must be, 
an opinion. Your opinion. 

THE WITNESS: My opinion was that he 
was not. 

Tolz also. recalled a time when Osadchuk indicated to him that 
he had been requested to submit a high appraisal on the fish plant 
si te: 

Q. Was there an occasion during which you 
were present and Mr. Osadchuk was 
present in your office and. Mr. Osadchuk 
said somethinq to the effect about his 
appraisal of the Menhaden property 
requiring a high value? Did that 
occur? 

A. Not that it required a high value. 
can recall it if you wish. 

I 

Q. Can you tell us the substance of what 
happened? 

THE CHAIRMAN: What's your recollection 
'. of that? 

THE WITNESS: Sl.Ifely. I came in the 
office one day ,one 6f the back rooms 
of the office. Theta's a corridor 
going through a back room with a round 
table, I believe, and a lot of papers 
spread out on it and Mr. Osadchuk was 
in a room with a Mr. 13rownsey, who had 
been doing sorTle work with him on the 
appraisal, and th,ey were supposedly 
collating and putting papers together, 
and· then Larry Brownsey walked out of 
the room. I believe before he left, 
afterwards I asked if· he was through, 
he told me these were the appraisal for 
the Menhaden plant and I asked what the 
figure was, out of curiosity. I 
believe he told me it was a 
million-three or a million-four. I 
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kind of whistled or something of the 
sort expressing some offhand opinion, 
although I had no knowledge of the 
specifics, and Mr. Osadchuk looked 
around -- I don't recall, I've tried to 
recall whether he said they want a 
higher appraisal, but the expression on 
his face, either he said or I said, 
"You act like they want something 
really high." It seemed high. He 
either indicated, nodded or indicated 
they want a high appraisal in some 
manner. I cannot recall the exact 
words. 

COMMISSIONER FRANCIS: 
who the "they" was? 

Did he indicate 

THE WITNESS: No, he did not. 

COMMISSIONER FRANCIS: Can you give us 
a date for that conversation? 

THE WITNESS: I would assume it would 
be about the time or shortly before the 
appraisal was submitted to the 
authority, yes. 

·Our Appraisal is Going to be Higher" 

The next witness, Tax Assessor Robert Hand of Middle Township, 
where the Menhaden plant site was located, recalled an occasion 
when Osadchuk and a companion visited his tax office. This was in 
1980 when Osadchuk was preparing his appraisal of the property for 
the CMCMUA. Hand's testimony, in part: 

Q. Could you tell us what occurred when 
they visited your office? 

A. They asked me for, if they could use my 
records or take a copy of my records 
because they wanted to make an 
appraisal for the municipal authority, 
the MUA, and they wanted to use my 
records as to sizes and so on. 

Q. What did your records indicate as to 
the tax assessment of that property? 

A. The assessment at this time was 75,500 
for land, 483,200 for buildings, and a 
total of 500 -- 558,700. 

THE CHAIRMAN: What's the extent of the 
acreage you're talking about? 
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'rHE WITNESS: This was fer the 75.45 
acres that the Menhaden plant was 
setti,ng en. There was twO' ether 
parcels besid~s this. 

THE CHAIRMAN: Did yeu have appraisals 
fer these, twO' ethe,r parcels? 

THE WITNESS: Yes, I de. 

C.oMMISSI.oNER FRANCtS: Assessments. 

THE WITNESS: These are the appraisals 
new since the wetlands went in effect, 
which they are alsO' wetlands. .one ef 
them was appraised, the Bleck 15, Let 
26-1 was appraised at $500, and Bleck 
14,-3.8, Let 3" was appraised at $6200. 

BY MR., GEISL,ER: 

Q. Did these twO' 'individuals cemment en 
the value ef the appraisal that they 
were werking en? 

A. The enly thing they teld me was that 
they weuld have to' get the appraisal 
up. 

Q. 

Q. 

A. 

Q. 

A. 

Q. 

A., 

Did they tell yeu hew high they would 
have to' get it up? 

NO', they did net. 

Did they mentien a fig,ure ef a millien 
dollars to' y,eu? 

In that area", yes'. 

Is tha,t 

L,et's say 'this:' It,'s'nbt unusual fer a 
municipality to' pay 'rri6t-e than a indi
vidual er a, busi-nes's! would, but it's 
u,n.usual fer, them,!:0: pay this mu ch mere. 

Tha,t's t,wjjce, t,he:ta'lI'2Il5-ses'sed va'lue; is 
tha,t correct'?: " .. " , "," I ' ','TiT" .... " 
Right ; ii', 

COMMISSIONER DEL TUF.o: Hew did yeu get 
intO' this cenversatien abeut higher, 
the,y ha,d to', g:E'>tt~!et';(J;1p!r,risal higher? 



-131-

THE WIT),!!':SS: After they looked at my 
appraisal they said this is --

COHMISSIONER D8L TUFO: This is not 
acceptable or something to that effect? 

THE WITN8SS: Right. 

COMMISSIONER DEL TUFO: Can you giye us 
the dynamics or the conYersation, to 
the best of your recollection? 

THE WITNESS: Well, after they looked 
at the appraisal, they said, we, our 
appraisal is going to be higher. Can't 
you giye us some sales or something 
comparable to this? And there's 
nothing comparable in the township or 
in the county to this. And they made 
another appraisal in our municipality 
of vacant I and which they d idn' t 
comment on getting the price up on the 
vacant, on the other appraisal. But on 
this they did. 

Experts Condemn Osadchuk's Appraisal 

Two of New Jersey's most respected professional appraisers 
James V. Hyde, Jr., director of right-of-way for the 1()ew Jersey 
Transportation Department, and John J. Boylan, J.r., chief of the 
department's Bureau of Appraisals were asked to assess 
Osadchuk's work as CMCMUA' s appraiser in its fish plant property 
purchase. They attended the hearing. to report on their review, 
which was critical of Osadchuk' s qualifications and performance. 
Boylan, who conducted the review at Hyde's direction, was the 
primary witness. He said Osadchuk should have used a depreciation 
factor of. 72 per cent rather than 34 per cent, which "would have 
resulted in a very significantly lower value." He said Osadchuk's 
"income approach" assumption failed to assign tax, insurance, 
repair, reserve and other operating costs to the buyer, as well as 
the costs of any improvement loans and vacancv and credit losses. 

"If you took all of these i terns," Boylan said, "and deducted 
them from the potential income as reported in the appraisal, the 
resulting value conclusion would be drastically lower." In 
addition, he testified, Osadchuk's appraisal utilized a technique 
in which land value was added twice, "which appears to be Clouble 
compensation. II 

COMMISSION8R FRANCIS: That 
again, have the effect of 
inflating that appraisal value? 

MR. BOYLAN: Yes, it would. 

woulCl, 
greatly 

!J 
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Boylan said he also reviewed the RamagoSa contract to purchase 
the fish plant property for $750,bOO as well as the contract for 
the authority's purchase of the same property on the same day for 
$1.4 million. The testimony on this issue: 

Q. Were you provided with a contract with 
a lease for 780 acres and a contract to 
purchase that property? 

A. Yes, I was. 

Q. Did you review the deed and purchase 
contract from Gi Ihert Ramogosa to the 
MUA where the MUA purchased the 
property for $ 1 • 4 mill ion? 

A. Yes, sir. 

Q. Had the appraiser mentioned, or the 
appraisal mentioned, the existence of 
the purchase contract, would it have 
been significant? 

A. It would have raised the flag. If the 
entire property had sold or was under 
contract for sale for $750,000 at the 
time I was writing an appraisal and 
when I got done my report I came to a 
conClusion that twelve acres out of 780 
was worth a million four hundred 
thousand dollars, I would want to take 
an.other look. 

THE CHAIRMAN: Maybe two looks. 

MR. BOYLAN: Or two, yes. 

Authority Attorneys Testify 

John H. Mead, counsel 
called to testify about 
related to the authority's 
questioned first about the 

to the CMCMUA since its inception, was 
Os aclchtik' s appraisal and other events 
two major land deals in 1981. Mead was 
appraisal of the Menhaden plant site: 

Q. Were you in charge of the -- were you 
selected by tne MUl\. to negotiate the 
purchase of that property. 

A. Yes. 

Q. Did yoll 
appraisal? 

A. Yes. 

review Mi. Osadchuk's 
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Q. And how much was that appraisal for? 

A. That appraisal was for one million four 
hundred some-odd thousand dollars. 

Q. Did it concern you that that property 
had been purchased or was under 
contract for purchase for $750,000 and 
not just twelve acres but 780 acres? 

A. I read the appraisal thoroughly in view 
of that fact, yes. 

Q. Were you of the opinion that a second 
appraisal was required? 

A. I thought it was a decision that should 
be made by the authority members. 

Q. Did they decide not to have a second 
appraisal? 

A. That is correct. 

Q. And did they make that decision based 
on a recommendation from you? 

A. No. I think that I presented that 
option to them rather objectively. 

Q. Do you know why they didn't have, 
conduct a second appraisal? 

A. I think there were several reasons that 
were discussed at the time as to why 
they didn't have a second appraisal. 
One reason was that they were, they 
were satisfied with the Osadchuk 
appraisal. Another reason was that 
they were aware or made aware of 
another appraisal by Mr. Lamanna which 
seemed to support the Osadchuk 
appraisal, and it was an option they 
elected to proceed with. 

x X X 

Q. Did you tell them that you had seen a 
second appraisal of the Menhaden plant 
property that indicated the property 
was worth $1.9 million? 

A. Yes, the entire property, not the 
property being purchased. 
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Q. Would you be surprised if I told you 
that that is not an appraisal, that it 
is better termed a feasibility study? 

I would be surprised, yes, sir, because 
it is designated at the top "Apprais
al." It's designated, "Appraisal 
Vincent Lamanna" on the table of con
tents. It says, "Purpose of apprais
al." At one point here it says that 
it's made to determine fair market 
value even though it's for mortgage 
purposes. Yes, I realize it's a ques
tion of terminology or semantics, but I 
would be surprised if you told me this 
was a feasibility study and not an 
appraisal. 

Q. You have no expertise in appraisal of 
real estate, do you? 

A. None other than the normal attorney has 
who handles some real estate work, 
that's correct. 

Q. Prior to the purchase of the site by 
the MUA, had that site been approved 
for a sewage treatment plant by either 
the E.P.A. or D.E.P.? 

A. Not formally, sir. 

AlthougD he was the authority's counsel, 
"almost nothing to do" with the acquisition 
Racquet Club site. He did recall some of 
related to that site, as he testified: 

Mead claimed he had 
of the Cape Jersey 
the dollar figures 

Q. Regarding the same two pieces of 
property, did Mr. Osadchuk give an 
opinion of value of those two pieces of 
property of $93,OOO? 

A. I have -- I believe that he did at one 
time, but I have very little 
information on that subject. 

Q. Did Mr. Henry Hand submit an appraisal 
ot value of that property of 
approximatelY $407,0007 

A. Mr. Harry Hand did the main appraisal 
in that approximate amount, but I 
don't know the exact amount. 

Q. If I were to tell you "--
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I had almost 
acquisition. 
fact I was at 
discussed. 

nothing to do with that 
My involvement was the 

some meetings when it was 

Do you know for a fact 
purchased those two 
approximately $700,000? 

the author i ty 
lots for 

A. Approximately. 

Q. Do you know why when the authority's 
appraisal was for $400,000 it purchased 
the property for $700,000? 

A. No, sir. 

Q. Do you know why the authority did not 
begin condemnation proceedings against 
that property? 

A. No, sir. 

The CMCMUA's other lawyer, Anthony J. Fulginiti, was involved 
in the authority's acquisition of the Jersey Cape Racquet Club 
property. He was asked about Osadchuk's conflicting role in that 
deal: 

Q. Did it corne to your knowledge that an 
opinion of value of $93,000 had been 
given by Roman Osadchuk to the Cape May 
Municipal Utilities Authority for that 
property? 

A. No, it did not. 

Q. Did you 
appraisal 
Hand for 
$407,000? 

receive information 
had been conducted 
the MUA setting the 

that an 
by a Mr. 
value at 

A. Yes, I did. 

Q. Dur ing the 
appointed 
purchase of 

A. Yes, he was. 

course -- was Mr. Osadchuk 
as negotiator for the 
property by the MUA? 

Q. After· he was appointed as negotiator 
for the MUA, did he corne to you and 
advise you that he had been hired by 
one of the owners of the two pieces of 
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property to conduct an appraisal of 
those two pieces of property? 

A. What time are you talking? 

Q. After he was hired as negotiator for 
the MUA to purchase those two lots. 

A. I don't understand your question as to 
timing. 

Q. At any time did Mr. Roman Osadchuk 
advise you that he had been hired by 
one of the owners of the two lots 
adjacent to the Jersey Cape Racquet 
Club to conduct an appraisal for them? 

A. He advised me that he had performed an 
appraisal for one of the owners, and 
that's all he advised me. 

Q. And was this during the period he was 
acting as negotiator for the MUA? 

A. Yes, either 
period. I 
appraisal, 
negotiating 
not. 

then or it was in that time 
don't remember whether his 

not appraisal, his 
was done, but I believe 

Q. Did he speak to you because he felt 
there was a conflict of interest in his 
being employed by both sides? 

A. I have no idea why he spoke to me. 
was a gratuitous comment to make. 

It 

Q. What, if anything, did you say to him 
regarding that? 

A. That he should do something about it. 

Q. To your knowledge, did he continue to 
be negotiator for the Cape May 
Municipal Utilities Authority after 
that conversation you had with him? 

A. The best of my knowledge, yes. 

Q. Did you advise the members of the board 
of the Cape May Municipal Utilities 
Authority of your conversation with 
Mr. Osadchuk? 

A. No, I did not. 



-137-

Q. Did the authority subsequently purchase 
those two lots for $700,OOO? 

A. I believe that's the exact figure, yes. 

Q. Could you tell us how it came about 
that the authority did not condemn that 
property since it had an appraisal of 
$407,000 for those two lots? 

A. It was the authority's decision. 
recommendation was to condemn it. 

My 

CMCMUA Chairman's Recollections 

John Vinci, a member of the authority since its creation, 
served as its chairman at the time of the $1.4 million and $700,000 
land purchases. He was asked to recall certain events related to 
those actions that had been discussed in prior testimony. Excerpts 
from Vinci's testimony follows, first on the Menhaden plant site: 

Q. Did the authority purchase the property 
for $1.4 million? 

A. Yes, sir. 

Q. At any time did you receive any 
information that the individual who 
sold the property to the MUA had 
himself purchased a larger portion of 
property for $750,000? 

A. I read in the papers that 
had purchased seven or 
acres of lands for, 
$750,000. 

the purchaser 
some hundred 

I believe, 

Q. Did you read that before or after the 
authority purchased that property? 

A. I believe it was during the authority's 
consideration of the property. 

Q. Did that raise any red flag to you that 
the individual selling it to the 
authority purchased a larger portion 
for less money that the authority was 
paying for twelve acres? 

A. Not a great deal, sir. 

Q. Why didn't it raise any red flag to 
you? 
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A. Well, because, sir, it was represented 
to me by our solicitor, Mr. Mead, that 
the acreage that we were having 
appraised was only the good portion of 
the site, the usable portion; the 
twelve acres was the only land that was 
buildable and the 70 acres that we 
acquired would be used for a buffer, 
and the remaining wetlands were 
worthless. 

Q. Are you testifying that by excising 
these twelve acres from 780 acres the 
price increases from $750 -- $750,000 
to $1.4 million? 

A. I believe I said, sir, that, in keeping 
with the conversation that I had with 
Solicitor Mead, and that was that we 
had appraised the portion of the site 
that was usable, bu ildable, twel ve 
acres, and that the 70 some-odd acres 
we were going to obtain bes ides that 
were to be used for buffers, and the 
remaining portion was wetlands, which 
would have no value and probably cause 
us trouble by trying to maintain 
ownership. 

Q. Did the authority board members select 
Mr. Osadchuk to conduct the appraisal? 

A. Yes, we did. 

Q. Based on Mr. Osadchuk's appraisal, did 
the authority board members vote to 
purchase •.• the Menhaden plant site, for 
$1.4 million? 

A. We voted to purchase the site based on 
negotiated fee that Solicitor Mead had 
brought back to the authority. 

Q. Did you place total reI iance on Mr. 
Mead? 

A. I placed a great deal of reliance and 
credibility into what Mr. Mead brought 
back to the authority. I always did. 
I think John Mead is a man of great 
stature and understanding. He's a 
compassionate individual. 

Q. Did Mr. Mead vote on the selection of 
Mr. Osadchuk? 
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A. I don't believe Mr. Mead voted. he 
represented to us that Mr. Osadchuk was 
available to do the appraisal. I think 
we entrusted and delegated Mr. Mead and 
the Solicitor Fulginiti certain areas 
in which they were responsible for 
handling on behalf of the project. I 
think one of those were to obtain 
appraisers for the authority. 

Q. Would you be surprised 
that Mr. Mead doesn't 
Osadchuk was selected? 

if I told you 
know how Mr. 

A. To a great degree, I certainly would, 
yes. 

Vinci also testified about the value fluctuations on the 
Jersey Cape Racquet Club site: 

Q. Did the authority purchase it for 
$700,000? 

A. Yes, sir, we did. 

Q. Prior to purchasing it for $700,000, 
did the authority hire Mr. Osadchuk to 
give an opinion of value of $93,000 for 
those two lots, and did he give a valUe 
of $93,000? 

A. I believe that Mr. Osadchuk rendered a 
letter of opinion to us. This was done 
in the sequence of the following: 
Initially, when we went into site 
selection activity, we used municipal 
assessments and we were criticized for 
not having more reflective land 
figures. So what we ·thought was, at 
least, this was represented to me, I 
think Solicitor Fulginiti indicated 
that we should have, when you have 
numerous sites involved, an opinion 
from a qualified real estate appraiser 
as to what a fair value would be in 
their opinion without going into an 
in-depth appraisal, and I believe to 
that extent Mr. Osadchuk did render a 
letter of opinion. It was not a 
detailed letter. It was done, as a 
matter of fact, in a very short time, 
and subsequent to that Mr. Hand did a 
more detailed appraisal on the 
property. 



-140-

Q. And was his appraisal for $407,000? 

A. I b~lieve it was, sir. 

Q. And did Mr. Osadchuk report to the 
authority that he believed that a fair 
price for the property would be 
$480,000? 

A. 

Q. 

I do not recall 
well be, bu t 
sp~cifics. 

that, sir. 
I don't 

It may very 
recall the 

And the 
property 
correct? 

authority purchased that 
that for $700,000. Is 

A. Yes. 

Q. When Mr. Osadchuk advised you or 
advised the authority that he thought 
the value was $480,000. did he also 
advise you that he had been hired by 
one of the owners of those two lots to 
conduct an appraisal for them at that 
very same time? 

A. No, he didn't advise me, sir. 

Q. Did anyone question Mr. Osadchuk as to 
how he changed his opinion of the value 
of that property from $93,000 to 
$480,000? 

A. Sir, I think I tried to explain to you 
in my previous ansv;er in response to 
your question that we asked, and I 
think it's fair to say, in a very 
unique fashion to have a letter of 
opinion without th~ benefit of detailed 
information, give us a letter opinion. 

I also know that, in speaking to our 
solici tor, and I don't know whether I 
discussed this with Mr. Osadchuk or 
not, that he was using a per acreage 
residential value rather than 
commercial value, and you could have a 
difference there of four or five times 
th~ valu~ per acre. 

THE CHAIRMAN: What was the detailed 
information he used for the 480 figure 
that he had not used for the 92,000 
figure? 
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THE WITNESS: Si r, very simply, as I 
said before, the letter of opinion was 
something that was done in a matter of 
days. I cannot answer accurately what 
Mr. Osadchuk used to render the letter 
of opinion or what he used to render 
the detailed appraisal, but I'm sure 

THE CHAIRMAN: You have no idea? 

THE WITNESS: I'm 
necessary work to 
appraisal. 

sure he did the 
do an in-depth 

THE CHAIRMAN: 
that? 

What makes you sure of 

THE WITNESS: Well, by virtue of the 
voluminous appraisal that he delivered. 

BY MR. GEISLER: 

Q. Could you tell us how the authority 
justified purchasing that property that 
it had an appraisal for of $407,000 for 
$700,000? 

A. The justification, in my opinion, was 
that during the negotiations Mr. 
Osadchuk represented to the sellers the 
authority was offering the appraised 
value and be come back to the authority 
and indicated that there was no 
movement, and that we had a decision to 
make; either to go to condemnation or 
to negotiate. 

Q. Was there 
authority 
property? 

anything preventing the 
from condemning that 

A. To the best of my knowledge, no sir. 

THE CHAIRMAN: Did anybody in your 
authority or on your advisers ever 
conceive of the possibility of hiring a 
second appraiser, well qualified 
appraiser? Did it ever occur to you? 

THE WITNESS: Sir, I can only 

THE CHAIRMAN: 
public money. 

Putting out all this 
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THE WITNESS: Sir, I can only testify 
in this instance, when we discussed the 
Menhaden site, as I so discussed 
earlier, I believe I represented to the 
authority, and I have a press release 
which I showed you on my last visit 
here, indicating that I advanced the 
idea of a second appraisal, and 

THE CHAIRMAN: Who rejected it? 

THE WITNESS: It was not rejected per 
se. If you recall 

THE CHAIRMAN: Was it ignored? 

THE WITNESS: Pardon? 

THE CHAIRMAN: Was it ignored? 

THE WITNESS: It was not ignored. It 
was certainly considered. 

THE CHAIRMAN: By whom? 

THE WITNESS: By all of us. 

THE CHAIRMAN: And it was turned down? 

THE WITNESS: Not turned down. I think 
the chain of events that unfolded, as I 
pointed out to you on my previous 
visit, those being the appraisal that 
was brought to my attention by Mr. 
Corson of Corson Real Estate and 
subsequently the information that I 
gave to the authority of that 
appraiser, appraisal being done on 
behalf of a client who was going to 
purchase that property in the amount of 
$1.9 million, I think that the second· 
appraisal did surface at that point, 
sir. 

THE CHAIRMAN: You knew very well the 
1.9 contemplated a tremendous 
development? 

THE WITNESS: No, sir, I did not. 

THE CHAIRMAN: Well, you should have. 

THE WITNESS: I 
occasion to review 
$1.9 million. 

--------------

did 
that 

not have 
appraisal 

the 
of 



-143-

THE CHAIRMAN: Well, why did you accept 
it? 

THE WITNESS: I accepted it because our 
solicitor was privileged the 
opportunity to see that appraisal, and 
it was done by the only M.A.!. in the 
county, Mr. Vincent Lamanna. In my 
opinion, Mr. Lamanna's credibility 
stood high. 

The Commission questioned Vinci on the failure of the 
authority members, and particularly the chairman, to assume more 
responsibility for the authority's actions: 

COMMISSIONER DEL TUFO: You don't feel 
your responsibility as chairman of that 
authority was to inquire into the facts 
and circumstances of the value of the 
property and the publ ic money that's 
wi thin . your charge to expend to buy 
this property, you didn't think you had 
to do that yourself or that the 
authority members should do it? 

THE WITNESS: Sir, I believe that I 
exercised the best judgment to the best 
extent I personally could have. 

COMMISSIONER DEL TUFO: You know Mr. 
Ramagosa, don't you? 

THE WITNESS: No, sir, I ~on't. 

COMMISSIONER DEL TUFO: You don't know 
Mr. Ramagosa? 

THE WITNESS: No, sir. I have never 
met Mr. Ramagosa, as I so stated 
before, and I believe the only member 
of the authority that knows Mr. 
Ramagosa, and he so testified, was Mr. 
Gillian, who indicated he was in 
business with him and that happened 
after the purchase. Had I known that 
prior to that, I certainly would have 
make that public. 

BY MR. GEISLER: 

Q. Did you or any other authority member 
request of Mr. Osadchuk that he corne in 
with a high appraisal? 
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A. Absolutely not. 

Q. DO you know of any 
Osa.dchuk would attempt 
a high appraisal? 

A. Absolutely not". 

·Politics OVer Merit" 

reason why Mr. 
to come in with 

Introducing the next episode, Commissioner Henry S. Patterson, 
II, recalled that "the selection of authority members and staff 
executives on the basis of partisan politics rather than proven 
merit was among the SCI's investigative findings." One example of 
such findings was the political maneuvering at the Franklin 
Township Se\~erage Authority which ena.bled Albert Koszkulics to 
switch from chairman to executive director of the authority. 
Kbszkulics was a Republican leader in Franklin when he was 
appointed as one of the five authority commissioners in 1975, at a 
time when the. GOP was in control of the township. He became 
chairman of the authority a year later and subsequently began a 
vendetta aga,inst the incumbent executive director which enabled him 
to usurp that job in January, 1979. (Koszkulics resigned as 
executive director of the Franklin Township Sewerage Authority in 
August, 1982.) 

Political Self-·Promotion 

The circums.tances of Albert Koszkulics' s self-promoted 
transition from authority chairman to executive director were 
described by Dorothy Marold, the authority's administrative 
assistant, un.der questioning by SCI counsel Michael V. Coppola. In 
addition to recording. authority receipts and disbursements, 
investing all funds and handling personnel records, she also 
prepared the agenda for and kept the minutes of all authority 
meetings. A.t the outset of her tes.timony, in connection with 
Koszkulics's appointment as an authority commissioner, she 
emphasized that in her tow.nship such appointments "are made by the 
political party that's in power a,t the time.'" 

Koszkulics's Predecessor 

Lawrence M. Gerber serve.d as 
Fra,nklin Township Sewer Authority, for 
replaced him. Since Mrs. Marold's 
dire.ctly to c.he execut.ive direct.o.r, 
opinion of Gerber's capabilities: 

executive director of the 
eight years before Koszkulics 
job required her to report 

the Commission sought her 

Q. During the eight years was he involved 
i.n the day-to-day operations of the 
authority? 

A. He took an act i ve part. He' 
participated and went out on the. 
different various construction sites 
and handled all the affairs of the 
a,u thor i ty • 
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Q. Was he interested in how the whole 
operation worked, including the sewers, 
the office, everything that went on in 
that authority? 

A. Yes, that's correct. 

Q. What is your opinion as to his 
qualifications and competency when he 
was the executive director? 

A. I think he was well qualified and 
competent. 

Gerber's Pay Frozen 

The move to force Gerber to resign so Koszkulics could replace 
him began in the Spring of 1978. Mrs. Marold testified: 

Q. All right. Now, directing your 
attention to April 12th, 1978, did the 
commissioners freeze the salary of Mr. 
Gerber? 

A. That's correct. 

Q. I now show you what has been marked 
C-70. Do you recognize C-70 as your 
handwri ting and notes of the meeting 
that took place on April 12, '78? 

A. That's correct. 

Q. Now, do those notes show and at that 
meeting was Mr. Gerber's salary frozen? 

A. Yes, that's the meeting. 

Q. Did Mr. Koszkulics, as chairman, chair 
that particular meeting? 

A. That's correct • 

. Q. And was the position of executive 
director, the salary range frozen at a 
level of 17 to 25,000? 

A. That's correct. 

Q. And was Gerber making 25,600 at that 
particular time? 

A. That is correct. 
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\ 

Q. Directing your g.ttention to OecembeJ;" 6, 
1978, did an agenda meeting t~ke plg.ce? 

A. I believe so. 

Q. All right. On that date -~ I show yo~ 
C-71. 00 You recognize what C-71 is? 

A. Yes. 

Q. Is that your handwrit ing 
what took plg.ce g.t th.e 
meeting? 

A. That is correct. 

reflecting 
[)ecember 6 

Q. During that meeting 
express his intention 
December 31st, 1978? 

did Mr. Gerber 
to resign as of 

A. That is corJ;"ect. 

Q. Was Mr. Koszkulics present at that 
meeting? 

A. Yes, I believe he wg.s. Yes. 

Q. All right. 00 yo\.! know why Mr. Gerber 
did, in fact, resign? 

A. I believe he was upset that they h(;jd 
frozen his salary. He felt thg.t he, 
you know, earned or should have gotten 
g. incre.,;ise in sg.lary. They als9, I 
think, had found fault with some of the 
matters thg.t he had handled. 

Q. All right. Is it your opinion that the 
sg.lary was frozen beca\.!se they wanted 
to get him out of the position? 

A. I would say so. 

Gerber prepared a classified advertis.ement that ran in the 
Newark Star-Ledger g.nd the /IIew YOJ;"k 'rimes, advertising the 
impending executive director vg.cg.nqy. As g. resul,t, a "stack of 
resumes" was received in the mg.il from applicg.nts for Gerber's job. 
Mrs. Marold gave the resumes to the a\.!thority's personnel 
committee. However, she testified, the g.\.!thority ignored the job 
applications: 

Q. To your knoWledg,e, did any of the 
commissloners reVlew those res\.!me$ at 
any time, or interview g.nybody thg.t wg.s 
listed on those resumes at any time? 
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A. Not to my knowledge that I saw. 

Q. All right. And you were present at all 
the meetings? 

A. Yes, that's right. 

Koszkulics Finally Gets Job 

Mrs. Marold next testified that the authority quickly hired 
Koszkulics as executive director after pretending that it had 
considered all the mailed-in applications for the job. The 
authority also lied about the length of time it had spent on 
Koszkulics's appointment after a public protest over its action. 
Mrs. Marold's testimony: 

Q. Did Koszkulics resign as chairman and 
as a commissioner as of January 2nd, 
1979? 

A. That is correct. 

Q. Was there a meeting of the commis
sioners on January 3rd, 1979? 

A. That is correct. 

Q. I now 
C-77 • 
minutes 
meeting, 

show you what's 
Do you recognize 
of the January 
1979 meeting? 

A. That is correct. 

been 
it 

3rd 

marked 
as the 
agenda 

Q. At that meeting did the commissioners 
recommend that a particular individual 
be appointed as executive director? 

A. Yes. 

Q. Who did they recommend? 

A. Mr. Koszkulics. 

Q. Now, I am going to read some language 
to you at the bottom of Page 1 of 
C- 77. Th is is langll age that you I~rote 
down spoken by Mr. King. "At this time 
Mr. King said that the personnel 
committee received nine resumes and 
reviewed each one. He personally 
delivered to each commissioner copies 
of the resumes; after reviewing all 
resumes, all applications, realized he 
overlooked a person with the mOEt 
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experience, Past Chairman Albert 
Koszkulics, recommended that Albert 
Koszkulics as executive director and 
the board members agreed, felt he knew 
the township." 

Now, did they, in fact, review any 
resumes at that meeting? 

A. Not in my presence. 

Q. How much time was spent discussing the 
position of executive director at that 
meeting, January 3rd. 1979? 
Approximately twenty minutes; would 
that be fair to say? 

A. I would say. 

Q. What time did that meeting end, by the 
way? 10:54? 

A. 10:54. 

Q. Dio there corne a time after the January 
3rd meeting that the commissioners made 
a statement indicating that the January 
3rd meeting had ended at 1: 30 in the 
morning? 

A. Yes, at the regular meeting of January 
8th. 

Q. Was Koszkulics present at that January 
8th meeting? 

A. Yes, he was. 

Q. Was that, in f act, the time that the 
January 3rd meeting had ended, 1: 3·0 in 
the morning? 

A. No, it ended at 10:54. 

.Q. Did they say it ended at 1:30 
response to criticism concerning 
appointment oiAlbertKosZkulics? 

'Ao Yes. 

in 
the 

Q. Did they tell the people at that 
meeting that it ended at 1:30 and they 
spent a great deal of time discussing 
the appointment of Albert Koszkulics? 
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A. That is correct. 

Q. That wasn't true, was it? 

A. No. 

Q. In fact, the meeting ended at 10:54? 

A. That is correct. 

Q. And that's reflected in your minutes? 

A. ~hat is correct. 

Pay Freeze Melts 

Although Koszkulics's initial employment contract authorized a 
salary of $23,000, or $2,000 less than the salary freeze imposed on 
Gerber, the new executive director was granted around-the-clock use 
of an automobile. In addition, a year later, the authority raised 
his salary by $6,500 under a new contract whose generous terms set 
off another public protest. Mrs. Marold testified on these issues:" 

Q. Now, I hand you what's been marked 
C-83. It is a contract, January, '80, 
between Koszkulics and the sewerage 
authority. Did they increase his 
salary to S29,500? 

A. That is correct. 

Q. He got an increase of approximately 
S6000 between '79 and January, '80? 

A. 6500. 

"Q. Okay. Was there any explanation given 
regarding the salary freeze that" thev 
had previously instituted on the 
position while Koszkulics was the 
chairman? 

A. No. 

Q. The terms 
way into 
correct? 

of 
the 

that contract found its 
newspaper; isn't that 

A. That is correct. 

Q. And, also, in that January, '80, 
contract he was given an automatic 
increase of ten percent per year? 

A. That is correct. 
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Q. For a period of five years? 

A. That is correct. 

Q. And 
able 
car, 
said 

the contract states that he was 
to use a car, a sewerage authority 
for personal use? It actually 

that? 

A. That is correct. 

Q. 

A. 

And once it made it into 
newspapers, did the commission 
anything with respect to the 
percent automatic increase and the 
of the car for personal use? 

the 
do 

ten 
use 

Yes. Mr. 
letter and 
the public, 

Koszkulics had written a 
due to a lot of pressure, 
from the public. 

Q. The letter came after the newspaper 
articles? 

A. Right. 

Q. And they gave him a new contract? 

A. Yes. 

Q. And they took out the ten percent? 

A. The follow ing month, and they took out 
the ten percent, right. 

THE CHAIRMAN: 
contract? 

What figure is the new 

THE WITNESS: There was no figure 
inserted. It just said that each year 
he would have the privilege to 
negotiate a new salary or an increase 
in salary. 

:BY MR. COPPOLA: 

Q. Isn't it true the salary 
remained the same, they took 
automatic ten perce·nt increase 
time? 

A. That is correct. 

29,500 
out the 
at that 

Q. And right now he's earning$.33,500? 
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A. That is correct. 

Expense Vouchers Questioned 

Public clamor over the terms of Koszkulics' s employment as 
executive director extended to authority expense accounts, as Mrs. 
Marold testified: 

Q. Now, were there also complaints sub
mitted by the public regarding expense 
voucher submissions by members of the 
authority and the commissioners? 

A. Yes. 

Q. After the complaint carne in, was there 
a change in the manner in ~lhich 
vouchers were submitted, that is, the 
amount of the vouchers that were 
submitted? 

A. Yes. 

Q. What was the change? 

A. They were much lower and there were 
very few corning in, expense vouchers. 

Q. Okay. Specifically with respect to 
Mr. Koszkulics, did he at one time get 
reimbursement for a lunch where he 
claimed the expenditure as cementing 
Polish relations? 

.A. Th~t isc9rr~ct, 

Q. Was there a clamor raised about that 
reimbursement to him? 

A. Yes, there was. 

Q. And after the outrage in the newspaper, 
did Mr. Koszkulics then forward the 
money back to the authority? 

A. That is correct. 

The Commission asked Mrs. Marold to compare Koszkulics's 
performance with Gerber's in the executive director's post: 

Q. What can you tell us about his work 
habits as compared with Gerber's? 

A. As compared to Gerber's, 
participated, like I say, 
different aspects. 

Mr. Gerber 
in all the 
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Q. Oid Mr. Kos.kulics? 

Jt>.. No, no. 

Q. ls it fair to S<lY h~ worked· on the 
iilverage of 25 hours iil week? 

Jl). Yes. 

Q. Kos,kulics that is. 

A. Yes. 

Q. Is it also fair to say that, when he 
w<lsn't in your office, he would tell 
you that you could reach him at home? 

A. At times. 

Q. Now, did you have 
during that year, 
JiilnUarY '80? 

additional work 
January, '79 to 

A. Basically, investing of th~ funds. 

Q. And Mr. Koszkulics told you to do that? 

A. 

Q. 

I just assumed. They never 
qSk~d <lbout it. 

he never 

When Mr. G.erb~r was executive director, 
isn't it true Mr. Gerber <lotua11y 
inve .. ted funds? 

A. Ri,ght. 

Q. Now,. is Mr. Koszkulics supposed to 
suPervise you? 

Q.. Ooe .. he supervise you? 

A. No, not really. 

Q. B<I.Sced on. the work that he does, is he 
nee<J:ed at the autho,dty? 

A.. E,et' s put it this way: j'l'e operated! a 
fu,J; l year wi troou,t an e,xeout i ve d:irector 
at. one time. 
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"I Don't Need to do Anything-

G. Joseph LanCsak, veteran field supervisor at the Franklin 
Township Sewerage Author i ty, was the next witness. He also was 
asked to compare Koszkulics' s performance as executive director 
with Gerber's. At one point he testified that Koszkulics told him 
as long as Lancsak was on the job, "I don't need to do anything." 
Lancsak's testimony initially concerned his relationship with 
Gerber: 

Q. Is the field supervisor supposed to 
work closely with the executive 
director on the day-to-day operations 
of the authority? 

A. Yes. 

Q. What kind of working relationship did 
you have? Was it good or bad? 

A. Very good. 

Q. When you say, "Very good," could you 
tell us how he became involved in the 
operation of the authority and with you 
in your position? 

A. 

Q. 

Mr. 
all 
and 
had 

Gerber got very much involved in 
phases and operations, funct ions, 
building, field work, whatever. He 
-- very knowledgeable. 

Did he have an understanding of the 
operational and technical aspects of 
the collection of sewage in Franklin 
Township and the way your system 
operated? 

A. Very much so. 

Q. In December, '78, isn't it true that 
Mr. Gerber left the authority? 

A. Yes, sir. 

Q. Do you know why he left? I'll rephrase 
the question. Did politics have 
anything to do with him leaving the 
job? 

A. I would say, yes. 

Q. Isn't it true that the commissioners 
froze his salary? 

A. Yes, sir. 

x X X 
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Q. Now, did there come a time when Mr. 
KO!;lzj{u1ics repl,aced Mr. Gerber as the 
executive director? 

11;.. Yes, sir. 

11;.. I b,elieve it was January 

Q. Did you know Mr. Koszkulics? 

11;.. Most of my life. 

Q. He was a commissioner since 1975; is 
that correct? 

A. Yes, sir. 

Q. 

x X X 

N.ow, after he 
director, did 
conversation with 
his job easier? 

A" Yes,. sir. 

became 
he ever 
you about 

Q. What did he say to you? 

executive. 
have a 

you making 

11;., He came to my offi.ce and :I: wanted to 
show him the functions,. just what we 
do, and, he saJd, "Joe," he !;lays, 
"yoq've, been here a liong, time, I' don't 
n.eed to do anything. Y'ou,'re not going, 
to·. be ret iring, o,r l.eC\,,vi,ng., u, He s,ays, 
"1.'·11, alwa,ys, havE\ you h,ere.n • 

Q. 

1\:,.. Y,es, s.i r • 

Q:. D.o, you re.member w,ha,;t; h.e t.oJ.'.d you? 

h.. He told m.e h.e's; v,ery, i,nfluentia,l and 
t.ha·.t he, had cpnt;;tIol o,f some· boa.rd 
member'!;l' and; he"d; g;e;t. wh'at; he, w.anted •. 

Q.'" W,a.s it your unders,t;and;ing that board 
m.embers were' the member.s of the, 
s.ewerage authority?' 
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A. I assumed so. 

Q. Is Koszkulics supposed to supervise 
your activities? 

A. Yes, sir. 

Q. Does he? 

A. Very little. 

x X X 

Q. Now, since he took over, have your re
sponsibilities increased or decreased? 

A. Increased. 

Q. Is the increase due to new work or are 
you doing someone else's work? 

A. I would say doing someone else's work. 

Q. Whose work are you doing? 

A. I would say, the executive director. 

Q. And the executive director is Mr. 
Koszkulics? 

A. Yes, sir. 

Q. All right. 
doing? 

What work of his are you 

A. I get the planning and zoning prints 
and whatnot and make an evaluation of 
them, whether there's sewer accessi
bility or whether it goes to engineer
ing. I make a report on it and I've 
given it to him and he would, in turn, 
look it over and put it in his words 
and give it back to the board. 

Q. Okay. When Mr. Gerber was the execu
tive director, did he do that work? 

A. Yes, sir. 

Q. Now, during your coffee-break discus
sions or at any other time does Mr. 
Koszkulics indicate to you that he 
understands what's going on at the 
sewerge authority? Is he knowledgeable 
or isn't he knowledgeable? 
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A. I would say not very knowledgeable. 

Q. Mr. Michael King. He's a commissioner? 

A. Yes, sir. 

Q. If I were to t.ell you that he gave Mr. 
Koszkulics the credit or the praise for 
keeping the sewer rate at $85 a year, 
would that be a fair statement, that 
Mr. Koszkulics is responsible for keep
ing that rate at $85. 

A. In my opinion, no. 

Q. Why not? 

A. Mr. Gerber, our engineers, projected 
this system years back, and from my 
knowledge the rate of developments and 
whatnot come, and they're coming into 
the to~nship, are projected up till 
1982j and there is very little new 
stuff coming in. 

Q. So, Mr. Koszkulics had nothing to do 
with setting the rate at $85? 

A. I would say, no. 

Q. The rate was set years ago? 

A. Yes, sir. 

Q. Mr. Koszkul ics has claimed before the 
State COmmission of Investigat ion that 
the work of the author i ty merely 
involves pipe sizes·, designing pumping 
stages, mea'sllrement, all of which he 
claims were elementary to him. Did he 
ever demonst·ra'te.. 'to you that he 
actually comprehen~ed the operation of 
the sewerage authority? 

A. No, sir. 

Q. po you have any examples that you could 
give us that would demonstrate his lack 
of understanding of engineering 
principles? Would ·i't refresh your 
recollection to Speak of p.s. 1. guages? 
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A. Yes. Over the past three and a half 
years he's been there, he had us 
install p.s.i. guages in our lift 
stations. 

Q. Did you tell him prior to the time that 
they were installed that they were a 
waste of money? 

A. 

Q. 

His explanation what benefit 
serve and whatnot, I 
understand it. I did say 
waste of money. 

they would 
couldn't 

it was a 

All right. What they do is measure 
flow of pressure on the intake 
outtake valves of the pump station? 

the 
and 

A. Yes, sir. 

Q. Do you keep a chart of the readings 
that you get from the valve, the intake 
value? Do you recognize that? 

A. Yes, sir. 

Q. Does the 
measurements 
zero? 

chart 
for the 

indicate the 
intake valve are 

A. They all indicate zero on this chart. 

Q. Is that because you always get a 
reading of zero on the intake valve and 
you don't need to find out how much 
pressure is going in there? 

A. Yes, sir. On intake we got no readings 
whatsoever. 

Q. You told him that prior to the time he 
had those valves put on there or the 
gauges put on there? 

A. I told him I didn't think it would 
work. 

Q. And you get a reading of zero all the 
time? 

A. Yes, sir. 

Q. Mr. Koszkulics claims he supervises the 
whole activity of the operation. Does 
he supervise you? 

A. No, sir. 



,. 

-158-

Self-Promoter Testifies 

Koszkulics, the next witness, gave his version of the events 
which led to his replacement of Gerber as the Franklin Township 
Sewerage Authority's executive director. His political background 
was one topic of his testimony: 

Q. Were you active politically at the time 
you became commissioner? 

A. Yes, I was. 

Q. And in what fields, in what activities? 

A. Well, I had been a committeeman in the 
district and I had been president of 
the Franklin Township Republican 
Organization as well. 

Q. What party was in control at the time 
you became a commissioner? 

A. At the time I became a commissioner it 
had to be the Republican Party of which 
I was a member. 

Q. Why do you think it had to be the 
Republican Party? 

A. I'm sure I wouldn't have been appointed 
otherwise. 

Koszkulics also was asked about the lid that the authority 
placed on Gerber's salary: 

Q. There has been testimony that the 
executive director salary was frozen in 
1978. Is it not true that the 
personnel committee of the authority 
made that recommendation to the 
commission and that you were chairman 
of the authority at the time the 
recommendation came in? 

A. I migh t question wi th respect to the 
word "frozen" as we did not establish 
that fact by reso~~cion. 

Q. Isn't it true that the salary was given 
a range from 17,000 to 25,000 as 
reflected in the agenda minutes taken 
by your administrative assistant, 
Dorothy Marold? 
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A. Number one is the reason for that was 
that is the highest post in the town, 
and recognized as such even today is 
that of the townsh ip manager who 
supervises approximately 200 people. I 
may be off a bit, and the reason he was 
told and advised that he was 
represented by counsel at the time, I 
may add, that the authority was not 
inclined, after due deliberation, to 
grant a raise which was substantially 
higher than that of the township 
manager. Of course, we were already, 
let's say, talked to or had been 
suggested that we do not permit a 
situation of that sort to occur. 

Q. So 25,000 was a cap in 
township manager salary; 
you're telling us? 

view of the 
is that what 

A. Which was essentially correct. 

Q. What was the township manager's salary? 

A. At the time I don't know, but it was 
less than Mr. Gerber. 

Q. Isn't it true that that salary range 
was set in order to get Mr. Gerber out 
of the position? 

A. Not true, sir. 

Q. Was it felt at that time that that is 
what that job was worth, $25,000? 

A. I cannot honestly make that judgment 
because a job is worth, is dictated by 
many factors, the times, the value of 
the job. We felt that he will progress 
in his position, that is the director 
at that time, but not beyond that of 
the manager at the time because the 
public was somewhat sensitive to issues 
already at that time. 

Q. They were sensitive to salary issues at 
that time? 

A. It was not a permanent freeze, I would 
1 ike to make that clear. There was no 
such resolution adopted. 
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Koszkllllics said Gerber's resignation carne as a 
that he was not particularly sorry about it. 
continued: 

"surprise" but 
His testimony 

Q. When did you become aware that Mr. 
Gerber was going to resign? 

A. If I recall, sir, it carne rather as a 
surprise, because we did not ask for 
his resignation. He had a work 
agreement which extended five years and 
I believe he had three-and-a-half years 
exhausted of that time? 

Q. When did you become aware that he was 
going to resign? 

A. I don't remember the exact 
believe December prior 
appointment. 

date, but I 
to my own 

Q. Would it be December 6 at the agenda 
meeting? 

A. That is when he presented his 
resignation, it wasn't a meeting that I 
can recall, yes. 

x X X 

Q. On December 6, Mr. Gerber told you and 
other members that he was going to 
resign effective December 31; is that 
correct, 1978? 

A. That would be correct, sir. 

Q. Did you find the position of chairman 
of the authority challanging? 

A. Well, I sort of liked the idea, I mean, 
as I recall. 

Q. Did you enjoy the position as chairman? 

A. I did enjoy it, yes, I did. 

Q. Were you sorry to see Mr. Gerber leave? 

A. I'm under oath, not particularly. 

Q. Did you have aspirations for his job? 

A. Never. 

Q. Never? 
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Q. You resiqned 
chairman as of 
that correct? 
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from the position of 
January 2nd, 1979; isn't 

A. That is correc·t. 

Q. That was prior to the appointment of an 
executive director to succeed Mr. 
Gerber; isn't that correct? 

A. That is correct. 

o. Between December 6 the time he told you 
he was going to resign and January 2, 
1979, did you have any discussions with 
other members of the authority 
regarding you getting the job of 
executive director? 

A. Initially, not because I was not per
sonally interested in it, I did not 
seek it. In fact, it was my recommen
dation that we advertise, for the first 
time incidentally, for a director. It 
was never done before that time. 

Although he claimed responsibility for advertising for 
Gerber's replacement as executive director, Koszkulics said he 
never reviewed any of the applications that resulted from the 
advertisement. He explained that in the meantime other members of 
the authority had "prevailed upon me to consider the job myself." 
Further excerpts from his testimony follow: 

Q. When did they prevail upon you to 
accept the job of executive director? 

A. It had to be very close to the day of 
my resignation. 

Q. January 2. 1979? 

A. I'm not sure, but very close to the day 
of my resignation. 

Q. Now, you know that they discussed the 
appointment of a new executive director 
at their January 3 meeting and you're 
telling us now that they talked to you 
about the position, they tried to 
prevail upon you prior to the meeting 
selecting somebody. 
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A. Again, they may have mentioned this to 
me, but I don't fully understand that 
question, sir. 

Q. All right, the question is this: Prior 
to January 2, 1979 the date that you 
resigned as chairman, did you discuss 
your appointment as executive director 
with the other commissioners or anyone 
on behalf of the commissioners? 

A. I'd have to say that might have been 
discussed, but as I say "I refused the 
appointment on several occasions. I 
wasn't interested. 

Q. You may have refused, but you did have 
discussions; is that true? 

A. W~ had a few discussions with the 
personnel committee. 

x X X 

Q. Who did •.. prevail upon you? 

A. Well, again, this calls for a slight 
explanation. Number one is the 
authority was almost comprised entirely 
of new members, five commissioners, I 
was the oldest one in terms of service 
and I was the only one intimately 
familiar with every frame of the :iob at 
the time because I lived through desig
nation, through debt, unfortunately or 
through res ignations. The commi s
sioners were all new and frankly, and I 
must say it with some modesty, that 
they felt that I should stay on or 
because I was familiar with the jobs, 
the applications and the current 
business of the authority, and in that 
situation ultimately it made everv 
sense. 

Q. 'rhey appointed you or recommended that 
you be appointed on January 3, '79 at 
an agenda meeting; is that true? 

A. Si r, this is not embedded in my memory 
bank exactly when it was recommended. 
'J:'hey prevailed upon me, yes, to accept 
the job. 

Q. Did you submit a resume? 

A. Yes, I did. 
believe. 

First one to do so, I 
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Q. When did you submit the resume? 

A. Dh, must have been few days before my 
appointment, I suppose. I submitted a 
similar one to the town because I 
almost became town manager myself. 

Q. Do you remember? 

A. When? Have to be in January, sir, I 
don't remember exactly what date. 

Q. After you resigned as chairman? 

A. After I had indicated that I might 
consider, yes. I hope you don't hold 
me to any moment. I do say I g ave a 
resume and I don't know exactly what 
day I gave it to them. 

Q. Well, I show you what's been marked 
C-79; is that a copy of the resume that 
you submitted? 

A. Yes, it seems to be, yes, sir. 

Q. And on the second page you indicate 
that you had resigned as chairman as of 
January 2, 1979 on your resume? 

A. I said somet ime in January, I wasn' t 
sure, but if it says so, it says so. 

Q. It's your resume. 

A. Yes, it is my resume. 

Koszkulics was also questioned about his $6,500 salary 
increase and other contractual benefits: 

Q. Now, you were hired at a salary of 
23,000? 

A. Yes, sir. 

Q. A year later you were given an increase 
to 29,500. What happened to the salary 
freeze or the salary scale? 

A. What happened, number one, is I 
accepted the job for 3000 or 3500 less 
than my predecessor, and we had an 
agreement, more or less, that we'll 
discuss it in six months, and I did not 
press that issue. 
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We discussed it another year, and I 
should point out at this time, for the 
benefit of this Commission, that I 
offered my resignation to the Township, 
a signed resignation -- if I do not fit 
the bill, ask for my resignation, I'll 
say good day to you in grace and 
depart. 

They haven't done that in three-and-a
half years. 

x X X 

Q. So in one year you were given a salary 
increase of over $6,000? 

A. I believe so. 

Q. 

A. 

With an automatic increase of 
percent per year and use of a car 
your personal use for 24 hours? 

I can't accept your terminology 
personal car. It was used entirely 
business, even when I had the car, 
was never used after my -- unless 
was for official business. 

ten 
for 

of 
for 
it 
it 

Q. But the terms of the contract gave you 
the car for personal use? 

A. If it so says, but I did not use it for 
such. 

CHAIRMAN LANE: You know that's in the 
contract, don't you? 

THE WITNESS: I believe I do, sit, yes. 

CHAIRMAN LANE: Let's not quibble. 

Q. Didn't that information hit the papers 
that you were going to be given an 
automatic increase of ten percent and 
the use of that car for 24 hours? 

A. That did hit the papers. 

Q. And after it hit the papers the ten 
percent was taken out by the Commission 
along with the car for 24 hours? 
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A. I beg your pardon. 
taken out, myself. 

I requested it be 

Q. You requested that it be taken out? 

A. I requested it. 

Q. After it hit the papers? 

A. Yes, sir. 

Koszkulics also was questioned about reimbursements he made to 
the authority for lunches that he had put on his expense account: 

Q. Is it not true on one occasion, 
specifically in November of 1980, you 
took two individuals to lunch and 
charged it to the authority as 
cementing Polish-American relations? 

A. I I m proud to respond to that with a 
positive yes. 

Q. You submitted 
reimbursement for 
that? 

A. I did. 

a voucher 
the authority 

for 
for 

Q. And did there come a time when you then 
reimbursed the authority out of your 
pocket for the money that the authority 
had given you? 

A. For the same reason, yes, but if I had 
the same opportunity I would not have. 
It was a legal expenditure and quite 
proper. 

Former Director's Testimony 

Gerber, the final witness in the Franklin Township episode, 
was executive director of the East Brunswick Sewerage Authority at 
the time of his public hearing appearance. He spoke as a graduate 
of Newark College of Engineering, as a member of the New Jersey 
Water pollution Control Association, as an adviser on sewerage 
plant operator training and licensure and as an officer of the 
Authorities Association of New Jersey. He was questioned about 
certain of the events which resulted in his displacement as 
executive director of the Franklin Township authority: 

Q. Now, did there corne a time in April of 
1978 when your salary was frozen at 
$25,000? 
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A. That is correct. 

Q. Do you have an opinion as to why your 
salary was frozen? 

A. Yes, I <'lo. 

Q. What's that opinion? 

A. Well, earlier that year, the beginning 
of the year, the end of the previous 
year, the attorney for the authority 
came in the office and spoke with me 
and told me that he had been assigned 
by the board to investigate my 
activities and my contract to determine 
if there was any way that I can be 
discharged for cause for not living up 
to my contract. He showed me a draft 
letter that he had written back to the 
authori ty indicating that he had, in 
fact, conducted the investigation and 
found no reason to have cause against 
me for anything at all. 

Q. Do you think the politics in Frankl in 
Township had anything to do with your 
salary being frozen in April of '78? 

A. I would think that that would not be a 
wrong assumption to make. 

CHAIRMAN LANE: Excuse me, prior to the 
attorney talking to you as you have 
related, had you heard any complaints 
about your work, any objections been 
make to any of the things you did in 
the operation of that plant? 

THE WITNESS: No, sir. 

x X X 

Q. Did there come a time when you learned 
that Koszkulics was chosen for the job 
of executive director? 

A. Yes. 

X X X 

Q. Now, do you have an opinion -- well, 
are you familiar with Mr. Koszkulics 
while he was the commissioner? 
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A. Yes. 

Q. And could you describe briefly your 
dealings with him when you were the 
executive director and while he was the 
commissioner regarding the technical 
and operational aspects of the sewerage 
authority? 

A. I was left alone by him with the 
exception of at meetings when business 
was discussed. I was unable to 
communicate with him at his place of 
work. He did not, as other chairman 
had done in the past, contact me on a 
daily or semi-weekly basis with regard 
to operations of the authority. 

Q. Was there a newsletter 
certain aspects of your 
with Chairman Koszkulics? 

involved in 
relationship 

A. I had offered to write a weekly 
newsletter to the board outlining 
activities during each and every week. 
I believe that I wrote two or three and 
the board suggested that I stop. It 
was a practice, which I have continued, 
however, both at Western Monmouth and 
at East Brunswick. 

Q. Based on the qualifications that are 
set forth in that classified ad, do you 
feel that Mr. Koszkulics met those 
qualifications in 1979 when he was 
appointed. 

A. I do not. 

Q. And what do you base that opinion on? 

A. My familiarity with 
since about 1963. 
basically coming from 
experience. 

Mr. Koszkulics 
My knowledge 

him of his job 

x X X 

Q. What is your present salary at East 
Brunswick? 

A. Over $35,000 a year. 

Q. What was your salary in 1978 when you 
left the Sewerage Authority in Franklin 
Township? 
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A. $25,600. 

COMMISSIONER FRANCIS: Mr. Gerber, how 
does the East Brunswick. plant for which 
you are executive Clirector compare with 
the Franklin Township plant for which 
you were executive director, in size, 
scope, complexity? 

THE WITNESS: Very, very similar. Both 
East Brunswick and Frank1in Township 
are collection agencies. Both have 
approximately 200, 250 miles. of 
collecter sewers. I have 15, 14 
pumpinq stations in East Brunswick. 

I believe I had 11 when I left Franklin 
Township. An awful lot of the sewer 
construction in both communities was 
done by developers completing housinq 
proiects. 

Kickbacks on Chemical Purchases 

The next public hearing episode was described by Commissioner 
Patterson as "a direct example of the SCI's liaison with the 
Attorney General's office." The Commissioner noted that the 
primary witness, a seweraqe plant superintendent, was in the 
process of pleading to a bribery accusation and that "as part of 
that process he is beinq required to recite his activities in full 
this afternoon." This case was among a number of matters referred 
to the Attorney General's office during both the Commission's 
investigation and public hearing. 

Robert Rogove, the plant superintendent involved in this 
episode, worked for the Township of Ocean (Monmouth County) 
Sewerage Authority for 15 years. He admitted during his testimony 
that he had accepted thousands of dollars in kickbacks from q. 
salesman by the name of Arthur Cohen and from two unidentifieCl 
chemical companies and that he purchased twice as many barrels of 
chemicals as his plant actually needed during 1975-1980. 
paradoxically, the chairman of this authority durinq his testimony 
contended that it wasn't until he listened to Rogove's public 
hearing revelations that he realized the existence of a kickback 
scheme. Yet this authority had been alerted in early 1980 by an 
independ·ent auditor that there were suspicious "similarities" o·f 
invoices, bank accounts and other financial data which indicated 
irregularities in purchases. The authoritv reacted by requiring, 
for the first time, full compliance with the State bid laws in the 
purchase of chemicals. In the latter part of 1981 it reorganized 
itsoHice staff. Tn early 1982 it dismissed its auditor •. ROqove 
did not submit his resignation as the authority's plant 
superintendent until July '1, 1982, only 1fldays before the 
Commission's public hearing. 
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The Auditor's Alert 

The independent accounting firm employed by the Township of 
Ocean Sewerage Authority was Sidney Binder and Co. of Long Branch. 
The first witness in this public hearing episode was Thomas P. 
McDaniel of Eatontown, a staff auditor for the Binder firm, who 
first discovered irregulariti.es in the authority's accounts. His 
testimony, in part: 

Q. In February of 1980 were you working on 
a fiscal 1979 audit of the Township of 
Ocean Sewerage Authority? 

A. Yes, I was. 

Q. Did you observe anything unusual when 
you were working on this audit? 

A. Yes, there were some striking similari
ties in a number of different chemical 
vouchers which were paid for various 
chemicals which seemed to be quite 
relative. 

Q. Could you tell us what you learned of 
during your audit? 

A. Well, during the audit we ran across 
several vouchers, like I said, that 
were for the purpose of payment of 
chemicals. These vouchers apparently 
were originating from the same source 
using the same typewr iter. There were 
similarities on the actual invoices 
that were relative to the vouchers and 
addresses were similar, telephone 
numbers were similar. And then when we 
examined the canceled checks, we 
noticed that all of the checks were 
going into one or two similar bank 
accounts. 

Q. But they were all different companies; 
is that correct? 

A. Yes, there were five different ones all 
together, I believe. 

Q. Do you remember the names of those 
companies? 

A. Yes, well, right off 
there's Hart Chemical 
Jafco, International 
Northeast Labs. 

the sheet here 
Company, Artco, 

Research and 

( 
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Q. AS a result of your discovery what, if 
anything, did you do? 

A. Upon notice of all of this I gathered 
together all the information I could at 
the authority and I brought it to the 
attention of my superior, Ted Panis. 

Q. What did Mr. PaniS do? 

A. He then confered with the senior 
partner, Sydney Binder and they had a 
meeting at the authority offices which 
there was a private meeting. I believe 
it was entitled personnel matters or 
whatever so that only the authority 
members would be involved. 

Q. Who was in charge of ordering chemicals 
for the Township of Ocean Sewerage 
Authority during the year which you 
discovered the problem? 

A. To my knowledge, the only one who could 
actually order anything relative to the 
operat ion of the plant, namely 
chemicals, would be the plant 
superintendent, that would be Bob 
Rogove. 

Q. Is your firm still the accountant for 
the authority? 

A. No, we've been dismissed since that --

Q. Since what? 

A. We've been dismissed since, well, we 
did our last audit ••• was for the 
year November 30, 1981. 

Q. And do you know why your firm was 
dismissed? 

A. There'S no one reason that I can 
substantially say_ 

Rogove's Kickback Disclosures 

Robert Rogove technically was still the Ocean Township 
Sewerage Authority's plant superintendent at the time of his public 
hearing testimony since his resignation was not effective until 
July 31. Before SCI Counsel Geisler began questioning him the 
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Commission announced that "the record should reflect that Mr. 
Rogove is testifying pursuant to plea negotiations" at the 
Attorney General's office, to which the case had been referred by 
the SCI. 

Rogove testified at the outset that little or no attention was 
paid to his purchasing practices prior to 1980, that authority 
members signed checks for chemical supplies "automatically" and 
that he was never questioned about his purchases. Excerpts from 
his testimony follow: 

Q. Did the authority members show any 
interest or concern in the operation of 
your plant? 

A. No. May I qualify that, please? 

Q. Yes. 

A. As long as the plant was operating and 
there were no complaints from the state 
or the federal government they had no 
interest, as long as the thing was 
operating right. 

Q. Did there 
1980 when 
that there 
purchasing 

A. Yes. 

come a time in February of 
the accountants discovered 
was a problem involving the 
of chemicals? 

Qo What was the problem? 

A. That they were purchasing too much over 
the bidding laws and were purchasing 
from one company. 

Q. Who was the seller of those chemicals 
involved (in) this problem? 

A. (No response.) 

Q. Was it Arthur Cohen? 

A. Yes. 

Q. How long have you known Arthur Cohen? 

A. Since 1972. 

Q. I show you C-10, do you recognize those 
names as any of the names of companies 
used by Mr. Cohen? 
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A. Yes. 

Q. Could you tell \,Is which ones, which 
companies you did business with at the 
Township of Ocean Sewerage Authority? 

A. Internation.ill Research, Artco, 
Northeast Laboratories, Jafco, Hart 
Chemical ilnd I think Global Research .• 

Cohen I(icked Back 20 Perc.ent Cash 

Q. Did you have any agreement with 
Cohen involving your purchasing 
chemicals from Mr. Cohen dUring 
years 1975 to 1980? 

Mr. 
of 

the 

CHAIRMAN LANE: Whereby you gilined some 
benefit? 

THE WITNESS: Yes. 

Q. What WilS that agreement? 

A. That he would pay me 20 percent of the 
cost of the chemicals. 

Q. How did you enter into this agreement? 

A. Verbally. 

Q. When did it occur that you entered into 
it? 

A. In 1975. 

Q. In what form did you receive the 20 
percent? 

A. Cash. 

Q. Where did you receive the cash, what 
locations? 

A. At the sewerage authority. 

Q. In relat ion 
Mr. Cohen, 
money? 

to orders you plilced with 
when did you receive the 

A. At the time of placing the order. 

Q. Did you rece i ve cash every t ilTle you 
placed iln order with him? 
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A. Yes. 

Q. What did you do with the cash after you 
received it from him? 

A. I deposited it in the bank. 

Q. What bank was that? 

A. Garden State Bank. 

Q. Did you invest it later? 

A. Yes. 

Q. Where did you invest it? 

A. In mutual fund and money markets and 
stock. 

Q. What types of chemicals 
purchase from Mr. Cohen? 

did you 

A. All types. 

Q. Could you give us some of the types of 
chemicals you purchased from him? 

A. Enzymes, sewer cleaning compounds, 
liquid lime, and general cleaning 
chemicals. 

Q. Did Mr. Cohen ever bid for any of the 
chemicals that he sold to the Township 
of Ocean Seweruge Authori ty pr ior to 
1980? 

A. No. 

Purchased Twice As Much As Necessary 

Q. Did you purchase more 
were needed to operate 
Mr. Cohen? 

A. Not really. 

chemicals than 
the plant from 

Q. I show you a copy of your transcr ipt 
from an Executive Session hearing on 
July 22, 1982, directing your attention 
to the question on line 15; "Did you 
purchase excess chemicals" -- the last 
part of the question. Answer: "I 
would say enzymes are purchased more 
than we normally used." 
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Question, line 20, "How much more did 
you receive than you normally use? 

Answer, "Maybe twice as much." 

A. That's right. 

Q. Is that correct? 

A. That's correct. 

Q. So you did purchase more chemicals than 
you needed from Mr. Cohen? 

A. Yes. 

Q. In order to rid yourself 
chemicals you purchased, 
get rid of them? 

A. We just used more. 

Circumvented State Bid Laws 

of the excess 
how did you 

Q. You knew Mr. Cohen was using all five 
companies when you purchased from him, 
did you not? You know all those five 
companies were basically Mr. Cohen; is 
that correct? 

A. Righ t. 

Q. Did the authority board members who are 
authorizing payments know Mr. Cohen was 
using these five companies? 

A. Not to my knowledge. 

Q. Did you ever tell them or did they ever 
ask you? 

A. No. 

Q. Why did you purchase from Mr. Cohen 
under the five different companies? 

A. He thought if we spread the thing 
around it wouldn't be illegal. 

Q. Did he also think he wouldn't be 
discovered? 

A. I imagine so. 
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COMMISSIONER DEL TUFO: By illegal 
you're talking about the bidding laws, 
circumventing the bidding laws of the 
state? 

THE WITNESS: Yes. 

Q. Whose idea was it to use the five 
different companies? 

A. His. 

Q. Who selected which of the five 
companies you would purchase them from? 

A. He did. 

Q. Did you purchase the same chemicals 
from all five companies? 

A. Yes. 

Q. Were they all the same product even 
though the name had been changed? 

A. Yes. 

Q. What were the main chemicals in terms 
of amounts that you purchased from Mr. 
Cohen? 

A. Enzymes, lager lime and sewer 
compounds. 

One Day's Sales, Kickbacks Charted* 

Q. I show you a chart marked C-9 which was 
prepared by accountants of the SCI 
pursuant to material received from the 
Township of Ocean Sewerage Authority. 
It represents purchases on a one-day 
period on November 28, 1978. 

CHAIRMAN LANE: 
one single day? 

These are purchases on 

MR. GEISLER: Yes. 

Q. (It) reflects, first of all that you 
purchased the Ocean Township 
Sewerage Authority purchased chemicals 
from Hart Chemical Company 100 pounds 
of enzymes, 55-gallons liquid lime 

*See chart, next page. 



ARTHUR COHEN'S SALES TO TOWNSHIP OF OCEAN SEWERAGE AUTHORITY 

1. 

2. 

COMPANY NAME AND ADDRESS 

HART CHEMICAL CO. 
P.O. Box 13 
Robbinsville, N.J. 

INTERNATIONAL RESEARCH 
P.O. Box 4 
Levittown, P.A • 

.1 3. ARTCO 

.- 1 Meadowview Drive 
I' Cranbury, N. J. 

(East Windsor Twp.) 

4. JAFeO CHP.MICAL RESEARCH 
P.O. Box 161 
Hightstown, N.J. 

ON ONE DAY ••• NOVEMBER 26, 1976 

PRODUCT 

100 Ibs. ENZYMES 
55 gal. LIQUID LIME 

100 Ibs. ENZYMES 600 
55 gal. LIQUID LIME LAGER 

100 Ibs. ENZYMES 

COST 

$ 795.00 
1,097.25 

$1,692.25 

$ 995.00 
1,097.25 

$2,092.25 

$ 995.00 

100 lbs. SUPER ENZYMES 750 $ 995.00 

$5,974.50 

ROBERT ROGOVE'S KICKBACK x 20% 

"fl,194.90 

" 

CERTIFYING SIGNATURE 

M. Martin, Sales Manager 

S. LoBianco, Office 
Manager 

A. Berger, Manager 

Art Cohen, Office 
Manager 

• 
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paying $7.95 for the enzymes for a 
liquid lime for a total of $11,907.25. 
Hart Chemical was Mr. Cohen's company; 
is that correct? 

A. That's right. 

Q. And you knew it was Mr. Cohen on the 
date you purchased it from him on that 
date; is that correct? 

A. Right. 

Q. The second purchase on that date was 
from International Research in 
Levittown, Pennsylvania; is that 
correct? 

A. That's right. 

Q. And you purchased 100 pounds of enzymes 
at 9.95 a pound from International 
Research and 55-gallons liquid lime 
lager at 19.95 a gallon; is that 
correct? 

A. That's right. 

Q. You paid two different prices for those 
chemicals; 7.95 a pound and 9.95 a 
pound; is that correct? 

A. That's right. 

Q. And what is ref2rred to as liquid lime 
and liquid lime lager in both instances 
was the same substance; is that 
correct? 

A. That's right. 

Q. You made a third purchase from Artco in 
Cranbury, New Jersey with a mailing 
address of Cranbury; is that correct? 

A. That's right. 

Q. That was also Mr. Cohen; 
correct? 

A. That's right. 

is that 
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You know that even though 
several different addresses 
were all Mr. Cohen? 

there were 
used they 

A. That's right. 

Q. You purchased 100 pounds of enzymes at 
9.95 a pound for $995; is that correct? 

A. That's right. 

Q. These were the 
had purchased 
International 
correct? 

same enzymes that you 
from Hart Chemical and 

Research; is that 

A. That's right. 

Q. And you made a fourth purchase from 
Jafco Chemical Research in Hightstown, 
New Jersey. Again, this was one of 
Mr. Cohen's companies; is that correct? 

A. That's correct. 

Q. And you purchased 100 pounds of super
enzymes-750 at 9.95 a pound for a total 
of $995; is that correct? 

A. That's right. 

Q. And all these sales were from Mr. 
Cohen, they were all the same substance 
enzymes and lager lime purchased under 
four companies for a total of 
$5,974.50; is that correct? 

A. That's right. 

Q. And you received 20 percent of that 
sale; is that correct or $1,194.90? 

A. That's right. 

CHAIRMAN LANE: When did you receive 
that 1,100 odd dollars? 

THE WI TNESS: 
placed. 

When the order was 

CHAIRMAN LANE: On the date that 
appears on that chart? 

THE WITNESS: Yes, sir. 

CHAIRMAN LANE: In cash money? 
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THE WITNESS: Yes. 

Five Years' Chemical Sales Charted* 

BY MR. GEISLER: 

Q. Mr. Rogove, I show you a chart prepared 
from the records of Township of Ocean 
Sewerage Authority regarding sales (by) 
Mr. Cohen, the five Cohen companies 
that you have identified. Have you 
seen this chart before? 

A. Yes. 

Q. Do you agree with the figures on the 
chart? 

A. Yes. 

Q. The chart indicates that for a five 
year period, the fiscal years 11-30-76 
to 11-30-80 you purchased 12,100 pounds 
of enzymes. 12,100 pounds of enzymes 
for $96,560 and purchased other 
chemicals in the amount of $51,600; is 
that correct? 

A. That's right. 

Q. For a total of $148,160, is that right? 

A. That's right. 

Q. And you purchased them from Hart, 
International Research, Jafco Chemical, 
Northeast Labs and Artco? 

A. That's right. 

Q. All basically Arthur Cohen. Is it not 
correct that every year since 1976, 
just in the purchases of enzymes alone 
the Township of Ocean Sewerage 
Authority was violating the bidding 
laws of the State of New Jersey; is 
that correct? 

A. That's correct. 

*See Chart, next Page. 



I 
a 
<0 ..... 
I 

FISCAL YEARS 
ENDED 

11/30/76 

H/30/77 

11/30/78 

11/30/79 

11/30/80; 

SALES BY ARTHUR COHEN'S COMPANIES 

TO 

TOWNSHIP OF OCEAN SEWERAGE AUTHORITY 

SALE OF ENZYMES SALE OF OTHER 
QUANTITY AMOUNT CHEMICALS 

(LaS_, _ 
-------_._---

2,000 $15,000 $5,2$2 

2,700 $20,250 $5,143 

3,300 $26,145 $5,992 

3,300 $28,,415 $.19,360 

800 $ 6,750 $15,873 
12,100 $96,560 $51,600 

TOTAL 
SALES 

$20,232 

$25,393 

$ 32,137 

$4'7,775 

$22,621 
$148,160' 

COMPANY NAMES USED: HART, INTERNATIONAL RESEARCII, JAFCO CHEMICAL, NORTHEAST LABS ANDARTCO. 
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Authority's Reaction Was Mostly Inaction 

Q. During the years that this was 
occurring, did any authority member or 
consultant to the authority question 
you about the chemicals you were 
purchasing or what you were doing? 

A. No. 

Q. Who authorized the payment for the 
purchase of all these chemicals; was it 
the same two individuals that you 
mentioned earlier? 

A. The authority, yes. 

Q. When this was discovered by the 
authority's accountant in 1980 and 
brought to the attention of the 
authority board members, did you meet 
and discuss the situation with them? 

A. Yes. 

Q. Could you tell us what. in substance, 
occurred when you met with them? 

A. Well, they were informed that 
going over the bidding laws, 
decided at that time to 
chemicals out to bid. 

Q. Did they do anything else? 

A. No. 

they 
and 
put 

were 
they 
all 

Q. Did they ask you if the chemicals you 
were purchasing were necessary? 

A. They asked me that, yes. 

Q. Did they rely totally on your statement 
that they were? 

A. Yes. 

Q. Did they dismiss anyone as a result of 
the situation they discovered in 1980? 

A. No. 

Q. Did they dismiss the accounting firm 
who discovered the situation? 

A. Subsequently, yes. 
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Q. Was it as a result of this discovery? 

A. I don't know, you know, I had no 
knowledge of what they did for them. 

Q. Did the author i ty conduct any 
investigation of the situation? 

A. Just an informal. 

Q. And the informal investigation merely 
consisted of asking you what you were 
doing; is that correct? 

A. That's right. 

Kickbacks From Other Sources 

Q. Did you receive 
other chemical 
unrelated from Mr. 

any kickbacks from 
companies totally 

Cohen? 

A. Yes. 

Q. Totally unrelated to Mr. Cohen, 
rather. Were these chemical companies 
selling chemicals to the Township of 
Ocean Sewerage Authority? 

A. Yes. 

Q. What percentage did you receive 
these -- how many other companies 
you receive kickbacks from? 

A. Two. 

from 
did 

Q. What percentage did you receive from 
each of those companies? 

A. Ten percent. 

Q. Did you receive it in cash. 

A. Yes. 

Q. Did you receive it in the same fashion 
that you received it from Mr. Cohen? 

A. That's right. 

Q. Mr. Rogove, I show you chart C-7.* At 
the request of the Commission, because 

*See Chart, next page. 
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12/1/75-11/30/76 

12/1/76-11/30/77 

12/1/77-1li30/78 

12/1/78-11/30/79 

12/1/79-11/30/8Q 

TOTALS 

ROGOVE'S KICKBACKS 
BASED ON ADMITTED 
PERCENTAGES 

TOTAL ESTIMATED 
KICKBACKS 

SELECTED CHEMICAL PURCHASES BY AND KICKBACKS TO ROBERT ROGOVE 
TOWNSHIP OF OCEAN SEWERAGE AUTHORITY 

COMPANY A COMPANYB ARTHUR COHEN'S COMPANIES· 

$7,011 $20,232 

$3,962 8,827 25,393 

2,250 8,334 32,137 

3,676 7,557 47,775 

2,020 11,764 22,623 

$11,908 $43,493 $148,160 

$1,191 $4,349 $29,632 

$35,172 

-/fart, Jafco, International Research, Northeast Labs, and Artco. 
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this matter has been referred to the 
Attorney General, I instruct you not to 
reveal the identities of Company A or 
Company B. Do you understand tha.t? 

A. Yes .• 

Q. Have you seen this chart before? 

A. Yes. 

Q. Have you identified Companies A and 13 
to the SCI? 

A. Yes. 

Q. When did you start receiving kickbacks 
from Company A? 

A. 1976. 

Q. And from 1976 up to November of 1980 
did you purchase $11,908 of chemicals 
from Company A? 

A. Yes. 

Q. And you received a ten percent kickback 
from that company; is that correct? 

A. That's right. 

Q. When did you begin receiving kickbacks 
from Company B? 

A. 1975. 

Q. And from the period December 1, 1975 to 
November 30, 1980 did you purchase 
$43,493 in chemicals f~om Company B? 

A. That's right. 

Q. And the chart also reflects that during 
the same five year period you purchased 
$148,160 of chemicals from Mr. Cohen's 
company; is that correct? 

A. That's right. 

Q. You received a ten percent kickback 
from Company A which gave you a 
kickback of $1,191: is that correct? 
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A. That's right. 

Q. From Company B you received $4,349; is 
that correct? 

A. That's right. 

Q. For a total of $35,172; 
correct? 

A. That's right. 

is that 

Q. This situation was never investigated 
or learned of by the authority members; 
is that correct? 

A. No. 

Authority Irresponsibility Exemplified 

The extent to which the Township of Ocean Sewerage Authority 
abdicated its sworn duty to safeguard the integrity of its 
operation was illustrated by the final witness 1n the Rogove 
episode. This witness, Stephen Kessler, had been appointed to the 
authority in February, 1976, and was its chairman for three years 
until early 1982. The at,hletic director at Asbury Park High 
School, Kessler recalled that his colleagues as part-time authority 
members had included a builder, a florist and a race track 
parimutuel clerk and that all depended almost totally on the 
authority's professional staff for the day-to-day operation of the 
agency. Although he signed most of the vouchers and checks for 
Rogove's chemical purchases, he said he never noted any 
irregularities in Rogove's dealings with various so-called chemical 
companies \lnt il the spr ing of 1980 when the author i ty' s auditors 
raised questions about Rogove's activities. He testified about the 
authority's reaction to the auditors' findings as follows: 

Q. After the situation was discovered at 
the Townsh ip of Ocean Sewerage Author
ity, what if any action did the author
ity take to remedy it? 

A. When we were first notified in the 
Spring of '80 I had a meeting with 
COllnsel and with Mr. Pants, who is a 
partner in the Binder firm. I then 
decided that we must take immediate 
action, and we held a meeting also in 
that Spring, I believe it was April, 
where all our professionals, and of 
course counsel were demanded to 
attend. We then went over all tbis 
escalating chemical and enzymes that 
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had been purchased. We questioned Mr • 
. Rogove. We had the professionals, 
engineering professionals with input as 
to the uses of these chemicals and uses 
of these enzymes, where they were, 
where they went, and how they were 
distributed within the system. 

It was then decided upon by the 
consulting engineer and the attorney 
,that we did not have enough evidence 
and that we were reminded of the 
individuals personal Constitutional 
Rights involving the situation and, 
therefore, at that time we instruct'ed 
the consulting engineer, Mr. Lawrence, 
who represents the Schorr firm, we 
instructed him that everything should 
be bid according to law and that specs 
for everything that we anticipate for 
the year should be drawn up and bid 
properly. 

Q. Would you be surprised if I told you 
that the cost of enzymes for the 
Township of Ocean Sewerage Authority 
dropped from a high of 9.95 a pound to 
2.45 a pound and that lager lime 
dropped in cost from 19.95 per gallon 
to $5.12 a gallon? 

A. Today I would not be surprised. 

Q. Who is responsible for allowing the 
situation to prevail during the five 
year period up to 19807 

A. I really don't know who is responsible. 

Q. Were the authority members responsible? 

A. We were certainly not responsible. 

Q. Do you know who was? 

A. I would assume that our professionals, 
if any, would be held responsible. 

Q. Was the 
authority 
this? 

accounting firm 
dismissed as a 

A. Eventually, yes. 

for 
result 

the 
of 
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The Commission, because of its investigative findings in this 
area, pressed the witness on the issue of direct authority 
responsibility for authority operations: 

Q. Mr. Kessler, Mr. Rogove, an employee of 
the authority for over 15 years, today 
has admitted to taking kickbacks from 
Arthur Cohen and two other chemical 
companies during the period 1975 to 
1980. He's admitted to his receiving 
ten percent from two of the companies 
and 20 percent from Mr. Cohen 
receiving kickbacks in the amount of 
$35,172 in chemicals. 

He's admitted to purchasing excess 
chemicals unneeded by the authority and 
using them up so he could purchase 
additional chemicals. He has stated 
that the authority members were not 
interested in what he was doing 
regarding the operation of the plant. 

Can you tell us how the authority board 
members have allowed this situation to 
occur? 

A. I believe I touched on that earlier. I 
think part of the problem is that many 
of us have expertise in other fields. 
All of these purchases obviously are 
chemicals, enzymes or whatever. I, 
myself, don't have any particular 
expertise in running a plant. 

I'm more or less of a volunteer who 
wants to serve the community. I really 
don't have expertise. And how we 
allowed this to happen, we were not 
informed. Once, Counselor, when we 
were informed, as far as I'm concerned, 
the day I was informed, I took action 
to try to remedy any or all or any 
irregularities that I found. 

Q. What action was that? 

A. That was the action of bidding every 
anticipated article, of getting quotes 
when necessary and abiding by the bid 
laws in the laws of the State of New 
Jersey regarding all purchases. 

COMMISSIONER PATTERSON: 
the action was to fire 
and that's all. 

But apparently 
the accountants 
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THE WITNESS: No, sir, after we did 
that we had no reason to think that our 
house was not in order. At that time, 
approximately a year ago, we changed 
the job description of an executive 
secretary. We had an execut i ve 
secretary and we changed her job 
description to executive director to 
give her more authority to basically be 
the head administrator and to govern 
the entire authority including Mr. 
Hogove. 

COMMISSIONER PATTERSON: What you did 
,then, you're telling me, I believe is 
you fire the accountants who told you 
that something was wrong, you made one 
of the existing employees the executive 
director and everything went back, 
nothing else happened? 

THE WITNESS: Well, we may need not 
have to go back not necessarily in that 
order. We mainly let the auditor go 
for the fact that we felt that the 
auditor should have picked up these 
discrepancies in the purchases 
of chemicals and enzymes, not in the 
eight years there were apparently 
loight years in the chart that I was 
shown, and within that eight years we 
felt that, again, with all this 
continuing investigation, we felt he 
seemed more and more responsible. The 
immediate reaction was he was not 
responsible because we also queried him 
guite heavily also. 

COMMISSIONER DEL TUFO: 
a new outside auditor 
advised? 

Have you hired 
to keep you 

THE WITNESS: We hired a Mr. Louis 
Gartz, this February. 

Q. Has Mr. Rogove resigned? 

A. We have accepted Mr. Rogove' s 
resignation, and yesterday myself and 
another member have interviewed five 
prospective candidates for that 
position, and he's agreed to stay on, 
hopefully, to train until we can have 
an actual operator in that position. 
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CHAIRMAN LANE: 
learn that he 
kickbacks? 

When did you first 
was taking these 

THE WITNESS: About two minutes ago. 

CHAIRMAN LANE: 
ago? 

Honestly, two minutes 

THE WITNESS: When tha t gen tleman put 
that chart up. 

The Commission questioned why the authority did not heed the 
initial alert it received about purchasing irreqularities and turn 
the matter over to a law enforcement agency. Questioning of 
Kessler continued: 

COMMISSIONER DEL TUFO: The use of 
multiple companies for the same type of 
products in 1980 and the thinqs that 
the auditors revealed to you at that 
time didn't give you any clue or any 
warninq as to wha·t was going on? 

THE WITNESS: We might have had 
thoughts but, again, we had no proof. 

COMMISSIONER DEL TUFO: Didn I t one of 
your board members suggest that (it) be 
referred to a law enforcement agencv 
for an investigation? 

THE WITNESS: I don I t recall that. It 
was suggested. It was discussed if we 
should turn this over to the Monmouth 
County Prosecutors office --

COMMISSIONER DEL TUFO: And you did not 
do that? 

THE WITNESS: We did not do that on 
advice of our regular counsel. 

COMMISSIONER DEL TUFO: Who is your 
legal counsel at the time? 

THE WITNESS: Mr. David weinstein. 

COMMISSIONER DEL TUFO: Why did you not 
turn this over to the law enforcement 
authority? 
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did not have 
warrant this. 
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Because he felt that we 
substantial evidence to 

COMMISSIONER DEL TUFO: Well. .. if you 
come across the indicia of a possible 
crime, don't you feel an obligation to 
turn that over to a law enforcement -
you're not the investigative 
prosecutorial agency. That's what the 
;prosecutor's office' is there for. 
Don't you feel that kind of 
responsibili ty? 

THE WITNESS: Yes, I certainly do. At 
~his time we did not feel any crimes 
were committed. 

COMMISSIONER DEL TUFO: You just said 
~here were the indicia of criminal acts 
'there. I'm not saying that you had 
'proof of cr iminal acts, but don't you 
feel as a public serving in the 
public, in a public position, that when 
you come across that type of situation, 
that type of information, those kinds 
of suspicions, that they should be 
referred to a law enforcement agency 
for investigation? Just tell me yes or 
no. 

"THE WITNESS: Yes. 

The witness earlier reported that the Ocean Township authority 
had employed anew auditor, Louis J. Gartz, a CPA with offices in 
Englishtown an"d Freehold. SCI Commissioner John J. Francis 
recalled that. Gartz had played a role in the previous day's 
testimony about a questionable bond issue transaction at the 
Western Monmouth Utility Authority. Francis suggested that 
Kessler' 5 authority or its counsel obtain a transcript of the 
testimony by and about Gartz "before you proceed too far along the 
road of using him as your auditor." 

In addition, the Commission questioned Kessler about the 
authori ty' s reaction to a low bid only recently submi tted to the 
Ocean Township authority by A~·thur Cohen, from whom Rogove said he 
had accepted kickbacks. The testimony on this issue, which 
concluded Kessler'S appearance, follows: 

Q. Are you aware that only two weeks 
ago ..• or rather July 9, 1982, Arthur 
Cohen, using the name Hart Chemical 
Company, submitted a bid to the 
Township of Ocean Sewerage Authority 
for enzymes including enzymes and lager 
lime bidding prices of $2.90 a pound 
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for enzymes· that in 1978 the Township 
of Ocean was purchasing from him at 
$9.95 a pound and a bid for lager lime 
at $~.40 per gallon, that Ocean 
Townsnip was purchasing from Mr. Cohen 
in 1978 at 819.95 a gallon. Are you 
aware of that?' 

A. Yes. 

Q. Are you aware that it was Mr. Arthur 
Cohen, same individual who was dealing 
under five different companies? 

A. Yes, I'm aware of that. 

COMMISSIONflR PATTERSON: 
winning bid? 

Was that the 

THE WITNESS: Yes, it was, I believe 
so. 

COMMISSIONER PAT'l'ERSOlil: You continued 
to do business with a man who 

CHAIRMAN LANE: Cheated. 

COMMISSIONflR PATTERSON: -- cheated, as 
the Judge said? 

THE WITliIESS: He was low bid in this 
particular -- yes. I guess the answer 
to that question is yes. 

COMMI SSIONER PATTERSON: You knew he 
was setting up five different 
companies, sir, subsequent -- you must 
have known that by last July. 

THE WITNESS: I knew that as of last 
February at a hearing that I attend 
last February. That's when I was 
informed of this. 

COMMISSIONER PATTERSON: I find it very 
difficult to understand the reason why 
you would continue to buy from someone 
who you knew months before was trying 
to circumvent the law ••• Thank you. 

Summing Up by Witness and Commissioners 

THE WITNESS: Can I make a statement? 

CHAIRMAN LANfl: Yes, you have the right 
to say whatever you would like to say. 
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'l'HE WITNESS: Thank you. I would just 
like to have it on record, and I speak 
for myself and no one else, that I have 
served the sewerage authority 
faithfully, honestly and I've given a 
great deal of time to the authority to 
try to do the best job that I. 
personally, can do. 

If this Commission or any othet body 
can make things easier and make jobs 
~asier for fellows like me who are 
trying hard, and I would say I'm trying 
pretty hard by missing one meetihg, one 
authority meeting in six years, if you 
can make things easier fot us and s.t 
up guidelines and assist Us in any way, 
I'm all for it. 

COMMISSIONER PATTERSON; 
(we're) going to try to. 

Certainly 

COMMISSIONER DEL TUFO: On that scor., 
you responded to Commissioner 
Patterson's question affirmatively 
before. One of the things that we're 
greatly interested in is having some 
accountability of authorities to a 
state agency with fiscal oversight 
responsibilities upon bUdgets and 
purchasing practices and the like so 
that there will be some e~pertise. sorn* 
assistance, waving ted flags Sooner. 
There's been legislation inttoduced in 
the legislature to that effect which we 
support. I take it from your response 
to Commissioner Patterson's qu.stioli 
that •.. you would favot that typ. of 
approach and that type of assistance? 

THE WITNESS: I think all professional 
assistance, coming' from the proper 
authorities, I think that would be 
welcomed by all authority members 
throughout the State of New Jersey 6r 
anywhere. 

COMMTSSIONER FRANCIS: Let me jus't ad'd, 
also,. that a.1though it's 1,!l'udabTe that; 
you and other people work for the 
authority as laymen a·nd without 
compensa.t:ion, I don't think that'.s. 
enough.. I don't think simply because 
you' do' that you can delega'te you:r 
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responsibilities to professional 
engIneers, lawyers, accountants. I 
think you have obligations, yourself, 
to set up regulated audit procedures 
and investigatory procedures so that 
things like the excess sales of 
chemicals and the kickbacks don't 
occur. 

Municipal officials have the same 
obligations. Bank directors, although 
perhaps compensated for the time 
they're at board meetings, have the 
same obligations to make sure that 
there are regular audit and accounting 
procedures, even though they're not in 
there running the day-to-day operations 
of the bank. They still have that 
ultimate legal responsibility. 

I think it's high time that authority 
members realize they got that ultimate 
responsibility and they've got to make 
sure that those duties are carried out. 

CHAIRMAN LANE: In that same vein, I 
would suggest very strongly the elected 
officials have the appointing powers in 
these instances have a very, very 
definite responsibility to put people 
in those offices who will assume and 
take care of the responsibilities 
counsel has just talked about. 
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THe TeS.TIMON:.¥ -- THIRD DAY 
THURSDAY, .lUI,Y 2S,. 19 S.2 

That questionable prilctices in the operation of authority 
facilities could not have persisted except for managerial incompe
tence and irr",sponsibility WilS Ormly establish",d by the Com
mission's inqui):y. This was emphilsiz.",d by Commission",r Henry S. 
Patterson, II, as he opene.a the th.ird public hearing session •.. 
Recalling the prev ious day's testimonY about the kickbacks in 
chemical purcha.ses, patterson stated: 

Today's witnesses will not only indicate 
the widespread nature of these kickback' 
practices but also will demonstrate how mis
management of se.we):age facilities has 
a.llowed such practices to HOUI;ish. We will 
learn how chemica1 peddlers circumvent state 
bidding laws through the establ is.hment of 
numerous paper companies, how bizarre 
arrangements betw.e.en buyers, and sellers hav", 
permitted the geneI;ation of payofJ; cash" hoI'; 
high-pressure sales techniques have resu1ted 
in' e)ccessive purchases and, subs,equent dQmP-
ing of chemicals by pla,nt operators. . 

In order to I?ut all the, uns,a,v'ory details 
of these activitie,s in.to the, heil,I;ing reCo'rd'" 
certain w.itnesses hilve been q,raQ'ted' immQnity 
by the SCI in cooperation with the State 
Criminal Justice· Divi.sion. 

Once again we mu.st point out that COI;rup
tion within certain scewerage authorities ca.n 
be primarily attriquted, to the. incompetent 

,and dishonest managemen,t o·f the authority 
facili ties· that a lack of accountability on 
the part of these entities has perpetuilted. 
The ultimate victim of these evils ilI;e, of 
course, the citiz,ens who have so lit,tle to 
say about how these faciliti,es ilre opeI;ate,I. 

How Chell\ical peddleI;s Operate' 

A,. key witness in the fol,lowimg episod'e I';as, Arthur. Cohen' of 
Eai3t WindsQr, who was identified du):in9 wednesoay's testimony as 
the chemical salesman wno paid 2,0 percent k1-ckb'a'ck.s, t.o ~obeI;t, 
Rogove at the Township of Ocean, S·e",·e1\age Autnority. Cohen,. who, 
ped"iled so-,cac1led waste",ater trea,tment. and cleanSl;Jlg, P1\Oouct$ on, a, 
riCltionwid~ bas.is. ut,Llized numerous "paper compani.as·"·' a$ par.t of 
his, variQus schemes fo.I;. generating 11'\'r,ge amounts· o,f nid;'oen cash and 
tq' qir,cumvent state bi,jding la;.;s in h.is dea-ls with FlublJ,c ag,an .... 
cies.. Conf,I;,onted with incriminating. irlvestig,ative oa,ta'" ne m,Clo'e 
aqmics'!3.iqns d:uring hi$ tes,timqny th1'\t prompted the ColOm,l,s·siol)· t.Q. 



-195-

refer his case to the Attorney General's office for prosecutorial 
inquiry. 

Cohen's Chemical "Mixer" 

Cohen operated out of a small factory in Tullytown in Bucks 
County, Pa., where employees packaged enzymes and other ingredients 
for sale at excessive prices via Cohen's sales network. How these 
products were "blended" was described by one of Cohen's "mixers," 
Daniel A. Deter of Levittown, Pa. Excerpts from his testimony 
follow: 

-Q. How long have you been employed by Mr. 
Cohen? 

A. Six years. 

Q. Where do you work for Mr. Cohen? 

A. Tullytown, pennsylvania. 

Q. What type of building do you work in? 

A. It's just a small one-story building. 

Q. What do you do for Mr. Cohen? 

A. I blend chemicals, mix chemicals. 

Q. Do you know how many companies Mr. 

A. 

Cohen has operating out of that area, 
that facility? 

Not 
and 
for. 

really. 
Northeast 

It's been Hart Chemical 
Labs that I've worked 

Q. What is your educational background in 
chemicals and chemistry? 

A. None. I just worked for another 
chemical company before I worked for 
Mr. Cohen, and what I learned, I just 
learned by doing. I have no I 
didn't go to school for anything. 

Q. At the present time do you work with 
anybody else at Mr. Cohen's plant in 
the handling of chemicals? 

A. Yes. 

Q. Does he have 
chemistry? 

any knowledge of 
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Q. What types of chemicals does Mr. Cohen 
sell, to your knowledge? 

A. Jahitorial supplies, mainly; cleaners 
and things of that nature. 

Q. was there a time period when Mr. Cohen 
did employ a chemist? 

A • Yes • 

Q. What type of chemist did he employ? 

A. To my knowledge, he was a cosmetic 
'chemist. 

Q. When you say "cosmetic chemist," what 
type of chemicals did he specialize in? 

A. Cosmetics. 

THE CHAIRMAN: Just tell us what you do 
in a typicil day's work. Just tell us 
,that. 

THE WITNESS: Orders come from the 
office that I should fill, and 
depending what the9 are, whether it's a 
cleaner orwnatever, ! just go by the 
formula and make what's on the order 
sheet. 

Q. Do you work directly under Mr. Cohen 
ahd under his direction? 

A. No, I don't. I just more or less do it 
on my own. 

Q. who tells you what to make and what to 
do with it after you make it? 

A. That, that is all on what comes down 
froin the otdetsheet from the office. 
whatever they put on there is what i 
make. 
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Q. And the off ice is Mr. Cohen; is that 
correct? 

A. That's right. 

Q. What types of chemicals do you mix and 
blend at that plant? 

A. Various cleaners 1 mainly pine cleaners 
and just general cleaners. 

Q. Is the main ingredient of the items 
that you make water? 

A. Mainly water, yes. 

Q. Does Mr. Cohen sell enzymes? 

A. Yes. 

Q. Could you 
preparing 
sells? 

tell us how you go 
the enzymes that Mr. 

about 
Cohen 

A. Enzymes are made, for an example, ten 
pounds of enzymes would be made wi th 
eight pounds of salt and two pounds of 
enzymes. 

THE CHAIRMAN: Who mixes that? 

THE WITNESS: I mix that, the salt and 
the enzymes together. 

COMMISSIONER DEL TUFO: 
eight pounds of salt with 
enzymes pursuant to some 
you follow? 

THE WITNESS: Yes. 

Do you mix 
two pounds of 
formula that 

COMMISSIONER DEL TUFO: Is that Mr. 
Cohen's formula, or his company? 

THE WITNESS: His. 

Q. Are all the enzymes that you made for 
Mr. Cohen made the same way? 

A. Yes. 

Q. All mixed with salt? 

A. Yes. 



Q. Allmixedtb the ratib of two pounds 6f 
enzymes to eight pounds of salt? 

C)'. 'were the enzynres that Mr. Cohe'nsbld 
himself the same astheenzyni'es that 
Mr. Cbhensold to 'other middlemen'? 

A. Yes. 

Q. Could yolitell uS whether the labels 
that were placed on the enzymes sold by 
Mr. Cohen were all the sam'e? 

A. Yes., they were all the same. 

Q. Was tnereany qua:ti tycontrol in the 
plant? 

A'-. No. 

Q. Was thereahything 
chemicals that Mr. 
were harmful? 

done to see if the 
Cohen was sellihg 

A. No. 

Q. Were these ehemieiHsthat you mixedilna 
made at that Plant sold all over the 
Un ited states? 

I believe sb, yes. 

Did ybu makeeniyrnes the sarne wayho 
rnatterwhatMr.Cohen called them? 

Yes. 

Q. Do you know hbw many 
companies Mr. Cohehhad? 

dif'fer·E!ht 

A. The only ones I know are Hatt CheiTiical 
and NbrtheastLabs. 

Q. bid you ever near the hame J·afcb? 

A. Yes. 

Q. Is that one of Mt. Cohen's? 

'A. Y-~s'. 

Q. Artcb? 

A. I believe so . 
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Q. Northeast Laboratories? 

A. That was Mr. Cohen's, yes. 

Chemical Peddler Cohen's Testimony 

Arthur Cohen testified ·that he sold cleaners, deqreasers, 
deodorants and related products both on his own account and as a 
"private labeler" and a "drop shipper" for other companies. He 
said his products were made at his Tullytown, Pa., plant, and that 
during the past five years he employed as many as nine workers at 
the plant and a sales force of 50. He also testified that he 
operated under numerous corporate names, that he, his wife, Audrey, 
and some of his employees used many al iases, and that he had as 
many as five mailing addresses. Counsel Geisler pressed Cohen for 
more details about his operation: 

Q. During the past five years how many 
business names have you had? 

A. Ten, twelve. 

Q. Could you tell us what they are? 

A. Hart Chemical, National Interna-
tional Research, Sagam Associates, 
Artco, Northeast Laboratories, Custom 
Chemical Specialities, Global Re
search. Okay. International, Artco, 
Northeast, Jafco, S.G.M., Hart Chem
ical, Custom Chemical, Global Research, 
Saqam Associates, Trans-National Devel
opment. 

Q. Do you agree with what's depicted on 
chart C-l0*? 

A. Yes. 

Q. Would you state for the record how many 
aliases you have had during the past 
five years? 

A. Five or six. 

Q. Could you tell us what they were? 

A. Art Martin -- I'm blank. 

Q. How about Gerrv Kaplan? 

A. Gerry Kaplan, yes. 

*See chart, next page. 
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COMPANIES/CORPORATIONS USED BY A'RTHUR COHEN' 

INTERN,ATIONALRESEARCH 

ARTCO 

NORTHEAST, ,LABORATORIES, INC. 

JAPCO CHEM'ICAL RESEARCH, INC. 

B.G.M. ASSOCIA,TES 
,..,."--

CHEM-PRO LABORATORIES 

ARTHUR Mi. COHEN! 
7 Meadowvifew Dt,hre' 

Cranbury, New' Je,rsey' 
AND 

Fox Dr fve , Main, Stl'eet 
Tu'~lytown, Pennsylvani<i 

,HART CHEMICAL CO. 

CUSTOM CHEMTCAL, SPECIAr,TIES 

~GLOBAL RESEARCH 

ISAGAM ASSOCIATES" INC. 

,TRANS NATIONAL DEVELOPMENT CORP. 

AMERICHEM ENTERPRISES, INC. 
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Q. Jim Roberts? 

A. Roberts, yes. 

Q. Mr. Rappaport? 

A. Rappaport? 

Q. Art Goldman? 

A. Goldman, right. 

Q. Who is A. Martin, A. Berger, and Pat 
Evans? 

A. Pat Evans was my wife. 

Q. How about A. Berger? 

A. I don't know. 

Q. Is it not a fact that they are aliases 
for your wife? 

A. It's possible that she signed that. 

Q. Do some of your employees also use 
aliases? 

A. Yes. 

Q. How about Paul Edwards? 

A. Yes. 

Q. Who is that? 

A. Ed Visinski. 

Q. Ed Paul? 

A. Ed Visinski. 

Q. Mrs. Jay, J-a-y-e? 

A. Marie Jutkiewicz. 

Q. Mr. Karr, K-a-r-r? 

A. Marvin Kaplan. 

Q. During the past five years how many 
mailing addresses have you had? 

A. Five, I guess. 
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Q. Could you tell us where they were? 

A. ,One was in my home 1 one was my plant in 
Tullytown; I have a P.D.box in 
Hightstown; a P.O. box in Robbinsville,; 
and a P.O. box in Levi'ttown, 
Pennsylvania. 

Q. One company of youJ:"s, Hart Chemical, 
had three addresses? 

A. Right. 

Q. What chemicals did youm,ake or mix 
specifically? 

A. Deodo,rants, cleaners, degreasers" 
enzymes, things of ;that nature. 

Q. When you say that you make chemicals, 
isn't it a fact that you really blend 
chemicals --

A. Blend chemicals, right. 

,0. -- that you purchasedels,e'where? 

A. Right. Dow Chemici51l makes chemicals • 

Q. And the ingredients that you purchased 
to blend togetheri51re ingredients that 
anyone co;uld purchas,e, is that corc'ect, 
from the same sources? 

A. I ,would ;think so, yes. 

Q. Is one of the major ingredients in your 
chemicalswa,ter? 

A. Tn certain items, y,es. 

,0. Enzymes are one of your main products; 
is that corr,ect? 

A. I't 's not a rna inproQU ct, but it ',s one 
of my products, yes. 

Q. Is it not the major product that you 
sell? 

A. To Ocean Townsh ip it w,as. 

Q.Could you tell us what enzymes ar,e? 

A. As I understand it, it's a food for 
bacteria in the digesters. 
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Q. When you say as you understand it, you 
really don't know what enzymes are, do 
you? 

A. No, sir. 

Q. From where did you obtain the enzymes 
that you sold? 

A. Rohm & Haas. 

Q. And after you purchased them you cut 
them with plain salt? 

A. Solar salt, right. S-o-l-a-r. I don't 
know if it's regular salt, what kind of 
salt it is. 

Q. Did you direct one of your employees, a 
Mr. Deter, to mix two pounds of enzymes 
with eight pounds of salt when he was 
makes making enzymes for you? 

A. I don't know the exact formula, but I 
assume that's correct. 

Q. Rock salt, the salt that you purchased 
for approximately seven cents a pound? 

A. I'm not sure, but under fifteen cents. 

Q. You paid approximately $1.20 a pound 
for the enzymes you purchased from Rohm 
& Haas. Is that correct? 

A. I would guess so. 

MR. GEISLER: C-11.* 

Q. Mr. Cohen, I direct your attention to 
the middle of that chart indicating 
that for a mixture of two pounds of 
enzymes per ten-pound batch at $1.20 a 
pound, and eight pounds of salt at 
seven cents a pound in a ten-pound 
batch, the cost of making enzymes for 
you was 30 cents a pound. Do you agree 
with that figure? 

A. That would be right. 

Q. And you sold your enzymes for $8 a 
pound or even more1 is that correct? 

See Chart, next page. 
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A. Yes, I did. 

Q. So you were 
were selling 
$7.30? 

making a profit when you 
them for $ B a pound of 

A. Less the drum and delivery, yes. 

Q. You sold these enzymes yourself: is 
that correct? 

A. Yes. 

Q. You also 
middlemen, 
people? 

sold these enzymes to 
is that correct, other 

A. Yes. 

Q. You drop-sh ipped. Could 
who you drop-shipped for? 
regarding enzymes. 

you tell us 
Specif ically 

A. To be very honest, I don't know who 
buys what. I don't take orders. But 
there are a couple I know, and that 
would be Chemical Systems, B & G 
Chemicals, and G.S.A. 

Q. G.S.A., is that run by Jack Israel? 

A. Yes. 

Q. Is that called General Supply 
Associates, alsu? 

A. Yes. 

Q. Martin Rankin? 

A. He bought enzymes, right. S & M. 

Q. In how many states have you sold your 
chemicals over the past five years? 

A. Forty-eight. 

What Cohen Used As "Incentives" , 

Q. Have you used any gifts, premiums, 
checks, or cash as bribes or kickbacks, 
whatever term you would choose, to 
enable you to sell chemicals in any of 
these states? 

A. In my telephone operation I did: 
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Q. Could you tell us whClt yourtelepholle 
operati,m was? 

A. It was my compl;lny in New Yor~ that 
sold, sold chemicCils over the phone, 
Cind we used gifts as a incentive. 

Q. When you say gj.fts, qid you C1lso lise 
cash? 

A. No, not ti:)a1; I~now oJ. 

THE CHAIRMAN: And You're saying you 
never 9Cive anybody ~ash--

THE WITNESS; That's right. 

THE CHAIRMAN: -- in connection with 
these sales, as CI kickbClc~ of paYotf? 
Is that right? Is that your testimony? 

THE WITNESS: NO, it was gifts, 

THE CIlAIRI>IAN: 
"gifts,II ? 

what do you me'ln 

THE WITNESS: It could be a television 
set or golf clubs, Or pot and pans, 
whatever, fishing rod. 

THE CHAIRMAN: You i'lgain say YOU gCive 
no one cash in connection with tl)ese 
sales --

THE WITNESS.: Right. 

THE CHAIRM.AN: as a kic)<:bac)<: .or 
payoff or in anywl,e illegitimately? 

THE WITNESS: Right. 

When Does a Gift Be.come a l!\iC§bi'lck'? 

Despite his claimsth.at he' never gave )<:ic)<:bac~s, Cohen was 
confronted with evidence that he sent a $250 chec)<: to the home 0,( 
John Floden in Columbia Falls, I>I.ont'I11", whp bought $9.45 worth of 
snow and ice melting chemicals fr.omCoh,en fOlf use by that 
municipality. He was asked if this amounted to " brJ..be or)cic)<:b"c)<: 
to Floden: 

Q. M.r. Colle.n, do you Oistingulsht).eJ:l)'een 
premi \!)1\S, g ;ifts an.d )<:i ckbacks and 
bribes? 

A.Do I dJstinguish? 
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Q. Yes. 

A. Yes, I do. 

Q. Could you tell us what the difference 
is? 

A. Bribe is cash, and the rest are 
premiums and gifts. 

Q. A check for $250, what is that? 

A. That was to buy a gift. 

Q. That takes 
kickbacks, 
to you? 

it out of the category of 
is that correct, according 

A. I'm not sure. 

Q. You stated that you give gifts to 
people. What types of gifts do you 
give to your customers? 

A. 

Q. 

A. 

I don't give 
Okay? That was 
giving gifts. 

Could you tell 
you authorized 
customers? 

any gifts any more. 
my phone operation was 

us what types of gifts 
to be sent to your 

Television 
and pan, 
catalogue. 

sets, fishing records, pot 
anything out of a Sears 
Anything you can imagine. 

Q. Is it a fact anything one of your 
customers wanted, he could get? 

A. Depending on his order, yes. 

Q. So that the bigger the order, the 
bigger the premium or gift you would 
give that person? 

A. Quite possibly. 

Q. And you 
private 
employees 
correct? 

gave premiums and 
individuals and 
of public bodies. 

gifts to 
also to 

Is that 
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A. See, I never gave gifts. People worked 
for me would give a gift. 

Q. And every time you would authorize the 
gift that would be sent? 

A. Yes, I would. 

THI': CHAIRMAN: Well, you also 
authorized these employees of yours to 
make these presentations, did y·ou not? 

THE WITNESS: Actually, they got less 
of a percentage on their commission by 
giving out these gifts. They were 
allowed to give within range of what 
the order was. 

THE CHAIRt4AN: Well, you knew what they 
were doing? 

THE WITNESS: Yes. 

THE CHAIRMAN: All the way? 

THE WITNESS: Yes. 

THE CHAIRMAN: And you allowed it? 

THE WITNESS: Yes. 

THE CHAIRMAN: You are the guiding 
genius--

THE WITNESS: Yes. 

THE CHAIRMAN: of all these 
businesses, are you not? 

THE WITNESS: Yes. 

THE CHAIRMAN: You knew what was going 
on all the way through? 

THE WITNESS: Yes. 

COMMISSIONER FRANCIS: Wouldn't it be 
fair to say you even encouraged giving 
gifts as a way to make sales? 

THE WITNESS: No, it was a thing doing 
business. 

THE CHAIRMAN: Did you discourage it? 

THE WITNESS: No, I did not. 
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SCI Counsel Geisler read into the hearing record a list of 
items purchased by Cohen from a Philadelphia catalogue company, 
including a color television set and a fishing rod and reel, for a 
total of $529.10. The testimony continued: 

Q. • •• We have a a whole series of labels 
1 ike that. Did you receive numerous 
bills for items that were purchased 
from M. Sickles & Son in Pennsylvania 
and sent to your customers as bribes? 

A. As gifts, yes. 

Q. Again, you distinguish bribes from 
kickbacks because --

A. They received credit for those. 

Q. As a result of purchasing chemicals 
from you? 

A. Uh-huh. 

Q. Confronted with all this information, 
you still claim that you didn't give 
any cash or kickbacks --

A. I did not. 

Q. -- or gift in the state of New Jersey? 

A. I did not. 

Q. You did not. What was so special about 
the state of N~w Jersey that you would 
be able to do it throughout the rest of 
the country but not New Jersey? 

A. Because I did not sell. 
salesmen who sold. 

These were my 

THE CHAIRMAN: You're making a 
distinction between your personally 
being involved in handing over these 
gifts, bribes, or whatever they're 
called--

THE WITNESS: Yes, sir. 
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-- and your employees 

THE WITNESS: Yes. 

THE CHAIRMAN: !3ut, again, what they 
did was at your direction, under yqur 
control. Isn't that sq? 

THE WITNESS: I l'I0uld say so, yes, 

THE CHAIRMAN: well, yoq're pretty sure 
of that, aren't you? 

THE WITNESS: Yes, I am. 

BY MR. GEISLER: 

Q. When your employees 
people, did they have 
gift from you? 

gave gifts to. 
to purchase the 

A. It came off their comm.ission. 

Q. So you knew about all the. gifts th.at 
·all of your employees w",re giving,? 

A. Yes. 

Cohen Denies Rogove's TestimqnY 

Responding 
Rogove, . the 
superintendent, 

Q. 

A. 

Q. 

to questions, Cohen said he 
Township of Ocean Sewerage 
for 10-12 years. The testimony, 

had known 
Authority 

in. p;;pt: 

Mr. Cohe.n, you a,re well aware that Mr. 
Rogove h.as testified under oath before 
th is Commiss ion, are you not? 

Yes, I am. 

Ypu are w.el1 aware that he.' s apm,itt,ed 
to committ ing the crime of re.cei"ing 
kickba,cks? 

A. 29,,000. 

THE CHAIRMAN: 
question. 

Q. $29.,632? 

A. I'm al'l~re of it. 

Just I isten to t:he" 

Q. Did you g,i ve Mr. RogoVe any kickback.s? 

A.. No, I didn't. 

Robert 
plant 
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Q. Did you have large amounts of cash at 
your disposal during the past five 
years? 

A. I don't know what "large" means, but I 
use cash. 

THE CHAIRMAN: Just a minute. Just a 
minute now. You said you didn't give 
Mr. Rogove any --

THE WITNESS: Yes, sir. 

THE CHAIRMAN: -- kickback. Did any of 
your employees give him any of these 
kickbacks that he's testified to? 

THE WITNESS: No, sir. 

THE CHAIRMAN: And you say that under 
oath? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: And what makes -- why do 
you say it? What do you base that on? 

THE WITNESS: I have no' salesman who 
goes in other than me. I'm the only 
salesman. 

THE CHAIRMAN: And you have no means, 
or your employees had no means, of 
giving Mr. Rogove money or gifts of any 
kind. Is that what you're telling us? 

THE WITN.ESS: Yes, sir. 

COMMISSIONER FRANCIS: Why was it in 
other states you used salesman, but for 
Ocean Township you personally called on 
Mr. Rogove? 

THE WITNESS: I sold Bob Rogove for 
many years, and he was my customer. 
Why should I give a salesman a 
commission for going to lunch? 

COMMISSIONER FRANCIS: You had a long 
and close relationship with Mr. Rogove? 

THE WITNESS: Yes, I did. 

COMMISSIONER FRANCIS: 
capacity? 

In a bus ines s 
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THE WITNESS: Yes, I did. 

COMMISSIONER FRANCIS: You sold chemi
cals to Ocean Township? 

THE WITNESS: Yes, I did. 

COMMISSIONER FRANCIS: Did you have an 
agreement with Mr. Rogove that rather 
than a gift you would give cash? 

THE WITNESS: No, I did not. 

COMMISSIONER FRANCIS: Do you know any 
reason why he would make up this story 
and apparently plead to receiving kick
backs? 

THE WITNESS: No, I do not. 

COMMISSIONER FRANCIS: It's totally a 
fabrication on his part? 

THE WITNESS: I would say so. 

THE CHAIRMAN: Excuse me. You men
tioned before Mr. Francis started ques
tioning you, you mentioned commissions 
in connection with Rogove. What was 
that? 

THE WITNESS: He asked me how come I 
did the selling rather than having q 
salesman selling. If a salesman sold 
him, I'd have to give the salesman 
commission. Okay, SO rather than pay a 
salesman to sell him, it was easy 
enough for me to go see him. I Wasn't 
really selling him. 

THE CHAIRMAN: So, in your relation 
with him as a purchasing agent for that 
authority, you, in effect, saved com"" 
missions? 

THE WITNESS: Yes. 

THE CHAIRMAN: And gave out nothing --
THE WITNESS: Right. 

THE CHAIRMAN: -- by way of commission, 
payoff, gift, anything? 

THE WITNESS: Right. 
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And that's your test i-

THE WITNESS: Yes, sir. 

BY MR. GEISLER: 

Q. Was Mr. Rogove one of your best custo
mers? 

A. Yes, he was. 

Q. I direct your attention to chart C-8. 
That's a chart prepared by our agents 
and accountants from records of the 
Township of Ocean Sewerage Authority 
and your records, which we have 
subpoenaed. Do you agree with the 
amount of sales during the five-year 
period indicated on that chart, namely 
fiscal years 11/30/76 to 11/30/80? 

A. I would assume it's correct. 

Q. In other words, youn sold $148,160 of 
chemicals to Ocean Township? 

A. I would assume it's correct. 

Q. Is there any particular reason that you 
were able to sell so many chemicals to 
Ocean Township? 

A. No. 

Q. Were you just a good salesman? 

A. We got along, Bob and I. 

Cohen Admits Bid Law Violation 

Q. Did you sell to the Township of Ocean 
Sewerage Authority under five different 
company names? 

A. Yes, I did. 
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Q. The Public Contracts Law of this state 
requires three quotes for purchases 
over $500, and requires bidding for 
amounts over $250 -- $2500, and after 
1980 required bidding for amounts over 
$4500. Did you conspire with Robert 
Rogove to evade that law? 

A. Yes. 

Q. Did you use the five companies to evade 
that law? 

A. Yes, I did. 

COMMISSIONER FRANCIS: How long did you 
do that, use those five company n<"mes 
to--

THE WITNESS: Many years. 

COMMISSIONER FRANCIS: 
bidding laws? 

THE WITNESS: Many years. 

COMMISSIONER 
Longer? 

FRANCIS: 

avoid the 

Ten years? 

THE WITNESS: No, wouldn't be longer. 
I'll say ten years, eight years, eleven 
years. 

COMMISSIONER FRANCIS: During those ten 
or eleven years, did vou learn of any 
inquiry by the authority itself, by th, 
commissioners, to find out who these 
five companies were., or whether the 
bidding laws were being followed? 

THE WITNESS: No. 

COMMISSIONER PATTERSON: You, I th ink, 
testified that you conspired with 
Robert Rogove to get around the bidding 
laws by dealing with these five 
companies. 

THE WITNESS: Right. 

COMMISSIONER PATTERSON: Why would Mr •. 
Rogove agree, cooperate with you in 
this scheme. if he weren't getting paid 
off? 

THE WITNESS: 
liked me. 

He 1 iked my product, he 
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COMMISSIONER PATTERSON: 
of love? 

THF: WITNESS: He 
along. We really 
relationship. 

liked 
did. 

He did it out 

me. We got 
We had a good 

COMMISSIONER PATTERSON: Pretty expen
sive liking in the case of Mr. Rogove, 
isn't it? 

THF: WITNESS: I liked it. I made 

COMMISSIONER PATTERSON: No, I mean, 
he's pleaded, he's admitted that he was 
guilty of taking bribes and you say he 
didn't take them from you, and he's in 
a lot of trouble and apparently you say 
he was not telling the truth and he 
cooperated with you in this scheme just 
because he liked you? 

THE WITNF:SS: Yes. 

COMMISSIONER PATTERSON: Awfully diffi
cult to believe. 

In early 1980, as previously stated, the Ocean Township 
Authority's auditor questioned certain purchasing patterns and the 
authority reacted by requiring competitive bids for all chemical 
purchases. Cohen said he could not recall whether Rogove alerted 
him to this situation but, according to the witness, he still tried 
to keep the Ocean Township chemical business. 

Q. Did you stop selling to Ocean Township 
Sewerage Authority in 1980 under the 
five different companies? 

A. Yes, I did. 

Q. In May of 1981 did you sell to the 
Township of Ocean Sewerage Authority 
under yet a sixth different name, S & M 
Research? 

A. Yes. Yes, I did. 

Q. And that's because Mr. Rogove informed 
you that the authority accountants had 
discovered your scheme involving the 
five other companies that you chose to 
sell under S & M Research? 

A. I don't recall that at all. I think I 
decided I needed another company. 



Q, Why did you need another company? 

A. it loOks better. 

Q. Looked better to whom? 

A. TO spread out the buSiness. 
authority, t guess. 

To the 

When yOu say 
that they 
relationship 
COrrect? 

A. Possibly. 

it looked 
wouldn't 
with Mr. 

better, you 
discover 

mean 
your 

is that Rogove; 

Q. Did your chemical saleS to the Township 
of Ocean Sewerage Authority drop off 
radicallY after the year 1980? 

A. Yes, it did. 

Q.And did it drop off because the 
aul:hority had discovered the sch'eme 
that you had with Mr. Rogove? 

A. No, it dropped off because the S.C.I.. 
subpoenaed me and I was very nervous 
abou't going anywhere. 

Q. Why were you nervous about going 
anywhere? 

A.Because I thought I was being fOllowed" 
I thought my phO'newas tapped. I 
became 'paranoid. The preSsure was' very 
great. 

Q. Were you ne'tvbus 
caught 'living 
Official's? 

A. 'No, I wa'sh 't. 

because y'ouwollld ,be 
bribes toptiblic 

At this point Cohe'n noted that S &M Research ,wa:sone 'ora 
'number of compahiesSet up by Martin N. Rankin 0:£ Freehold, a 
colleague in the chemical sales business. (Rankin£o,llowedCohen 
as a witneSs. Unlike Cohen, Rankin "testified unde,r a qran't:o'r 
immunitYh 
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Cohen further testified that he had never submitted bids to 
the Ocean Township authority during his dealings with Rogove. But 
after their bid law-evasion scheme was uncovered, Cohen testified 
he did submit a bid to the township authority -- at about $2.50 a 
pound for enzyme products he previously charged $8 per pound for. 
His testimony on price inflation in chemical sales follows: 

Q. Did there come a time when you began 
submitting bids to the Township of 
Ocean Sewerage Authority? 

A. Yeah, I just submitted one. 

Q. Could you tell the Commissioners how 
much your bid for enzymes was? 

A. I'm not a hundred percent sure. I 
think, about two-sixty or two-fifty a 
pound. 

Q. So during all those years the Township 
of Ocean Sewerage Authority was paying 
an inflated price for your enzymes? 

A. They were paying $8 a pound. 

Q. An inflated price? 

A. $8 ••• There are many companies that get 
12 and $15 a pound for the same 
product. 

Q. When they bid for enzymes? 

A. I don't know their bid prices. 
asked me when I charge $8. 
companies get 15 and $17. 

You 
Other 

Q. During the years depicted on the chart, 
could you tell us how much you charged 
the Township of Ocean Sewerage 
Authority for lager lime? 

A. I believe my price for lager lime was 
19.95 a gallon. 
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Q. And. did there come a time this year 
that you submitted a bid to the 
Township of Ocean Sewerage Authority 
for lager lime? 

A. Yes, I did. 

Q. Could you tell us what the price was in 
this year in your bid? 

A. I'm not exactly sure. I think it's .. ~ 

Q. $5.12? Five-forty a gallon? 

A. Okay. I was going to say $6. b·ut, 
okay, very possible. I don't knOW. 

Q. So during all those years the Township 
of Ocean Sewerage Authority was paying 
an inflated price for lager lime? 

A. They were paying $19 a gallon. 

Q. Could you tell us what lager lime was? 

A. It's a substitute for lime. They use 
it to sweeten the sewage in the 
digester. 

x X X 

Q. Referring to what's been marked C~'8, 

would you agree that, for the years 
depicted on that chart~ the purchases 
of enzymes exceeded the bid limit in 
every year? 

A. It exceeded the bid limit. 

floW Coh.en Geh.!,!rateO .. Cash 

Q. Did you sell chemicals to the Ocean 
Township Sewerage Authority unde~ your 
Artco Company? 

A. Yes, I did. 

Q. Is it not ~ fact that .Very check fuade 
payable to the Art co by Township bf 
Ocan Sewerage Authorit·y was cashed by 
y00. some $15,500t 

A. All Artco checks were caShed. 
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Q. And none of that cash is reported in 
any of your books and records. Is that 
correct? 

A. 

Q. 

A. 

That's correct. 

Cash never went into the banks or 
anything; is that correct? 

Correct. 

COMMISSIONER FRANCIS: What were the 
dates of those, Mr. Geisler? 

MR. GEISLER: During the five years in 
question, the fiscal years 11/30/76 to 
11/30/80. 

Q. Could you tell us how you were able to 
cash that check made payable to Artco? 

A. Just went into the bank and cashed it. 

Q. Did you add -- the name of the check as 
Artco, A-r-t-c-o? 

A. Right. 

Q. Did you add h-e-n on the end of the 
name to make it out to Art Cohen? 

A. No, I did not. 

Q. Didn't you testify before this 
Commission that that's what you in fact 
did? 

A. No, I think what I said, Artco, when I 
went to the bank, if anybody asked. I 
would say they left off the h-e-n, it's 
made out to Art Cohen. I would endorse 
it. 

Q. Did you ever add the h-e-n? 

A. I don't think I did. 

Q. But you convinced the bank personnel? 

A. Yes. 

Q. Are there any other public bodies who 
bought from Artco? 

A. I don't think so. 



-~2Q-

Q. Ho.w; abQut Wo.Qdbridge? 

A. . No., nQt frQm -- o.h, thro.ugh Ranldn no.t 
.me. ThrQugh S & M. 

Q. So. at least yQU had 
that was unrecQrded 
business recQrds? 

$.15,50Q Qf 
in any Qf 

cash 
YQur 

A. . If that's the amQunt. 

Rankin Helped CQhen Get Cash 

Q. At Qne time was Martin Rankin Qne qf 
yQur emplQyees? 

A. Yes, he was, 

Q. Did Mr. Rankin subsequently go. into. the 
chemical sales business o.n his Qwn? 

A. Yes, he did. 

Q. When Mr. Rankin was in business Qn his 
Qwn, did yQU have an agreement with 
Mr. Rankin to. generate cash? 

A. Yes. 

Q. While the chart is being Qbtainecj, l 
·shQW yQU what's been marked C-104 ancj 
ask yQU to. examine it. WQuld yo.U 
examine C-104, and I ask yQU if it 
refreshes yQur recQllectiQn as to. 
whether Qr nQt yQU SQld chemical!> 109 
WQQdbr idge TQwnsh ip using the name 
ArtcQ. 

A. They're invQices to. WaQdbrid<je T9wnship 
under ArtcQ. 

Q. DQes that refresh yQur recQllectiQn as 
to. whether ar nat yau SQld chemicals to. 
WQQdbridge using the Same ArtcQ? 

A. I did nQt sell it.. Rankin s91cj it 
under ArtcQ. He used my cQmpanYname, 
my invQices, my arder pads, and he sp;Lcj 
it. I've never been to. WQ9dbridge. 

THE CHAIRMAN: What benefit did yQll 
derive frQm these sales? 

THE WITNESS: It generated cash for me .• 
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BY MR. GEISLER: 

Q. If I told you those 
to $10,000, would 
amount? 

invoices total up 
you accept that 

A. I'll accept it. 

Q. That was unrecorded income, also? 

A. Yes, it was. 

Cash Generation Scheme Detailed 

Q. Referring to the chart* that is up, did 
your cash-generation scheme with Mr. 
Rankin work in the following way: 
First of all, Mr. Rankin sold chemicals 
to, and on the chart it is Woodbridge, 
using one of your company names and the 
payment, the payment check was mailed 
to your, one of your addresses? Is 
that correct? 

A. That's correct. 

Q. Your home address? 

A. Yes. 

Q. You cashed the check, but didn't record 
the income? 

A. That's correct. 

Q. To get the money back to Mr. Rankin, 
you sent a check to him as payment for 
a fictitious chemical purchase. Is 
that correct? 

A. I sent him a check, 
invoice saying it 
purchases. 

he sent me an 
was chemical 

Q. Yes. Indicating that you purchased 
chemicals from him 

A. Right. 

*See Chart, next page. 



WOODBRIDGE I J'u .. r. c .... ha$es. chemicals 
TOWNSHIP J--.-....-. from Martin Rankin 

and pays 

Issues check for 

" 

HART 
c!.ICHEMICAL 
N (Cohen's 

i-o-~~-sallle amount as ,. 
N .. 
, Company) 

S & M 
RESEARCH 
(Martin 
Rankin'lL 
Company) 

sale above 

Purchases chemi cals 
I wholesale from , 

COHEN/RANKIN 

SALES TO WOODBRIDGE TOWNSHIP 

(CASH GENERATION SCHEME) 

ARTCO 
7 Meadowview Drive 
Cranbury, N.J. 
(Cohen's residence) 

M. RANK, INC. or 
MARTIN RANKIN CO. 

HART CHEMICAL 
(Cohen's Company) 

. ~-,~. 

ARTHUR COHEN· 
~ cashes the 

check 

Chemicals 
drop-shipped 
to Woodbridge 
"as if from 
ARTCO" 

RESULTS 

Cohen getstashj 
does not record 
any sale. 

Cohen's Company 
records check as a 
"chemical purchaseR 
(fictitious) reducing 
his taxable income; 
Rankin. eets castJ; does 
not record anY sale. 

S & M Research 
records purChase ~ 
reducing taxable 
income • 
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Q. -- when, indeed, you never did purchase 
chemicals from him? 

A. That's correct. 

Q. Rankin didn't record the fictitious 
sale. Is that correct? 

A. I don't know. 

Q. Rankin did purchase chemicals from you 
getting a tax deduction for himself? 

A. I don't know what he did. 

Q. But Mr. Rankin did purchase 
chemicals that he sold from you? 

A. Yes. 

the 

Q. And at a wholesale price. 
correct? 

Is that 

A. Sure, yes. 

Q. As a result 
Mr. Rankin 
correct? 

of the scheme, both you and 
obtained cash. Is that 

A. I obtained cash. I don't know what 
Rankin did with his. 

Q. Our accountants advise that, as a 
result of this device, you received 
10,000 in cash during the years 1979, 
1980 and part of 1981. Do you agree 
with that amount? 

A. I'll accept it. 

Q. Th is is 
unrecorded 
pockets? 

A. Yes. 

an additional amount of 
cash that you had in your 

Q. Whose idea was this scheme? 

A. Mine. 

Q. Is this scheme standard in the chemical 
industry? 

A. I don't know. It was my idea. 
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ever testify 
tha't this 

befo,re 
scheme 

the 
was 

A. I don't recall. 

Q. I show you What's 'bee'n markedC-45A" :a 
transcript of your :testimonyof April 
8th, '1982, beforean'execu't:ive sess,ion 
of 'the 'St,a!te 'Commission of 
Investigation. I,re:fe'r you ,to ;Page9"!" 
lines 14 and 15:, inparticular,., •• Iam 
going to read f'rom line 9. "For :how 
long a periodd,id you have this 
arrangement, ,the b,ill-,a,s-i'farrangemen.t 
wi>thMr. 'Rankin? 

"Answer: You're talking about the 
Marsh Chemicai thing? 

"Question: Yes. 

"Answer: Standard procedure in ,t'he 
industry." 

COMMISSIONER DEL TUFO: Do you ,remembe'r 
being asked t'hatquesti:on and giving 
that answer? 

THE WITNESS: I kind of remember and I 
understand what he's .saying. I think T 
can answer. 

,COMMISSIONER DEL TUFO: Does that 
refresh you'r reco11ect ion now? 

THE WITNESS: 
good. 

Yes, it does, prett,y 

THE CHAIRMAN : He ,wan,tsto 'e,xplain i,t,. 
Give him 'a chance toe'xplain ,it. 

THE WITNESS : Thank you. What Ith,ink 
the question was, was it s'tandard in 
the industry to use other company 
names • I'm pretty sure that '5 what it 
me'ant. I said, no, you didn't put it 
'standard in 'the indus,try. I s'aid it 
',was standard in the industry 'usi;n,g 
other company names, and I think th'at's 
'what it r'~fersto. 

:Q. Is it standard in the industry to use 
other company names? 

A. I ,think so. 
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Q. In the same manner that you used it at 
Township of Ocean Sewerage Authority? 

A. I would think so. 

Q. And for the same purpose, to avoid the 
bid laws of the state? 

A. I would think so. 

Q. Did you receive payment from the 
Borough of Jamesburg off the books? 

A. You showed me that invoice. 
remember it. 

I don't 

Q. Do your own records ind icate that you 
received payments from the Borough of 
Jamesburg, yet later directed that your 
records indicate that you, indeed, had 
not received payment from the Borough 
of Jamesburg? 

A. I don't know for sure. 

Cohen Confronted With Che~ks to Rogove 

Q. The night after you received a subpoena 
from the New Jersey State Commission of 
Investigation did you direct one of 
your employees, a Georgeanne Lang, to 
search your cash disbursement records 
for any reference to Robert Rogove? 

A. I don't remembec that. 

Q. Do you know whether she found some? 

A. I don't remember doing it. 

Q. Did you direct her to obliterate arty 
references to Robert Rogove in your 
records? 

A. I don't remember saying anything like 
it. 

Q. I show you what's been marked C-111. 
That is a page from your disbursements 
journal. 

THE CHAIRMAN: 
it amount to? 
be? 

For the record, what's 
What does it purport to 



MR. GEISLER: 
di~bur~ements 
that had been 

It's 
jo.urnal 
written 

CI page fro.m his 
lndicating checks 
by Mr .• Cehen. 

THE CHAIRMAN: 
time? 

Over what peried ef 

',THE WITNESS: It's 
week. It's the 

'Nevember. Of '79. 

ene menth. One 
first week in 

BY MR. GEISLER: 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

And is there a name ebliterated en the 
betto.m ef that page? 

There is. 

Black ink? 

Yes. 

'Could yeu tell us who.s.e nam.e is. under 
that black-ink ebliteratien? 

I have no. way ef kn,o.wing. 

Ceuld it have been Rebert Reg,ove? 

I helVe no. wClY ef knew~ng. 

Q. De. yo.u knew hew tha,t eccurred in yo.ur 
recerds? 

A. No., I do net. 

Q .• Weuld anyo.ne haV,e den.e that witheut 
yeur dire.ctien} 

A. 1. do.n't knew. 

Q. Did yeu make any checks payable to. 
Robert Ro.go.ve? 

A.. Y",s, I did. 

Q. Were no.t tho.se checks k.LckbClCks to. Mr .• 
Ro.go.v.",? 

A.. No., they we.re .. no.t,. 
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Q. I show you what's been marked C-l09 and 
C-ll0, checks made payable by Hart 
Chemical Company to Robert Rogove for 
the amounts excuse me Hart 
Chemical Company and International 
Research, the check payable for $300, 
the International Research check for 
$201.60. 

A. Yes. 

Q. Were those checks given to Mr. Rogove 
as kickbacks? 

A. They were given to Mr. Rogove, not as 
kickbacks. 

Q. Didn't you testify that you never gave 
anything to Mr. Rogove? 

A. Right. 

Q. And confronted with these two exhibits, 
you still maintain that you never gave 
anything to Mr. Rogove? 

A. I had borrowed money from him. I had 
borrowed an A & S card from him, 
Abraham & Straus credit card. We were 
shopping one day and I needed some 
money. 

Q. Mr. Cohen, did you use the hidden cash 
that you have had, you just described, 
to give Mr. Robert Rogove a 20 percent 
kickback on all the orders that he gave 
you? 

A. No, I did not. 

Q. Mr. Rogove is in the process of 
pleading guilty to this scheme, to 
receiving kickbacks from you. He's 
test if ied under oath at th is hearing. 
In the face of his testimony and your 
testimony today that you had a scheme 
with Mr. Rogove to avoid the bidding 
laws of the state, and that Mr. Cohen 
purchased large amounts of chemicals 
from you, are you still willing to 
testify that you didn't give Mr. Rogove 
any kickbacks? 

A. That's right. 
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SCI Refers Cohen's Testimony to Attorney General 

COMMISSIONER DEL TUFO: I don't have 
questions. But while Mr. Cohen is 
still in the room, I would like to say 
it would be my recommendation that the 
transcript of. his testimony here today 
be referred to the Attorney General's 
office for apPropriate review in view 
of his admission of violating the 
bidding laws in the state of New Jersey 
and conspiracy to violate the bidding 
laws. It would also be my 
recommendation that the Attorney 
General be asked to review this 
transcr ipt with regard to whether Mr. 
Cohen has perjured himself today, on 
the basis particularly in connection 
with his dealings with Mr. Rogove; and 
I would say that should Mr. Cohen's 
recollection improve during the course 
of the proceedings, he would be given 
an opportunity to corne back here today 
and straighten out the record. 
Otherwise it would be another aspect of 
that type of recommendation. 

THE CHAIRMAN: These recommendations 
that our fellow Commissioner has just 

.. enumerated have the full approval of 
the other three commissioners. 

I.mmunized Witness Describes Kickbacks 

The next witness, Ma.rtin N. Rankin of Freehold, testified 
under a grant· of immunity. He w.as a chemical salesman who once 
worked for Arthur Cohen but who had been in business for himself 
since 19.77. Rankin during his testimony admitted establishing, 
n.u.merous fictitious companies in order to violate the State bidding. 
laws and. to g,e.nerate hidden cash reserves which he said he utilized 
to pay 10 percent kickbacks. Many of his customers were 
governmental ag.encies, including sewerage authorities. Rankin also 
testified that he consp.ired and collaborated with Cohen in c.ash 
g.eneration s.chemes. Excerpts from Ra.nkin's testimony follow: 

Q. What did you do after you left Mr. 
Cohen's company? 

A. I went into busin.ess for myself • 

Q. What was the name of your business.? 

ll,.. S & M Re.search. 
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Q. From where did you obtain the chemicals 
that you sold? 

A. I bought them from different supply 
houses. 

Q. Did you purchase many of them from 
Arthur Cohen? 

A. Yes, sir. 

Q. During the past five years to whom did 
you sell chemicals, generally? 

A. To public and private bodies. 

Q. Mr. Rankin, I show you what's been 
marked chart C-13. * Do you recognize 
what is depicted on that chart? 

·A. Yes, sir. 

Q. What is depicted on that chart? 

A. Those are the different companies I 
sold chemicals under. 

Q. S & M Research, Marsh Chemical, J & J 
Maintenance, M. Rank, Inc., Global 
Research, Artco, International Re
search, Northeast Laboratories, Hart 
Chemical Company, International Re
search Products and Martin Rankin Com
pany? 

A. Yes, sir. 

Q. Could you tell us what different mail
ing addresses you had for those differ
ent companies? 

A. Well, I had 
ingdale; I 
Colts Neck; 
Howell; had 
hold; had 
house. 

*See Chart, next page. 

a mailing address in Farm
had a mailing address in 
I had a mailing address in 
a mailing address in Free

a mailing address at my 



I 
o 

'" N 
I 

CUHPANIES/CUR"ORATI()N~ USI-:O 8YHAR'fLII N; RANKIN 

s.& N. RESEARCH.INC. 

HARSH. CHEHICAL CO. 

J.& J. HAINTENANCE PRODUCTS 

ANK .. INC. 

G.I.UBAL RE.SEARCH 

HARTIN N. RANK.N 
4S ~rooksld~ Road. 
Fr~ebold. N.J. 

MARTIN RANKIN en. 

. Ait'l'CO .... 

"III'I'ERIIAtlONAL .. RESEA.RCH .. 

.tHlRTIlEAst LA BOR.liTdR IE S. 

ilAlt'l'.C IIEH.ICA k. cd. . 

'1 N.'I'ERNAT IONAL .RES.f:AIl.CII' PHODlIC1'S; 

_.,,,-~.~~ ... ' ._.-.... _~"'J ... i.,_ ....... 



-231-

Q. Were these all, except for your house, 
were they all post office boxes? 

A. Yes, sir. 

THE CHAIRMAN: While you were operating 
your own companies, you also sold under 
Mr. Cohen's company's names for him? 

THE WITNESS: Yeah, because I wanted 
additional companies to sell under, so 
I used some of his companies. 

Q. Did you just use the company names? 

A. I just used the company names, his 
company names. 

Q. Did you use any aliases in certifying 
items on vouchers? 

A. Yes. 

Q. Could you tell us why 
different company names, the 
mailing addresses and the 
personal names? 

you used 
different 
different 

A. Because I didn't want to show all 
business going into one company. 

COMMISSIONER PATTERSON: Why? 

THE WITNESS: Because of the state 
laws, the bid laws. 

COMMISSIONER PATTERSON: 
the multiple companies 
the bidding laws? 

THE WITNESS: Yes, sir. 

So you used 
to get around 

BY MR GEISLER: 

Q. Could you tell us of the companies you 
used which ones were incorporated under 
the laws of the State of New Jersey? 

A. Well, none of 
incorporated. 

them were really 
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Q. .When ~e refer to <::Olllpanies, we'r'e 
~eferring to fidtitiousbusiness names; 
is that correct? 

A. 'Yes, sir, you could say that. 

HOW Bid LC\ws Were Circumvented 

Q. How did you 
circumventing the 
nUlne.rolls companies? 

think 
.law by 

you 
using 

were 
the 

A • well, i fthe lC\w C\t the time when I was 
selling it was $2500, now it's $4500 
for, you know, if you buy a certain 
item, so I was trying to get around the 
law by not, you know, putting all my 
business. for a particular item under 
one company; breaking it up under 
different companies. 

Q. Did the persons who were actually 
purchasing chemicals for public bodies 
j{no\V you were using several different 
companies? 

A. y~S, sir. 

Q. Did the people who were authorizing 
P?YJ)1ent, the upper-echelon people at 
those public bodies, know that you 
represented all the different, all the 
different companies were really you? 

A. I don't think so. I never had anything 
to do with the upper-echelon people, so 
1; really, you know, a.s far as. I know,. 
np. 

Q.. \;lOen yoU 9.oJ,d enzymes, did you sell 
them unq.er different r,ames? 

A.. Yes, sir. 

Di.q you "all it q;iiferen.t things? 

Yeah. 
-", " . 

l{id you. "all them suph. as Bl ast, High 
Cqurt;, N-Zymes? 
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A. Yes, sir. 

Q. And did you use different names for 
other chemical products that you sold? 

A. Yes, sir. 

Q. Why did you use the different names 
for the same product? 

A. Well, again, to get around the bid 
law. Of course, enzymes, if I sold a 
municipality over $4500 in enzymes, I 
used different names, too, so they 
think -- they wouldn I t know it I s the 
same product. 

Q. Did you just make up names as you went 
along? 

A. Yeah. Yes. 

Q. When you sold to employees of publ ic 
bodies under the different product 
names, did the person who was 
purchasing those chemicals from you 
know he was purchasing the same 
chemical under different names? 

A. Yes, sir. 

Q. Who selected which name to use, the 
employee or you? 

A. Oh, I did. 

Q. Did you change 
the different 
product? 

the price when you used 
names for the same 

A. Yeah, I might have varied it by a few 
cents a pound to whatever. 

Q. Why was that? 

A. To show again, 
different item. 

you know, it's 

EXAMINATION BY COMMISSIONER PATTERSON: 

a 

Q. Mr. Rankin, going back to enzymes for a 
moment, I want to make sure I 
understand what you did. 
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You bought the enzymes from Mr. Cohen's 
company and other companies and they 
·came to you in barrels all marked 
e~actly the same? 

A. No, they never came to me. 

Q. Went to the customer? 

A. Right, 

Q, If you bought them from Mr, Cohen, the 
barrels were marked the same. But you 
billed the customer with different 
names, different trade names for the 
enzymes? 

A. Yes, sir. 

Q, And if you-- the prices were billed 
differently, too, according to the 
names? In other words, the name would 
hClve one price and another name would 
have a higher price? 

A. Normally, but they were pretty much in 
the ball game. It really wasn't -- one 
'price was like, say, 5.95 Cl pound and 
the other 9.95. It may be a nickel a 
pound, dime a pound off. It was pretty 
much the same price. 

Q. Was the purchase of using 
names the purpose being so 
could have different prices? 

different 
that you 

A. No, no, no, The reason I used the 
different names and d~fferent prices i~ 
to get around the bid laws, showing the 
different items. 

Kickbacks "To Induce Business" 
\ . . . 

Q. To induce people to purchase chemicals 
from you, did you give them gifts, 
premiums or cash; that is, did You give 
anybody any kickback s? 

A. Yes, sir. 

Q. Is that commonplace in the chemicCll 
sales business? 

A. I don't 
salesmen 
only one 

discuss 
do, but 

doing it 

what other 
I guess I'm 
in the field. 

chemicClI 
not th,e 
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Q. Why did you give kickbacks? 

A. Just to induce business. 

Q. What did you usually give 

A. Cash. 

Q. Did you give gifts also? 

A. Yeah, occasionally, rare occasion. 

Q. What amounts of cash did you give those 
receiving kickbacks? 

A. Usually ten percent of the sale. 

Q. How would you determine who you would 
offer a kickback to? 

A. Somebody you go to and just feel out. 
If you feel, you know, he would take, 
you would give him. If you didn't -- I 
don't know, it's a gut feeling. You 
know, you didn't hit everybody with 
it. Some people you just feel, you 
know, wouldn't take anything, so you 
didn't bother. 

Q. How long would it take you to feel 
somebody out like that? 

A. It's hard to say. It could range from 
the first sale to five, six months 
later. 

Q. When you say feel them out, would you 
feel them out by talking to him or --

A. Yeah, you know, general conversation 
wi th them, you know, you would get a 
feeling, you know. It's something that 
I would feel myself. 

COMMI SSIONER FRANCIS: 
us an exaw.ple of 
conversation would go? 

Would you give 
how such a 

THE WITNESS: Well, I would tell them, 
may tell the party, you know, "I'll 
offer you a deal." They may respond, 
"What kind of deal?" I say, "You know, 
I'll give you cash, you know." And if 
they're receptive to it, that's it. 
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BY MR. GEISLER: 

Q.. W'hen you g,ave somebody cash, how would' 
you get the cash that you would g.ive to 
them? 

A. Usually out of my business 
I'd write out a check for 
expenses, cash the che·ck in 
and carry cash around wtth me. 

account. 
cash for 
the ba.n.k, 

Q. When would you usually give the cash to 
the person receiving the cash? 

A. When I got the order. 

Q. Where would you make the payment? 

A. Well, I would make the payment 
was alone with him. You know, 

I in a restaurant, my car, or 
office. 

when I 
either 
in his 

Q. How many of your customers during the 
period of time that you were in 
business for yourself were public 
bodies? 

A. Approximately 20. 

Q. Were any of them MUA's or sewerage 
authorities? 

A. Yes, sir. 

Q. How many of them -- how many pl,Iblic 
bodies did you give kickbacks to? 

A. Approximately eight. 

Q. At those eight public bodies, how many 
individuals did you give kickbacks to? 

A. There were some public bodies where I 
gave more than one individuall\:ickbacl\: 

.to. 
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THE CHAIRMAN: And were they usually 
ten percent kickbacks? 

THE WITNESS: Yes, sir. 

Q. Was there one public body where you 
paid off four people? 

A. Yes, sir. 

Q. How did it come about that you had to 
give to four different people at one 
public body? 

A. Well, when I first tried to get into 
the account, I couldn' t make any 
headway, so I went to the purchasing 
agent and I offered him a deal and he, 
in turn, called up the, you know, the 
municipal garage and told him that I 
would give the deal, and that's how one 
or two people, you know, more than one 
person got involved in the kickback. 

Q. And it extended to four people? 

A. Yeah, it called up to four people. 

MR. GEISLER: I think at this point I 
should indicate for the record that 
because this information has been 
referred to the New Jersey Attorney 
General's office we have instructed 
Mr. Rankin not to divulge the names of 
the authorities or the individuals who 
were receiving the kickbacks from Mr. 
Rankin. 

Q. Was there one public body at which you 
had to payoff two people? 

A. Yes, sir. 

Q. How did that come about? 

A. We 11, the, the person that used to do 
the buying had a new boss and he 
couldn't get the okay without the other 
one, so I had to pay of f two people, 
you know, to get that business. 

Q. How much did each one of those receive? 

A. I think I gave them ten and ten. 
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Q. Bid you stop payingkickbacks'tobofh 
p.eople at that public body? 

A. Yes. 

Q. Why was that? 

A. .Well, I had a meeting with one back in 
the fall, and I told him the heat was 
on and I d idn 't want to payoff any 
more, I told him, you know,there"s not 
going to be any more kickbacks. 

Q. What did he reply? 

A. He didn't really reply anything. He 
d idn' t say anything, you know, and we 
parted company. 

Q. Have you sold to them since then? 

A. No. 

Q. Did you have a conversation 
another individual from that 
community at a later date? 

A. Yes. 

with 
same 

Q. And did this occur in a parking lot? 

A. Yes. 

Q. Could you tell us what in substance 
occurred? 

A. Well, he cornered me. He saw my car in 
the lot and told me to pullover in My 
car and wanted to know why I turned 
state's evidence against him. I told 
him I had to tell him. He asked me 
(abou.t the) S.C. 1. 

Q. Did he tell you he was worried about 
going to jail? 

A.. He was. worried abouct his; j.ob, penSion', 
jail, whatever. 

Q. Was there a· sewe'rage' authority where a' 
person approached you reg,arding the 
S.C.I. investigation? 

A.. Yes, sir. 

Q. What, in substance, occurred? 



-239-

A. Well, here again, you know, he was 
disturbed why I turned state's evidence 
and I told him again I had to do what I 
had to do. You know, again, I'm sorry, 
you know, I'm sorry the whole mess came 
about. 

COMMISSIONER PATTERSON: When you 
worked for Mr. Cohen, did you give 
kickbacks at that time? 

THE WITNESS: Yeah. 

COMMISSIONER PATTERSON: So it's 
through your entire career in the 
chemical business you have been giving 
kickbacks? 

THE WITNESS: Basically, yeah. 

THE CHAIRMAN: While you worked with 
Mr. Cohen, were you giving ten percent 
or twenty percent? 

THE WITNESS: No, basically ten 
percent. I basically always gave ten 
percent. 

THE CHAIRMAN: How did you get the cash 
that you gave, the ten percent you 
gave? 

THE WI TNESS: From my, from my 
business. From my account. 

THE CHAIRMAN: While you were working 
for Mr. Cohen? 

THE WITNESS: Oh, while I was working 
for Mr. Cohen. No. When I was working 
for Mr. Cohen, I didn't have that many 
accounts, so I don't remember where I 
got the cash from. I got the cash from 
me, you know. Nobody else gave me the 
cash. 

EXAMINATION BY COMMISSIONER FRANCIS: 

Q. Mr. Rankin, how long did you carryon 
this pattern or scheme of making cash 
payments to purchasers of your chemical 
products? 

A. Let's say, 
1977. "77, 
years, you 

I've been in business 
, 78, '79 , '80. Abou t 

know, a little more. 

since 
three 
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A. 

Q. 
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And would it be correct to say that for 
the same period of time you were also 
carry ing on th is scheme of taking 
various steps to disguise or to evade 
the bidding laws? 

Yes, sir. 

Did you learn in any way, directly or 
indirectly, that any municipal utility 
authority or sewerage authority had 
ever taken any steps to find out 
whether your invoices were proper, 
whether the sales were proper, whether 
any of its employees were receiving any 
payments for those sales? 

A. ~o, not as far as I know, no. 

Big Price .. Mark Ups Allowed J;or Kickbacks 

Q. How could you afford to give kickbacks 
and make a profit? 

A. Well, there's enough profit you make on 
a sale in chemicals. I mean, you know, 
it's a fairly, you know, marked up, yo.u 
know, it's a high mark-up item. I 
don't know if it's marked up any 
different than anything else you buy, 
but there's enough profit in the sale 
to warrant. 

Q. How high a kickback could you give and 
still make a profit? 

A. I don't know. You might be able to go 
to 20 percent, 25 percent. You know, 
it's all what price you're going to 
charge a person. Some people -- you 
know, if you're going to charge a 
person 9.95 a gallon for something that 
only sells for 2.95 a gallon, you got a 
lot of room. 

Q. In fact, one individual received 15 
percent from you. Is that correct? 

A. Yes, sir. 

Q. He was employed by a public body? 

A. Yes, sir. 
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Recalls Cash Generation Scheme 

Q. Did you have any agreement to generate 
cash with Arthur Cohen after you left 
his employ? 

A. Yeah. 

Q. What was that agr.eement? 

A. Well, when I used one of his companies, 
I'd have a money transfer, you know, 
where I could generate some cash for 
myself by using one of his companies. 

Q. Referring to chart C-12,* did the 
arrangement work in the following way: 
First you would sell chemicals to a 
public body, and on the chart it's 
referred to as Woodbridge, using one of 
Mr. Cohen's company names with Mr. 
Cohen's horne address? Is that the way 
you do it? 

A. Right, yeah. 

Q. And that public body would mail a check 
to Mr. Cohen's address? 

A. Right. 

Q. Made out to 
companies? 

A. Right. 

one of Mr. Cohen's 

.Q. Mr. Cohen would then cash the check and 
do what he wanted to with that cash. 
Is that correct? 

A. Yeah. I don't know what he done with 
the cash. 

Q. Then to get the money back to you, he 
would make a payment by check, mail the 
check to you from his company, 
purportedly for chemicals that he had 
purchased from you? 

A. Yes, right. 

Q. You never sold chemicals --

A. No. 

See Chart, P. 222. 
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Q. -- to Mr. Cohen? 

A. No. 

Q. Then you would still have to obtain the 
chemicals, so you would purchase them 
at a wholesale rate from Mr. Cohen. Is 
that correct? 

A. Yeah, right. 

Q. And you would obtain a tax benefit from 
that? That would be a business expense 
purchasing those chemicals? 

A. Well, it would be a purchase. 

Q. If I were to tell you 
indicate that 
approximately $10,000, 

that our record s 
you obtained 
would you 

A. I'm not going to argue with you. 

Q. Did you have this cash available to you 
to use as kickbacks? 

A. Yeah, I had it. You know, I could have 
used it for anything I wanted. 

One Official Got a Camera 

Q. Did you give anybody any tangible items 
such as any gifts? 

A. Yeah. 

Q. To how many individuals did you give 
tangible items? 

A. Basically, one. 

Q. What did you give -- to whom did you 
give the camera that you mentioned? 

A. To William Calnan of Summit. 

Q. What position does he hold in Summit? 

A. City Forester. 

x X X 

Q. I show you what's been marked C- 1 57, 
156, rather, and ask you if that's the 
camera you gave to Mr. Calnan. 

A. Yes, sir. 
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Q. What kind of camera is that? 

A. It's a underwater camera. 

Q. Is that a Nikonas III? 

A. Nikonas III. 

Q. Is that made 
underwater? 

A. Yes. 

specially for use 

Q. I show you what's been marked C-157 and 
C-158, receipt and a check for the 
camera. Is that the check you used to 
purchase the camera? 

A. Yes, sir. 

Q. When did you purchase it? 

A. May 8th, 1980. 

Q. Could you tell us what you paid for 
that camera? 

A. $326.45. 

Q. How did you deliver it to Mr. Calnan? 

A. I brought it up there personally, gave 
it to him personally. 

Q. Where did you give it to him? 

A. Might have been in his office. I don't 
really remember. It was given to him 
up in Summit ••. That's where his office 
is, 520 Springfield Avenue. 

Q. In Summi t? 

A. Summit. 

x X X 

Q. Did you give Mr. Calnan anything else 
pertaining to photography? 

A. Yes, sir, gave him an electronic flash. 

Q. What was the value of the flash? 

A. I don't know. I guess, roughly, around 
a hundred. 
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Q. How did you know to get him a flash? 

A. Well, I knew he wanted a flash. You 
know, mentioned it in his conversation 
with me. 

Q. Did you give him anything else? 

A. I gave him a watch, possibly two. I 
don't really remembe r. 

Q. I show you what's been marked C-159. 
Is that the receipt for the watch? 

A. Yes, sir. 

Q. How much did you pay for the watch? 

A. Let's see. It carne out to 87.50 plus 
shipping. 90.50. 

Q. Did you offer the 
and the watch, 
kickbacks? 

camera, the flash, 
or watches, as 

A. Well, I offered them. 

Q. Did he pay you for the items? 

A. ,No, sir. 

S,CI Agent ,Corroborates Gifts to Calnan 

SCI Speciill Agent Richard Hutchinson testified that Calnan at 
first denied a,nd then admitted receiving gifts from Rankin during 
an interview 1'n the City Forestor' s office in Summit. Hutchinson 
testified as follows about his interview with Calnan: 

Q. Were you accompanied by anyone on that 
interview? 

A. Yes. I was w,ith Special Agent Wendy 
Bostwick. 

Q. Was she present during the interview? 

A. Yes, she was. 

Q. Did you question Mr. Calnan concerninq 
any gifts he may have received from 
chemical salesman? 

A. Ye s, I d i,d. 
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Q. What did he tell you? 

A. Initially he denied that he received 
anything. He hadn't heard of 
anything. The only indication he did 
give me was that approximately ten 
years ago he' had an occasion when a 
salesman offered him something but he 
threw him out. 

Q. What did you say? 

A. I advised him that I didn't think he 
was telling me the truth. 

Q. Did he eventually make additional 
statements? 

A. Yes, sir. I asked him specifically in 
reference to Martin Rankin, S & M 
Research, and at that time he indicated 
he received a gift from Martin Rankin 
and specified it as being a Seiko 
watch. 

Q. Did Mr. Calnan indicate whether or not 
he had received anything else from Mr. 
Rankin? 

A. I asked him if .he had received anything 
further. He stated he didn't think 
so. I advised him there was something 
else and I suggested that, perhaps, he 
received a Nikonos 3 camera. 

Q. What did he say when you made that 
suggestion? 

A. He remembered it. 

Q. Did you ask him about any accessories 
that went with that camera, 
specifically a flash unit? 

A. I asked him if he received anything 
else from Mr. Rankin and he indicated 
he didn't think so, and I offered to 
refresh his memory and I mentioned the 
electronic flash. He said he did get 
an electronic flash from Mr. Rankin. 

State Vendors Contract System Violated 

The State of New 
governmental entities 
purchase of certain 

Jersey provides for state, local and qther 
a "shopping list" service that enables the 
products without competitive bidding from 



vE1ndors whd have been pte~qualHied to sell such products. Such 
State-"acctedited vendors are assigned cont,ract numbers that 
i<ieJ'ltifY. the products. they can sell without competitive bids. 
These products are generally the type for which competitive bid 
speCificationscah't be drafted because of . the difficulty of 
determining in advance. the type or quanties a public entity might 
require in any specified period of time. Martin Rankin, the 
previous witness, had tecalled in his testimony that other chemical 
peddlers had misused the State eontract system -- by selling waste 
treatriterit ehemieals under contract numbers assigned to products 
other than cheIiticals ~~. as another means of bypassing the State bid 
1 <:1I0S • 

The SCI's investigative findings included a particularly 
flagrant violation or the State contract numbers system. In this 
case, a "paper company" was established by a chemical peddler who 
worked for a recognized chemical product manufacturer. The purpose 
of the fake company was to hide from his regular employer certain 
sales the peddler made independent of his employer, mostly by 
abusing the State contract numbers system. These abuses included 
false applicatiohs, forgeries and other misrepresentations, not the 
least of which were the Chemicals sold without bids to authorities 
under contract numbers that were supposed to apply to boiler 
supplies or car repair parts. 

The Compliant company "President" 

The first witness in this episode was Agnes Froberg, a legal 
secretary... Prior to January, 19B2, she was employed by Donald 
Levenson of the Marlton law firm of Levenson, Vogdes, Nathanson and 
Cohen. She recalled that in 1978 Levenson and Ja·ck Israel of Mount 
Laurel, a chemical products salesman, asked her to become president 
and seCretary. of .. a company to be. known as General Supply 
Adsociates Laboratories Hic. She was not required to have any 
i!)terest, financial or otherwise, in this company. Excerpts from 
he,r testimony follow: 

Q. Did they give you a reaSon why they 
wahted you to be the president of the 
corpdratioh? 

A. The only reason tht waS given tome 
because Mr. Israel did not want 
name to appear as general -- as 
pUblic record. 

was 
his 
( a) 

Q. was Mr. Israel thel:JastCocastrepnrsen
tative f6rMalter In'te:tnational? 

Q.Whal: did they tell you this new 
businesswDuld bedding? 
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Q. Did they tell you that, although Mr. 
Israel was the owner and the operator, 
his name would not appear on any 
documents? 

A. Yes, sir. 

Q. They 
any 
your 

told you that you would 
decision-making powers? 
testimony? 

A. They really didn't say --

Q. Did you have any? 

A. -- that I would. No, I didn't. 

not have 
Is that 

Q. What were your duties regarding the 
corporation? 

A. I sent out a few bills, 
checks, and that's about 
the phone if it rang. 

Q. Where was the phone located? 

A. In my office. 

signed the 
oh, answer 

Q. When you say your office, the law firm? 

A. Yes, sir. 

Q. Was th is phone specially installed for 
General Supply Associates Labs? 

A. Yes, sir. 

Q. Who had the stock for the corporations? 

(The witness confers with counsel.) 

A. I don't know. 

Q. Did you sign any contracts or documents 
for G.S.A.? 

A. I may have. In all probability, yes. 

Q. Did you know what you were signing? 

A. No, sir. 

Q. How did you know when to sign something 
for General Supply Associates Labs? 

A. Mr. Israel would ask me to sign them. 



-248-

Q. Did he dire'ct you where to sign? 

A. Yes" sir. 

Q. Did you ever read what youwete 
signing? 

A. No, sir. 

Q. What was your sal'ary per mOnth? 

A. $25. 

Q. This is as president of General supply 
Associates Labs? 

A. Yes, sir. 

Q. where did the mail for General supply 
Associates Labs come? 

A. P.O. Box 269, Marlton. 

Q. Is that the mailing address for the law 
firm? 

A. Yes, sir. 

Q. Did General Supply AssoCiateS Labs have 
any other facilities? 

A. Not to my knowledge. 

Q. Did they have a warehOuse? 

A. Not to my knowledge. 

Q. Did they have any testihg facilities 
for chemicals? 

A. Not to my knowledge. 

Q. What other employees of G.S.A. were 
there? 

A. The only one that ! know of is Re'ijina 
Is rael. 

Q. Do you know whether she did ahything 
for General supply A§sociates Labs? 

A. NO,! really don't. 

Q. To your knowledge j who acted for 
General Supply Associates Labs? bid 
anybody dO anything besides yourself? 
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A. Jack Israel. 

Q. Did you give Mr. Israel authority to 
sign your name? 

A. Yes, sir. 

Q. How did you give him that authority? 

A. Well, there were checks that he wanted 
to wr i te, and they weren't signed and 
he had asked me if he could sign my 
name to them. 

Q. And he would sign "Agnes Froberg"? 

A. Yes. 

Q. Would you know to what documents he 
would be signing your name? 

A. Not really. 

Q. Would you sign checks in blank for Mr. 
Israel? 

A. Yes. 

Q. What would you do with the bills and 
checks that you would receive in the 
mail at the law firm for General Supply 
Associates Labs? 

A. I would put 
envelope and 
pick them up. 

them 
wait 

in 
for 

a 
Mr. 

folder 
Israel 

or 
to 

Q. When you signed a check, did you do so 
only at Mr. Israel's direction? 

A. Yes, sir. 

Q. Do you know what types 
General Supply Associates 
Inc., actually sold? 

of chemicals 
Laboratories, 

A. Cleaning supplies is all I remember. 

Q. Do you know 
'chemicals? 

to whom 

A. Only a very certain few. 

they sold 

Q. Did they sell to the Bellmawr Sewerage 
Authority? 

A. Yes, sir. 
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Q. The Town of Audubon? 

A. Yes, sir. 

Q. Oaklyn Borough? 

A. Yes, sir. 

Q. Did Mr. Israel use the aliases John 
Cetri or Frank Cerri? 

A. I know of John Cerri. 

Q. Was that one of Mr. Israel's aliases? 

A. Yes. 

Q. Do you know why Mr. Israe l, 
Coast representative of 
International, would want to 
alias John Cerri? 

the East 
Malter 

use an 

A. I can only assume. 

Q. And what can you assume? 

A. That he didn't want his employer to 
know that he was General Supply. 

Q. Did General Supply Associates 
Laboratories, Inc., sell enzymes? 

A. YeS. 

Q. Do you know what an enzyme is? 

A. No, sir. 

Her Name Sign'ed onFal se Documents 

Q. Do you know what a State contract is? 

A. No, sir. 

Q. Do you know whether General 
Associates Laboratori'es" Inc., 
State contract? 

A. I believe so, but I'm not sure. 

Supply 
had a 
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Q. Would you be surprised if I told you 
that your name, Agnes Froberg, appears 
on numerous State contracts that 
General Supply Associates Laboratories, 
Inc., has? 

A. No, sir. 

Q. Did you authorize, or did you 
Mr. Israel was signing your 
bids for State contracts? 

A. I really don't know. 

know that 
name on 

Q. Did you know that Mr. Israel in signing 
your name was certifying to certain 
factual statements to the State of New 
Jersey? 

A. I guess so, but I don't know. 

Q. I show you what's been marked C-151. 
Mrs. Froberg, do you know that a State 
contract enables the contract holder to 
sell chemicals to public bodies outside 
of the bidding laws of this state? Do 
you know that? 

A. No, I didn't. 

Q. After having examined C-151, which is 
captioned "Affirmative Action Employee 
and Information Report," does your 
name, "Agnes Froberg," appear at. the 
bottom of that report? 

A. Yes, sir. 

Q. Did you sign that document? 

A. No, sir. 

Q. Do you know what that document is? 
Have you ever seen it before? 

A. I don't believe so, but I may have. I 
really don't know. 

Q. It is a 
Associates 
it not? 

report for General Supply 
Labs, Inc., to the State, is 

A. I don't know. 

Q. Does it indicate that the company name 
is General Supply Associates 
Laborator ies, Inc., at the top of the 
report.? 
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A. Ye:.g-r:. sir. 

Q.. D9"S it inPiC<1t" <1. total of fiVE'! 
eI1lPloY."es for G"neraJ, Supply AssqciaJ.e;~, 
Labs, Inc.? 

"A. Yes, s.ir. 

Q. Concerning, the factE! qn the report? 
Dqe.s it state tha.t it is. an affi~IT)ative 
action affidavit? 

~. Yes, sir. 

Q. D.oe.s your name appear on the bottoIT) 0$ 
that affidavi t? 

A. Yes, sir. 

Q. Di d you sign tha.t aEf idavi t? 

A. No, sir. 

Q. Do you know who signed that <1fHdavit 
with. n Agnes Froberg"? 

A. I wouldn't know other than Jack Israel. 

COMMISSIONER FRAN.CIS: W"re you a, fron,1; 
for 

THE WITNESS: - oth."r than ..,-

COMMIS .. STON;E.R, FR"ANCIS: ..".., Mr. Isr;agl?, 

THE WITNESS: A front? •• My name was 
1 i,sted as pres ident and secretary of 
the corporation. . 

COMMlSSIONER FRANC];S.: 
r: an th". corpor: a,t ion? 

THE WITNESS: Yes, sir •. 

COM1'IISSIONER, FRANCIS: 
de.c is ions? 

TH,E WIT,NESS: Yes., sir. 

<;OM~tISSlONER FRANCIS: .• 
documents? 

But Mr: • Is!; a,e,1:, 

Made aU th", 

Si,g't:\"d all the 

'rHE WITNE.SS: Most. of th,"l1\., 

COMMISSIONER FRANC IS: WOl,ll.d yo,u .. qqree:. 
with rn" th<1t yOIj ~ere s.imply a frOnt 
for h,i l1\? 
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THE WITNESS: If that's the way you 
want to put it, yes, sir. 

BY MR. GEISLER: 

Q. Did you know that to obtain a State 
contract a company or a corporation had 
to comply with the affirmative action 
requirements of the State? 

A. No, sir. 

Q. Is it not a fact that General Supply 
Associates Labs, Inc., did not have 
five employees as indicated on this 
report? 

A. Not that I -- not to my knowledge. 

COMMISSIONER FRANCIS: Now, I'm not 
clear yet whether you quarrel with my 
characterization of your acting as a 
front for the corporation. Do you 
recall testifying before the commission 
on December 16? 

THE WITNESS: Yes, sir. 

COMMISSIONER FRANCIS: Lines 14 through 
17. Were you asked this question, and 
did you give this answer. 

THE WITNESS: Yes, sir. 

COMMISSIONER FRANCIS: "Could you sum 
up your position with the GSA that you 
were a front for Mr. Israel? 

"Answer: 
would call 
in effect, 

That would be about what I 
it." Would you agree that, 
that's all you were? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: You ju;st did what you 
were told to do? 

THE WITNESS: Yes, sir. 

BY MR. GEISLER: 

Q. Mrs. Froberg, I direct your attention 
to Exhibit C-138, which is entitled, "A 
Purchase Bureau term contract 
advertised bid proposal" for 'General 
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Supply Assoqiates L;iboratory, I!'!c. 
Does your signat,ure appe",r On the 
bottom of the first p;ige' as pr~siqerlt 
for the company? 

A.. Yes, sir. 

Q. Is this a cO!'!tract for the period 
October 15th, 1978, to qqtOpel\" 14.th, 
19.79, for water, fuel ane;! a.ir 
conditioning chemicals? 

A. Yes, sir. 

Q.. Did you sign this document? 

l;.. Ye.s, sir. 

Q. Did you know ""hat you were signin.g \'fh~n 
you signed it? 

A. A bid. That's a.II.. 

Q. 

A. 

Q. 

A. 

Q. 

A .• 

Q. 

Q. 

Were the contents, o·f th.is bid 
application true when you s.igned it? 

I don't really know. 

Re.~err ing to. the Second page of the 
exhibit, the a,ffirmative action 
su'pplement to bid speqifications, did 
you sign the. bottom right."hand cOl\n~r· 
of that page inq.icating th.at a,p 
affirmative a.ction a:ffidav.it hOl,s be.Eln, 
sU);lIoitted to the Purch"se IlUl\Elau,?-

Ye.s,. sir. 

Did you know. w,heth.ElI' an ""ffirIl\Ol,tive 
action ",Hid"v:it l)ad peen "qt~"ll,y 

. submitte.d to the. Purc;ha.se B .. ure1;l.u?, ". 

I.f I w.e,re, t.o tel], y.ou th"t tl;le. 1'.urc;l)!;~.SEl, 
Bureau had not rec!;!iv.ed all afcf-irll\/lc,tiv,e. 
ac;t ion affidayit frOm. your firm, WO,u);a: 
that sllrprise you? . . 

Referring to t,l;le. th~:t;q: page (l,f th,!;!"t 
dpculI\ent, ".StockhqldElr. dis·closp.):"e 
form," i,tO staj:es,,' "In sl?Mesprov:i~;ed: 
1 i st th.e n",mes and; addres.ses. of all 
Own~r5!, d.i~ecto,s"partners,offic;ers 
and indirect owners owning ten ]:>ercent 
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or more interest in the bidder's firm. 
If corporate owner, list in the space 
provided stockholders for corporation 
whose ownership through the corporation 
is ten percent or more of the bidder. 
Complete affidavit at bottom of form. 
If it has already been submitted to the 
Purchase Bureab, use the form for any 
changes and complete the aff idavit. II 
Does your signature appear at the 
bottom of that form? 

A. Yes, sir. 

Q. Did you sign the certification 
indicating that the only owner of 
interest in General Supply Associates 
Laboratories, Inc., was Agnes Froberg 
of 618 Lincoln Avenue, Magnolia, New 
Jersey? 

A. Yes, sir. 

Q. Was that statement true? 

A. No, sir. 

Q. Who witnessed your signature? 

A. Steven Herron. 

Q. Who is he? 

A. He was a member of the firm. 

Q. What firm is that? 

A. Levinson, Vogdes, Nathanson & Cohen. 

Sewerage Chemicals Sold as Air Conditioner Chemicals 

Q. This was a State contract for water, 
fuel and air conditioning chemicals. 
Is that correct? 

A. Yes, sir. 

Q. Could you tell us why Mr. Israel 
submitted bids in the bid application 
for Concentrated Foam Control, a liquid 
formulated for controlling foam in 
waste disposal plants, particularly 
helpful in eliminating foam in aerator 
tanks? Do you know why that was 
submitted in a bid for air conditioning 
chemical s? 
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A. 1016, sir. 

Q. Do you know why Mr. Israel, referring 
to a further seCtion of that bid, 
submitted a bid for Sewer Solvent, 
especially compounded for use in 
municipal ~ewer~? 

A. No, sir. 

Q. Referring to the next bid proposal, if 
you would, C-139, again, a Purchase 
Bureau term contract advertised bid 
proposed for General Supply Associates 
Laboratory, Inc., for automotive part~, 
exCIud ing repai r~, for the per iod 
January 1st, 1980, through December 
31st, 1980, did you sign the bottom of 
that bid application? 

A. Yes, sir. 

Q. Did you know what you were signing when 
you signed it? 

A. No, sir. 

Q. Did you do so at the direction of Mr. 
Israel? 

A. Yes, sir. 

Q. Referring to the ~e. cond . p. a. ge of the 
affirmative action supplement to bia 
specifications, doe~ your signature 
appear on the bottom or was that signed 
by someone else? 

A. That wa~ signed by ~dmeone else. 

Q. boes the signatbre 
Froberg? 

A. Yes, sir. 

indicate Agnes 

Q.Does it inaic'.lte that an affirm'at·iV'e 
action affidavit had been submitted to 
the Purchase Bureau? 

A. Ye's ,~ir. 

Q. Do you know for a faCt whet'heran 
aff irmativeaction 'an idavit had been 
sobm itted t othePu rdhas'eBu r'eau? 

A. No, sir. 
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Q.. Would you be surprised again if I told 
you it had not been? 

A. Yes, sir. 

Q. Referring to the stockholder disclosure 
form on the following page, does it 
again indicate that Agnes Froberg was 
the sole party having an interest in 
General Supply Associates Laboratories, 
Inc.? 

A. Yes, sir. 

Q. Is that document signed by you? 

A. Yes, sir. 

Q. Did you sign it? 

A. Yes, sir. 

Q. Did you know what you were signing when 
you signed it? 

A. No, sir. 

Q. If I were to tell you that we have 
similar bid proposals for boiler and 
fuel oil chemicals, January 15th, 1980, 
to January 14th, 1981, which is Exhibit 
C-140, indicating the same information, 
would your responses be the same? 

A. Yes, sir. 

Two False Names on One State Contract 

Q. If I were to tell you that these 
contracts indicate that General Supply 
Associates Laboratories, Inc., has a 
warehouse, would that be a misstatement 
of fact? 

A. To my knowledge. 

Q. If I were to tell you that these bid 
proposals indicate that General Supply 
Associates Laboratories has a testing 
facility, would that be a misstatement 
of fact? 

A. To my knowledge. 
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Q. I refer you to E)!:hibit 141, another 
Purchase Bureau term contract 
advertis.ed bid proposal for Gene'ral 
Supply Associates for boiler and fuel 
oil chemicals for one year of date of 
award. This cont<;lins .asignature da·te 
of 12/5/80. Did you sign the cover 
sheet? 

A. No, sir. 

Q. Does the name 
Froberg" written 
cover sheet? 

is the name "Agnes 
on the bottom of this 

A. Yes, sir. 

Q, Do you know who signed it? 

A. No, sir. I can only assume. 

Q. Referring to the affirmative action 
supplement on the second page, is that 
your signature there? 

A. No, sir. 

Q. Referring to the stockholder disclosure 
form --

A. No, sir. 

Q. -- does it indicate that 
is the sole owner of 
General Supply Associates 

A. Yes, sir. 

Agnes Froberg 
interest in 

Laboratory? 

Q. Does the written name Agnes Froberg: 
appear as the signature of the 
authorized representative of G.S.A.? 

A. Yes, sir. 

Q. Is that your writing? 

A. No, sir. 

A. Is i.t Jack Israel's.? 

A. It may be. 

Q. Is it witnessed by a John Carri? 

A. Th at's what it look;; like. 
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Q. That is Mr. Israel's alias, is it not? 

A. Yes, sir. 

Q. So Mr. Israel not only signed this, but 
he witnessed it, is that correct, using 
two different names? 

A. I don't know. 

Q. Did Mr. Israel have 
indicating a little 
signing your name? 

a habit of 
circle after 

A. That's the way it appears. 

Q. And does that little circle appear 
after the written name "Agnes Froberg"? 

A. Yes, sir. 

Q. So does that appear to you to be Jack 
Israel's signing of your name? 

A. Very possibly. 

Q. You didn't authorize anybody else to 
ever sign "Agnes Froberg," did you? 

A. NO, sir. 

Q. And I would indicate for the record we 
have a similar contract, C-143, 
automotive parts and accessories for 
General Supply Laboratories, Inc. 
Would your answers probably be the same 
for another State contract? 

A. Yes, sir. 

Q. Do you know how important having a 
State contract is to Mr. Israel and 
General Supply Associates Laboratories, 
Inc. ? 

A. NO, sir. 

Q. Are you still the president of General 
Supply. 

A. Yes. 

Q. Do you know what your company sells or 
does? 

A. No, sir. 
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Q. Where is it located now? 

A. It's still in Marlton. 

Q. And where? 

A. As far as I know, P.O. Box 269. 

Q. Do you know who answers the phone for 
G.S.A. now? 

A. No, sir. 

How Jack Israel Sold Chemicals 

Jack Israel, the next witness, was East coast sales manager 
for Malter International of New Orleans, a producer of cleansers, 
weed killers, pesticides and other chemical products. His 
testimony about the purpose of General Supply Associates and his 
uSe of Mrs. Froberg as a "front" was marked by contradictory and 
evasive responses, as illustrated by these excerptsl 

Q. Do you have a company called General 
Supply Associates Laboratories, Inc.? 

A. I do business for General Supply, Inc., 
yes, sir. 

Q. You say do business for them. 
not your company? 

Is that 

A. Basically, I do not own it, but after 
testifying twice in front of you there 
is a possibility that I do get incom.e 
from it, so there would possibly be 
that I have something to do with it 
that way. I don't own any stock or 
anything like that. 

Q. Can you tell us who owns General Supply 
Associates? 

A. Agnes Froberg, I believe. At this 
point there is no stock issued with the 
corporation, so, basically, I believ.e 
that she did own it and that's .my 
answer. 

x xx 

Q. Tell us how it was formed. 

A. It was formed, basically, okay, where I 
asked Agnes Froberg, okay, to own 
General Supply for me and also be 'the 
president and sec.retary of it.. In 
turn, she said that she would, yes. 
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Q.This president of the company received 
a salary of $25 a month from you? 

A. Agnes 
there 
got a 

received $25 a month and also 
were a couple of times where she 
promotion or somethinq like that. 

COMMISSIONER PATTERSON: You said she 
owned the company for you. I want to 
know what's the difference between 
somebody owning the company for you and 
your statement a little while ago that 
YOll didn't think you owned the company. 

THE WITNESS: I feel that ifa person 
owned stock in the company and if she 
were the president and the owner, they 
would be the owner; If somebody did 
work for the company,· okay, it wouldn't 
mean they owned th~ company but, basi
cally, they supervised or worked for 
the company. 

COMMISSIONER PATTERSON, I would take 
it to mean if I asked you to own a com
pany that I really owned and you were 
running it for me. 

THE CHAIRMAN: Te 11 me the extent of 
what Mrs. Froberq' s ownership was. 
What did her ownership amount to, to 
your knowledge? 

THE WITNESS: Basically, Mrs. Froberg, 
okay, owned General Supply, okay, 1n 
order to really keep my name, okay, out 
of reach of people knowing that I had 
anything to do with General Supply 
where they would in any way go back to 
my employer or hurt me, okay, employ
ment-wise. Basically, she did paoer
work. She answered the phone, okay; 
she helped me on anything that had to 
be done. She s iqned checks for me, 
and, basically, did paperwork. That 
was her extent of it. 

THE CHAIRMAN: That was the extent of 
her ownership? 

THE WITNESS: Yes. 
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x x x 

THE CHAIRMAN: You and I have d iff·erent 
definitions, apparently, of ownership. 

COMMISSIONER PATTERSON: She was 
fronting for you, wasn't she? 

THE WITNESS: No, she was not. 

COMMISSIONER PATTERSON: 
for you? 

THE WITNESS: No. 

Not fronting 

COMMISSIONER PATTERSON: Didn't you 
just say that you didn't want to be 
tied into the corporation because of 
your main job and you needed somebody 
to have their name in the corporation? 

THE WITNESS: I said that she did that 
for me so my name would not be known to 
get me in any trouble, okay, to hurt me 
wi th my company, okay. I do not call 
that fronting, sir. 

COMMISSIONER PATTERSON: Well, I do. 

Israel's testimony also contradicted statements made in sworn 
applications for State contract numbers as to what his General 
supply company (GSA) owned and how many people it employed: 

Q. 

A. 

Q. 

A. 

Did G.S.A. have a warehouse with 15,000 
square feet? 

G.S.A. did not have a warehouse. 

Did your firm have its own testing 
facilitie·s.? 

Testing facilities would be where we 
brought our chemicals from. 

THE CHAIRMAN: Just anscwer the 
question. Did the firm have its own 
testing facilities? 

THE WTTNESS: No, sir. 

Q. Who were the employees and what dtd 
they do? 
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Basically, it 
Froberg, Jean 
Harry Dashoff. 
it. 

would have been Agnes 
Israel, Eileen Adler, 
That would be basically 

x X X 

Q. Do you remember testifying before this 
Commission at Executive Session? 

A. Yes, I do, sir. 

Q. C-49: I am referring to page 19. Do 
you remember being asked a question on 
line 4: "Who were the employees of 
G.S.A.?" The answer: "The, employees, 
basically, were my wife, Agnes Froberg 
and not out front was myself." Did you 
testify under oath that those were the 
employees of G.S.A.? 

A. There is testimony here that I said 
that, yes. 

Israel testified that he purchased enzymes and other sewerage 
treatment chemicals from Arthur Cohen's Hart Co. at Tullytown, Pa. 
Cohen, a previous witness in the Commission's public hearing, had 
concocted a scheme for generating hidden cash from chemical product 
sales. Israel's relat ionship with Cohen was so close that he 
occasionally used Cohen's name or one of Cohen's companies in his 
chemical sales operation. 

Chemical Sales Under State Contract Numbers 

Wastewater treatment chemicals were sold under state contract 
numbers that were assigned to other unrelated products by Malter 
International as well as by Israel's corporate front, General 
Supply Associates. Israel's testimony on this issue continued to 
be evasive: 

Q. Is it not a fact that when one has a 
State contract, the purchaser does not 
have to bid for the item? 

A. When you 
purchaser 
contract. 

have a State contract the 
does not have to bid for the 

Q. Did you have State contracts or did you 
apply for State contracts as the East 
Coast representative of Malter 
International for Malter International? 

A. Yes, I did, sir. 
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Q. And over the years 1978 todat't~ what 
types of State contracts did Malter 
Int'ernational have fn 'the Stat'eof New 
Jersey,? 

A,. They had a contract for automot'lve 
parts, accessories. Th'ey had one for 
boiler and water , fuel additives. 

Q.For the years 19 78 to pres'enterid 
General Supply Associates Laboratories, 
Inc. have a State contract? 

A. Yes, it did, sir. 

Q. What contract did that company have? 

A. Au'tomotivea'nd I think just recehtly 
boiler. 

Q. Could you tell us how you 
obtaining state contracts 
International, G.S.A.? 

went about 
for Malter 

A. We are on a mailing list. The contract 
is sent to you in the mail. In turn" 
you fill the contract out and sent it 
back to the State for the State to 
review it, go over i tand issue you a 
contract number. 

Q. Was Malter International or were you 
questioned as the East Coast 
representative of Malter International 
by Captain Carey of the Collingswood 
Police Department regarding Malter's 
use of State contract numbers to sell 
to Collingswood? 

A. Yes. I was, sir. 

Q. Is it not a fact that Malter sold 
enzymes under its St ate contract for 
automobile parts and supplies to the 
Town of Collingswood Waste Water 
Treatment Plant? 

A. I understand that bids were sold to 
public works and it did say enzymes. 

Q. Th is was sold under a contract for 
automobile parts and supplies? 

A. I don't recall. There were Sta'te 
contract numbers. I did not Sell th'e 
account. I wasn't aware. 
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Q. Were you in charge of the sales person 
who sold that account? 

A. The sales person did work for me. 

Q. You are the one who obtained the State 
contract for that sales person to use; 
is that correct? 

A. For the whole state, yes. 

Q. Did you ever sell enzymes under a State 
contract for boiler supplies? 

A. Myself personally? 

Q. Malter international in the St ate of 
New Jersey. 

A. Could be a possibility it was sold by 
Malter. 

Q. Do you think it is proper for Malter 
International to sell enzymes under 
State contracts for boiler supplies? 

THE CHAIRMAN: Does he understand that 
those purchases are outside the scope 
of the authority of the contract? 

(The witness confers with counsel.) 

THE WITNESS: I don't know that, sir. 

THE CHAIRMAN: You what? 

THE WITNESS: I don't know that's 
beyond or within the scope. Basically, 
one answer could be yes and one answer 
could be no. I don't know what is 
legal and what is not by that contract. 

Q. Have you submitted bids and have you 
seen those bids at the SCI headquarters 
in Trenton, written bids for boiler and 
fuel oil chemicals wherein you 
indicated you would sell enzymes under 
those bids? 

A. I said I sold them bids at the hearings 
I had with the SCI. 

Q. You included enzymes as one of the 
items? 

A. There were enzymes, yes. 
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Q. DO you think it is proper to sell 
ehzymes under that contract to public 
bodies? 

A. That's the same question. I don't know 
if it is or isn't. 

Q. Do you know what -- the enzymes are 
primarily for use in sewerage waste 
water treatment plants? 

A. No; they are not primarily for the 
waste water. 

Q. The enzymes you sold for Malter 
Internat iona I, were they des igned for 
use in sewerage waste water treatment 
plant s? 

A. The enzymes that were sold from Malter 
are two different types; the label on 
ohe Says sewer plants. It could be 
used anywhere, under a kitchen sink. 

Q. Would it be used to treat or to add to 
boiler and fuel oil chemicals? 

A. Can it be added to a chemical to make 
another chemical, if that' swhat you 
areaskihg., no. 

Israel,.' s l?<I1es, Through General Supply Associates 

Q. Did you obtain State 'contracts for 
G.B .A. also? 

A. Yes. 

Q. Als 0 fora utomobileparts and suppl ies 
'ahdboiler and fuel oil chemicals? 

Q.tid you includei:n those contracts, .in 
your bids for thos'e contracts enzymes? 
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A. There was enzymes in the bids. 

Q. How important is it for you as a 
chemical salesman to get State contract 
numbers? 

A. Not really that importnat. 

Q. Are you willing to 
certify to get those 
numbers? 

A. No, I am not. 

lie or 
State 

falsely 
contract 

Q. I show you what's been marked C-138 and 
I am handing your counsel a copy of 
that. Ag a in it's a Pu rchase Bureau 
Term Contract, advertised bid proposal 
for water, fuel and air conditioning 
chemicals, General Supply Associates 
Laboratories, Inc. 

Did you direct Agnes Froberg to sign 
that cover page as president? 

A. She did sign it. 

Q. Did you direct her to sign it? 

A. I don't remember that. 

Q. Would she have signed it on her own 
without direction from you? 

A. Basically, she would sign if I asked 
her to. 

Q. Referring to the next page, Affirmative 
Action Supplement to Bid Specifications 
indicating affirmative affidavit to the 
purchase bureau ••• Did you direct Agnes 
Froberg to sign that page? 

A. I don't remember that, but she did sign 
it. 

Q. If I were to tell you that the 
affirmative action affidavit had not 
been submitted to the purchase borough, 
would that surprise you? 

A. Was not submitted, yes, sir, it would 
surprise me. 

x X X 
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Q. Mr. Israel, at that time did you ha~. 
any indirect ownership of G.B.A.? 

A. I stated, okay, that I did not own any 
stock, but seeing that I was in two 
hearings with you, okay, there could be 
now a possibility since I did derive 
income from it that I have an ownership 
in it now, but not at that time until 
you brought it to my attention. 

Q. Did Agnes Froberg have any stock in the 
corporation at that time? 

A. Basically, we have just found out that 
there was never any stock issued. 

Q. Can you answer the question yes or no? 

A. I don't think I can the way you are 
asking it. 

Q. Isn't it a fact that Agnes Froberg 
just a front for the corporation, 
didn't have any interest in 
corporation on the date this 
signed? 

was 
she 
the 
was 

A. Agnes Froberg was not a front for the 
corporation. 

Israel's Testing Lab, Warehouse Belonged to COhen 

Q. Under item three of this application 
Sales Service A, "Does your firm have 
its own testing facilities?" The box 
marked "Yes" is checked. That was hot 
true; is that correct? 

A. Tha t was true because any test ihg that 
had to be done would have been done at 
Hart Chemical. They did have testing 
laboratories there. 

Q. That was Arthur Cohen you are referring 
to? 

A. Hart Chemical had 
testing equipment. 

the laboratory 

Q. Wh.re did they have this laboratorY? 

A. would have been at their warehouse. 

Q. Where is that? 

A.. Tullytown. 
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Q. How could you state this was your own 
testing facilities? 

A. Basically, the same way as Malter, 
okay, would go out to someone to do 
their testing. It would still be 
Malter's testing if you pay for it. 
Sure they have their own testing person 
and they come back and pay for it and 
that's the test. 

COMMISSIONER 
quest ion say 
does it say 
facility? 

FRANCIS: 
is it your 
is it your 

Does the 
own test or 
own testing 

THE WITNESS: Testing facility. 

COMMISSIONER FRANCIS: 
different from a test? 

THE WITNESS: No, sir. 
testing facility that we 
bought boiler chemicals 
Chemical, then we did have 

Isn't that 

It was a 
had. If we 

from Hart 
a --

COMMISSIONER FRANCIS: Did your company 
own a testing facility? 

THE WITNESS: It says -- it doesn't say 
own. 

COMMISSIONER FRANCIS: You are making 
some distinction that toially eludes 
me ••• I would like the witness to tell 
me what distinction he makes between 
have a testing facility and own a 
testing facility. 

THE WITNESS: If I had my own test ing 
facility, it would be somewhere where I 
would send something and have it 
tested. If I owned it, it would mean a 
company that I personally owned. 

COMMISSIONER FRANCIS: So you thought a 
question on an affidavit form that said 
does your firm have their own testing 
facility, you thought that meant do you 
have tests made somewhere? Is that 
what your testimony is? 

THE WITNESS: No, sir. 
exactly what I put down. 
your own testing facility; 
still yes. 

I thought 
Do you have 

my answer is 
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COMMIS.SrONER FR~NCIS: Wh"t' s the neJ!it. 
iipe after that qqe.stipn,? 

THE WITNESS: 
~n~i Vidu",ls ,i 

COMMISSIONER FR~NCIS: Is that the n.ext 
lin~?: Do YC;:>u, b.~Ve tt::c;:>qQl e ~~ij,9in,g?' ". 

'IjHE WI'l)t{ESS: "Sales. service. ". E;1t~u.s.e 
me, sir. "J:)pes' yoql;' firm hij·ve·the1r 
6,~.r{'!' --'" 

COMMISSIONER, FAANCIS.: 
± srael; ]. et i. s go on.e. line 
will youreijd tbat? 

TH~ WITNESS: uHf not," 

Okay,. M:t: •. 
t;>eYO!)9 th",t., 

COMMIS.pI.ONER FEf;)':I.q.p: I.S the nel!t, Une 
"lif not, n",me \;he company and, addr.ess 
for· which yqur f,ir;m u,s,es ~or \;e.E;);i,ng."?: 

'liRE W,ITNESS: It dOeS: SijY that. 

COMMISS.I.oNER FRAN.CIS:,. Whq,t di.d YOLL I?q,t 
in. there?: 

T,HE WlTNESS.: I di.dn't put anything. in 
there. '. 

COMM,ISSIONER FRA1'lCIS': Why not.? 

TJJ',E. W;rTN$sg: Bec",.us;e, bas~;cal)y,. I. tti'\.d 
a,. ~i;r:m tha.t V;as dqing testing for us •. 

cQMM.;rSSli.oNER FR,I\:NGIS:, I: give up. 

Q. qpin9 down tq,. the se.nt.eN:.e, en\lmera,t.ed 
E" ".ope.s. y.O\l,r;. f.i.p,nl, w"r,e,hquse the; 
prodUcts qJ.lpted. he.·r,ek!)?:'" The qnSWer 
cOl)tijine5j .. pn, t,hi"s, "pplica,tipn is, "Yes." 
If.· sq, how .. mijny. sqJ.l'are feeL Ex,cl.1se 
me.. "'H,· sp, hqw.. mC'l)'lY. squ"'.re fe.et· of 
s .. p'prage,. do you. ha;y.e?" And· written in 
here,. i·s, "·"5,00'0' squ,ar,e, ie,e,.t; •. " 

Ai' . Nc;:>, s).r. 

Q. Did; y,ou,. have. a w,,,reho\lse? 
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Warehouse was Hart Chemical 
bought all my chemicals and I 
had about 15,000 square foot. 

where I 
think he 

Q. Do you own part of Hart Chemical? 

A. No, sir. 

Q. Do you have any agreement with Arthur 
Cohen? 

A. No, sir. 

Q. Then the warehouse is not yours, it's 
Mr. Cohen's? 

A. I buy my supplies from Mr. Cohen which 
would be my warehouse for shipping. 
They ship all my chemicals out of Hart 
Chemical warehouse. 

THE CHAIRMAN: I take it you think you 
answered all these questions honestly, 
forthrightly, and correctly; is that 
right? 

THE WITNESS: I know I have to my 
belief. I have answered these 
questions honestly and truthfully. 

Sold Enzymes As Auto Parts and Supplies 

Q. In that 
bid ••• for 
compounded 

bid further on did you 
sewer solvent specially 

for use in municipal sewers? 

A. There were brochures turned in with 
bids. 

Q. This was under a contract for water, 
fuel and air conditioning chemicals; is 
that correct? I 

A. Yes, sir. 

Q. Did you 
contract 
state? 

sell enzymes under any State 
to any public body in the 

A. I do not remember. I could have, okay, 
on a few, buy I don't remember. 

Q. I show you what's been marked as part 
of C-1S2. 

A. Yes, sir. 



Q. Did you s,~ll contra.cts to th~ -.,. did 
you sell enzYJIles to the BorOllgh of 
Audubon under a State ",ontra",t nUl!lher:~ 

A. 

Q. 

A. 

I s.old 
Audobon 
number •. 

enzym~s to the Borough of 
and I d.o !:i.ee a State cont,ract 

\\las the 
Frooerg? 

vOllcher signed o·y Ag})eS, 

Signed by -- Agnes Froberg' 5 name,. 
signed it. 

I. 

Q. IE I were to tell. you that th.e Stat~ 
contract numb.er Were for a.lltomobile 
par:ts and supplies, will you t;ell 45 
how yOll welre able to. sell. to a pub!i c 
body e.nzymes for s·ewerage treC\tmen,t 
under a contract fO.1: automob.He pa.1fts 
Clnd. supplies.? 

A. BClsicClll,y, OK<W. r don" t r~me.mp.er: thC\t ,. 
bllt it I s .. down here. 

Q. You admi t llsing a State con.trClct, the.n, 
to sell to public podies? 

A. I didn.' t rememb~r un.til You showed, me 
this.. I still don 't recollect, OKClY, 
what was done, bu.t it IS irlere in fr:O\1.t 
of me. 

Q. As a mat.ter of f'i\ct, !1alter 
In ternat ional sold to puol, i c bod ies. 
using Sta.te contract numpers, sold 
sewer ch~m.icals to, sewerage treatmen,t 

A. 

plants; is that cOrlrect? . 

Ma It e r J;nt e·1: \lC\. t i,9\1a), 
contracts tO$el,l to 
ye.s, sir, 

u!:ied State 
mu.nic iPClU tiep 

The Documen.t With IprC\el I 5 TwO false Signatures 

Q. 

A. 

Q. 

Mr. J;srael, time and time again, did 
you sig,n AgnepFrooerg I S name to. 
affidavits. wh.en <lpply~ng for purchi;l.s~ 
bureau term contracts with the State? 

Yep, I did, with her permipsion. 

Oid you ever have occasion to not O\1+y 
sign her name but witness the sign<ltllre 
with one of yOU)f aliases or l11ith. an 
ali<ls? 
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A. Yes, sir. 

Q. I show you what's been marked C-141, 
Stockholders Disclosure Form. Who 
signed that? Who placed the signature 
of Agnes Froberg on that document? 

A. I did. 

Q. Who witnessed the signature of Agnes 
Froberg? 

A. I did. 

Q. What name did you use to witness the 
signature of Agnes Froberg? 

A. John Cerri. 

Q. Again, I ask you how important is it 
for a chemical salesman to obtain a 
State contract? 

A. It's nice to have it, but it's not life 
or death. You can sell without it. 

Q. You would go to the extent of falsely 
certifying documents to obtain them? 

A. I never falsified any documents to my 
belief. 

EXAMINATION BY THE CHAIRMAN: 

Q. Is it your understanding it's perfectly 
proper? Have you ever been ad~ised by 
an attorney that it's perfectly proper 
to sign affidavits to swear to 
something by the use of somebody else's 
name? 

A. Basically, sir, I was never advised of 
what was right or wrong, but I used 
John Cerri as an alias to keep my name 
from the public and to this day I feel 
I haven't done anything wrong, okay, or 
anything criminal, but doing what I 
thought was right. 

Q. Even today you think you may sign this 
girl's name if somebody gives you their 
permission to sign an affidavit? 

A. As of today I feel stupid in the 
matter, but I don't feel I was wrong. 
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Q.. Ju..st stupid? 

A.. Certain things show I didn't think 
before I did something. 

Israel' s Testimony Ref erredt.Q AttornEiyGe.ueJ:al 

EXAMINATION BY COMMISSIONER FRANCIS: 

Q.bid G.S.A. make any sales under any 
State contract numbetl? 

A. I don't remember, sir, until what you 
showed me today. 

Q. Having seen that today, would you 
answer the question did G.S.A. make any 
sales under those State contracts? 

A. I still don't remember because you are 
showing me something that I don't 
recall back to that time what was said. 

EXAMINATION BY THE CHAIRMAN: 

Q. Aren't these documents evidence of such 
sales? 

A. They are vouchers. They are not 
G.S.A. sales forms. They are voucher I 
filled out by the municipality. The 
only thing I did was sign my signature 
accept ing it was rece i ved, okay, and 
for payment. I did not add anything 
else to it. 

EXAMINATION BY MR. GEISLER: 

Q. Mr. Israel, one .. l~lt . question •. ' The 
enzymes that: iou. sold to. the borough O'r 
town of Aud'oboti) . they we're purchased 
from Mr. Cohenr is that correct? 

A. They-were 
Chemicals. 

from Hart 

Q. M:r. Cohen? 

A •. Hart Chemf cals. 
sir. 

He owns that" yes, 

Q. Those enzyines by using the S't:ate 
cont.ract number, thOSe were sold 
outside o·f the State bidd'ing 
requirementsr is that:. correct? 
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A. I wouldn't know that answer. 

Q. You didn't have to submit a bid when 
you sold to Audubon, did you? 

A. You don't have to submit a bid -- if I 
sell up to a $500 now you don't have to 
submit a bid. I could sell five orders 
for $499 everyday of the week without 
getting a bid. I can also sell up to a 
thousand dollars by giving a verbal 
bid. I can also sell up to $4500 going 
to bid as many times as I see fit, if 
you will accept my bid. That's a state 
law. 

COMMISSIONER DEL TUFO: As I said this 
morning with respect to Mr. Cohen, I 
believe the transcript of Mr. Israel's 
testimony should be referred to the 
Attorney General's Office for review. 
I certainly don't concur with your 
construct ion of the bidding statutes, 
nor do I concur with your view of 
signing affidavits. I believe it 
should be referred to the Criminal 
Justice Department. 

State Purchase Bureau Witness Explains System 

This episode's final witness was Angela Corio, a procurement 
supervisor in the State Purchase and Property Division's Purchase 
Bureau. She testified as an expert on the State's contract number 
system. Excerpts from her testimony included: 

Q. Are you familiar with shopping list 
term contracts ordered by the State of 
New Jersey? 

A. Yes, I am. 

Q. Could you tell us what they are? 

A. A shopping list contract includes a 
number of items from a number of 
vendors which mayor may not overlap. 
The purpose of a shopping list 
contract is to cover items which we buy 
in the course of a year of which we do 
not know the quantities at the onset, 
and to provide a convenience so we have 
a source of supply for those items. 

Q. Are two of the shopping list contracts 
auto parts and supplies and boiler 
chemicals? 
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A. Yes.. 

Q. Let me 'ls~ YOll: J:n applying for a 
State contract if an individual submits. 
an affirma,tive a.ction employee 
information report which indicates. the 
compa,ny is ngt complying with. tl;le state 
requirements, will th'ltcompany re6eive 
a contract? . . 

A. No. 

Q. yoq have receiveq inj:orm'ltion tilat 
companies are using State contlO"act:;, to 
sell outside of the bid laws of the 
state? 

A. Yes. 

Q. What types of contracts are they using 
to do that? . 

A. Primarily shopping list type contra.cts, 
am.ongthem auto P'lrts., 

THE CHAIRMAN: Wh1;t W'" <;I)::e 
fundamentally in.t.ere.sted in, if I lIlay, 
is your knowledg.e of the system. We 
would lik.e YOlir recoll\mendqt~ons, if ye.u 
have any, fora .ch<mg.e in ·th,e system 
,that ,would t i.ghten the system and mqke 
H mor.e effec.tive. 

THE WITNE.S.S: 'l.es.; 'il:e lose poutrol in 
,those are.as ,wh.erecon,t.racts are 
extendee;! .to local go.ve.rnments.. l)nder 
the presen,t system ,t:hey are not 
;required to ·report t.ouswithregardt.o 
·whattheypu,rchase o.nthose contracts 
0,rth.ede.1laral1]0.un.tl?,elCpended. If )ole 
knew more speci.fiCally.w,hat i tis that 
was .pur.ch.as.ed, ,'V{,e 'w9u~d beClblet.o 
elimina,teshapping 'lists. We ·w.oule;!be 
ablete. de.t.ermcin.e l,ine item 
,r,equirement,s .b.ased· on quantities .ol. 
·vendops,compst.e qnthose 'flpec.i;f;ic 
i:temsin ,the.quantJ,t.,ie.s ,that we neee;! 
and obtaingpencol1)petitionand IthinJ< 
b.etter pricing. . . 

CQMMISSrONE'R .. D.E.LTUFo.: It's 1a<:;k .of 
information now whichcreatespr9ble!Jl.S 
i.ntryingto--
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THE WITNESS: One of the aspects, yes. 
The other is we do not have the staff 
to police the contracts. We are in the 
business of buying. We do not do 
auditing, or within severe limits we do 
follow up. We do not have the staffing 
to do that. 

THE CHAIRMAN: 
would you 
situation? 

What additional staff 
need in the present 

THE WITNESS: Well, presently our 
cooperative purchasing section consists 
of one person and all she does 
essentially is mail copies of our 
contract awards to interested 
municipalities. It's a clerical 
position. She merely is a mailing 
person. She does not monitor the 
contract. She when asked for advice 
most often cannot give it to 
municipalities, and it is either 
referred to the local public finance 
office or to the township attorney or 
board attorney, as the case may be, for 
a decision. 

COMMISSIONER DEL TUFO: would it be 
your view, then, if one is going to 
have this type of system which is by 
virtue of people qualifying for State 
contracts not having to submit to 
bidding, that if that system is going 
to be in place what is required is 
information to be supplied to the 
treasury and for staffing to oversee 
the operation of that system? 

THE WITNESS: Yes1 if the law is to be 
met. 

COMMISSIONER DEL TUFO: 
way the law stands now 
possibility for abuse? 

THE WITNESS: True. 

Otherw ise the 
there's great 

Kickbacks Led to Overbuying of Sewerage, Chemicals , 
The Commission's inquiry into the activities of another 

chemical peddler, Samuel Jacobs of Marlton, led to the discovery 
that 20 percent kickbacks were his primary inducements for making 
sales. Even his personal business cards, which were highlighted by 
a large "$" sign, suggested that greedy sewerage plant operators 
could make money dealing with him. The next public hearing episode 
describes kickbacks to chemical product buyers at the Beverly 
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Sewerage Authority in Burlinqton County and at the Pennsauken 
Sewerage Authority, Magnolia Sewerage Authority and the sewer 
department of Collingswood Borough, all in Camden County. 

unneeded Chemicals Dumped at Beverly 

One of Jacobs's customers was Gustav Neber, whose purchases 
were so excessive that he had difficulty dumpinq or otherwise 
disposing of unneeded chemicals. Weber dealt with ,Jacobs at 
Beverly Sewerage Authority and then for seven months at the 
Collingswood sewer plant before moving to Florida. 

The first witness in this episode was Fred Weller, who was 
questioned by SCI Counsel James Hart about conditions at the 
Beverly Sewerage Authority when he was appointed. acting 
superintendent to succeed Weber in De.cember, 1980. One problem 
that immediately confronted him was that dumping of excess 
chemicals by Weber had disrupted the sewage treatment process at 
the plant. Excerpts from Neller's testimony tollow: 

Q. Upon commencing your duties as acting 
superintendent did you notice anything 
unusual about the effluent, that is the 
product that was produced by the plant? 

A. Yes. The effluent was very poor at the 
time I took over. 

Q. Could you give the Commission a 
comparison between the effluent and the 
influent at the time you commenced your 
duties as acting superintendent? 

A. The effluent was about the same quality 
as the influent of the plant • 

. Q. I take it that is not normal, sir, is 
it? 

A. No, it is not. 

Q. How should it have been? 

A. The effluent shoUld have been mlilch 
cleaner and less Bob organic growth. 

THE CHAIRMAN: That was. shortly after a 
man named Neber had lett? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: You found cond i tioris 
that weren't ideal; is that correct? 



Q. 

-279-

THE WITNESS: Yes. 

Can you tell me are 
treat the influent 
plant? 

chemicals used to 
going into the 

A. Yes. There are some chemicals used. 

Q. Who is currently in charge 
purchasing those chemicals? 

of 

A. Currently I am in charge. 

Q. Can you tell this Commission the types 
of chemicals that you purchased and 
used at the plant, sir? 

A. I use 
solid 
create 

a degreaser 
grease and 
a growth on 

that would dissolve 
I use enzymes to 

trickling. 

Q. Do you use any chemicals other than 
those two? 

A. No, sir. 

Q. Can you describe for the Commission the 
results you have been getting since 
December of 1980 with the use of those 
two chemicals. 

A. Excellent results. 

Q. When you first started at the Beverly 
Sewerage Authority did you notice 
anything unusual about the supply of 
chemicals that was on hand? 

A. There were a large stockpile of 
chemicals that had no use in the plant, 

. that were unable to be used. 

THE CHAIRMAN: This stockpile you found 
when you went on the job apparently had 
been placed there or brought there by a 
man by the name of Weber; is that 
correct? 

THE WITNESS: Yes, sir. 

Q. Can you tell me what types of chemicals 
were on hand? 

A. . .. There was a Slow-Grow control for 
grass that's used on parks and 
recreation fields. There were drums of 
solvents for cleaning electric motors. 
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There were solvents there for washing 
down concrete. And several drums of 
degreasers. 

Q. Do I tal>e it, sir, that none of those 
chemicals have a use in a sewerage 
authority plant? 

~. There were a few of the chemicals that 
were used. Degreaser!; were used, and 
weed killers were used. 

Q. The rest of the chemicals you mentioned 
would have no purpose? 

A. No purpose. 

Q. Can you tell me how much 
Chemicals were on hand 
commenced your dqties? 

of those 
when you 

A. There were about 20 drums of chemicals. 

Q. 20 drums of chemicals. that had no use 
or purpose in the sewerage plant? 

A. Out of the 20 drums I would say five of 
them -- we used 5 of them. 

Q. There w.ere 15 drums that serv·ed no 
purpose? 

~. No purpose. 

Q. Were those. drums filled or emp.ty of 
chemicals., sir? 

A.. Full. 

Q. Were there. s.ev:.el{a,l E1mpty drums? 

A. Roughly 10 to 15. 

Q. Can you t.ell me". sir, since you have 
be,.en purchasing chemi.cals since 
De.cembex of 1'98.0 based upon your 
experience in the purchasing, can you 
es.timate for the .. Commission the value 
of the. chemicals, that. were on hand when 
you commenced your duties and that 
would s.erve no purpo,$e in a sew.erage 
authority plant? 

l',. I w.ould eS.tima,t.e. $50·0· a drum,. each 
drum, 15 d,r;ums. 
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Q. That would be approximately $7500, sir? 

A. Yes. 

Q. I take it, then, that spending money, 
spending $7500 for those types of 
chemicals would have been wasting that 
money; would that be a fair statement? 

A. Yes, sir. 

Q. Did you receive any information, sir, 
that the empty drums about which you 
just spoke had contained chemicals that 
were dumped, and by "dumped," I mean 
wasted, thrown away, destroyed for the 
purpose of getting rid of them? 

A. Yes. 

Q. How did you receive that information, 
sir? 

A. When I took over the plant I spoke to 
the other men that worked in the plant, 
the laborers, and when I asked them 
where did the chemicals go that were in 
the empty drums from behind the plant, 
they indicated that Mr. Weber had 
informed them to set these drums up at 
the head of the plant and open them up 
and to also pour some of these right 
out into floor drains. 

Dumped Chemicals Polluted River 

Q. Where do items or objects or liquids 
that are dumped into the head of the 
plant eventually empty into, sir? 

A. The Delaware River. 

Q. What about the floor drains, where 
would they lead to eventually? 

A. They would 
plant and 
river. 

head back to the head of the 
eventually end up in the 

Q. So, I take it, then, that any chemicals 
that would be dumped in those two 
locations would eventually end up in 
the Delaware River? 
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A. Ye.s, sir. 

Q. Can you tell me, sir, why Mr. Web",r 
would have ordered those· chemical s 
dumped? 

A.. He was under. the understanding I was 
coming back to work at the Beverly 
plant and a lot of the che~icals were 
~oved around the plant, hidden in 
different rooms and covered over with 
things and he was 9",tting prepared to 
leave; and he knew that the inventory 
of chemicals was way too high and. when 
I took over the plant, he kept 
ind icat ing to me to make sure that I 
explained to the authority that the 
plant needed chemicals to operate. 

·Sprinkle Deodorizer ArOund ~he Yard-

The next witness, Johi1 Wills, came to work at Bev<;!rly Sewerage 
Authority four months before Weber quit his job as Beverly's 
superintendent. Wills, the authority's assistant plant 
superintendent, recalled Weber's apparently frantic effort to 
dispose of all the excess chemicals he had purchased. Questioned 
by Counsel Hart, Wills testified: 

Q. Did Mr. Weber ever order you to dUmP 
chemicals, that is to waste them, to 
get rid of them? 

A. Yes, sir. 

Q. Can you tell me when that was, sir? 

A. It was about three months or two months 
after I started working th<;!re. 

Q. I take it, then, that would have been 
about two monthS befqre Mr. Weber l<;!ft? 

A. Yes, sir. 

Q. Can you tell me whatever he said to you 
concerning the dumping of the 
chemicals? 

A. He told me what dru.ms to set up at the 
head of the plant and Io/hat drums to 
spread around the yard to get rid of 
I don't know to get rid of; he told me 
to set it up. 

Q. You said something about chemicals in 
the yard? 



-283-

A. Deodorizer; he told me to sprinkle it 
around the yard. 

Q. The chemicals that were at the head of 
the plant, were they eventually dumped? 

A. Yes. 

Q. Who dumped them, sir? 

A. Mr. Weber. 

Q. Did anyone help him? 

A. No. 

Q. Did you see him dump the chemicals? 

A. Yes, sir. 

THE CHAIRMAN: They were dumped on the 
ground or away from the sewerage system 
itself? 

THE WI TNESS: 
bar screen. 

No. Dumped at the head 

Q. What type of chemicals were dumped? 

A. Degreaser. I am not too familiar with 
any of the chemicals that he dumped. 

Q. In addition to degreaser, was soap also 
dumped, barrels of soap? 

A. Yeah. 

Q. What type of soap was that, sir? 

A. Detergent that you mix with laundry. 

Q. Laundry type detergents? 

A. Yeah. 

Q. How many barre~s were dumped? 

A. I myself remember about five that I set 
up. 

Q. Did anyone else set up any additional 
barrels to be dumped? 

A. There was a man working with me; his 
name was William D. Griffith. Gus told 
him to set up some, too. 
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Q. What was the size of these barrels that 
we are talking about? 

A. Some were 55 gallons and some are 35 
gallons. 

Q. I take it this dumping, sir, was an 
extraordinary way of getting rid of 
these chemicals, was it not? The 
dumping of chemicals didn't serve any 
purpose in the system? 

A. At that time I wasn't familiar. I just 
did what he told me to do. 

Q. Looking back on it now, did the 
chemicals serve any legitimate purpose? 

A 0 No, sir. 

Q. Do you know whether or not Mr. Weber 
had been asked to resign his position 
as superintendent? 

A. I don't recall. 

Q. Can you tell me whether or not any 
barrels of chemicals were removed from 
the site of the plant itself? 

A. At one time Mr. Weber informed me that 
a truck would be pulling into the plant 
and that I was supposed to put two 
drums on that truck and I did that. 

Q. Did you dump chemicals anywhere else 
upon Mr. Weber's instructions? 

A. We had six drums of digestants which he 
had told me to take two up on top of 
the plant and he dumped it from there. 
He had William D. Griffith set up two 
more drums and two holding drums w,e had 
in the ground. 

Q. Were some of those drums dumped into 
floor drains? 
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A. That I really can't -- I don't know. 

Q. Did you notice empty drums, sir, in the 
back of the plant? 

A. Yes, sir. 

Q. Were you led 
those empty 
chemicals that 

A. Yes, sir. 

to believe, 
drums had 

were dumped? 

sir, that 
contained 

Q. How many empty drums were in the back 
of the plant? 

A. I would say approximately 12 all told. 

Q. Are those drums still there, 
empties? 

A. No, sir. 

the 

Q. Did Mr. Weber indicate why he wanted 
these chemicals dumped? 

A. No, he didn't. 

Q. Do you know a chemical salesman by the 
name of Sam Jacobs? 

A. Yes, sir. 

Collingswood Sewer Depactment Abuses 

In October, 1981, Deputy Police Chief William Carey of 
Collingswood was assigned to investigate allegations that the 
borough had paid for more chemicals than necessary to run its 
sewerage system and that State bid laws had been violated by misuse 
of the State contract numbers system for expediting certain types 
of governmental purchases. Gustav Weber, who previously had worked 
at the Beverly Sewerage Authority, had been head of the 
Collingswood sewer plant durinq the period when the alleged 
wrongdoing took place. Questioned by Counsel Hart, Chief Carey 
testified about his investigation as follows: 

Q. Were you able to determine who was in 
charge of purchasing chemicals at the 
Collingswood Sewer Department? 

A. Yes. The department head was Gustav 
Weber. 

Q. Was he there, sir, when you began your 
investigation? 
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A. No. He had left in July of that year. 
He had terminated his employment in 
July of that year. 

Q. Where did he go, sir? 

A. I later found Out he went to Florida. 

Q. Do you know for what period of time he 
worked as the sewer superintendent? 

A. From January 1, 1981, until July 17, 
18. 

Q. Do you know why he left his position 
there? 

A. I found that he was hired on a tempor
ary basis for approximately a year. 
That was the arrangement he entered 
with the board of commissioners, to 
work for approximately a year because 
they were supposed to have another 
employee get a license to run the plant 
and that was Gus 

Q. He stayed 
months? 

for approximately seven 

A. Yes. 

Q. During your investigation did you have 
occasion to check municipal vouchers to 
determine the amount of chemicals Mr. 
Weber had purchased during the seven
month period that he was the superin
tendent? 

A. Yes. 

Q. I would like you to look, sir, at 
what I s been marked as Exhibit C-14. * 
It will be placed on the easel in just 
a moment. Do you recognize that 
exhibit, sir? 

A. Yes, I do. 

'* See, Chart, 'next page. 



CHEHICAL PURCHASES BY GUSTAV W. WEBER, JR. AT THE BOROUGH OF COLLINGSWOOD SEWER DEPARTMENT 

DOLLAR AMOUNT 

$6,000 

$5,000 

$4,000 

I 
f"
ro 
M $3,000 
I 

$2,000 

• 
$1,000 

• 

$914.10 

JANUARY 

JANUARY TO JULY, 1981 

$5,678.65 

$1,956.65 

$1,683.15 

FEBRUARY HARCH APRIL HAY JUNE JULY 

WEBER'S TOTAL PURCHASES- $14,920.57 
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Q. What is depicted on that exhibit? 

A. On the left a dollar amount in 
thousands of dollars and on the bottom 
the period January through July, which 
represents Weber's tenure in office. 

Q. What was the 
chemicals he 
period? 

total amount, sir, of 
purchased during that 

A. $14,920. 

Q. I notice, sir, about the month marked 
April there seems to be a considerable 
increase in the dollar amount of 
purchases made by Mr. Weber that month. 

Do you have an explanation or did you 
come to find out a possible explanation 
for that, sir? 

A. Yes. When I talked with the two 
fulltime workers at the sewer plant, I 
learned from them that Gus indicated 
that he intended to leave initially at 
the end of April. 

Q. Now, I notice above the month of June 
there is quite a drastic increase in 
the dollar amount of purchases he made 
in that month. I take it from the 
previous testimony, sir, that was just 
prior to his departure from the sewer 
department; is that correct? 

A. That's correct. 

Q. This approximate $15,000 worth of 
chemicals that Mr. Weber purchased, can 
you tell me how that compared to the 
normal dollar amount of chemicals 
purchased for the sewer department? 

A. Yes. I questioned the clerk that 
handles that account with the borough 
and there's a $20,000 appropriation for 
the year for chemicals to run the sewer 
plant. 

Q. Were you told, sir, that there were 
certain chemicals that made up the bulk 
of the purchases of this $20,000? 
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A. Yes. It was explained to me that to 
run the sewer plant the two bulk 
chemicals that were required were 
polymers and chlorines, and there were 
approximately $7,000 worth of those 
chemicals needed per year to run the 
sewer plant. 

Q. So there would have been $13,000 
remaining in a calendar year to 
purchase other types of chemicals 1 is 
that correct? 

A. Yes. 

Q. And in some seven months Mr. Weber had 
already expended approximately $15,000 
worth? 

A. That's correct. Exclusive of polymers 
and chlorine. 

Q. Were you able to determine from whom 
Mr. Weber had purchased this some 
$15,000 worth of chemicals? 

A. Yes. There was six different chemical 
companies. 

Q. Was one of those companies Malter 
International? 

A. That was the company that he purchased 
the majority of his chemicals from. 

How Bid Laws Were Broken 

Q. In your examination of the borough 
vouchers, did you observe vouchers made 
out to Malter Chemical Company? 

A. Yes. 

Q. Did those vouchers relating to Malter 
contain State contract numbers? 

A. Yes. 

Q. Did you have occasion to check with the 
State Department of Treasury concerning 
those contract numbers? 

A. Yes, I did. 

Q. What were the results of your inquiry 
with the Treasury Department. 
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A. I found that Malter International held 
no contract to supply sewer chemicals; 
that the contract number on the 
vouchers was for auto accessories. 

Q. And did the Treasury Department tell 
you anything about the selling of 
chemicals to sewer plants under an 
automobile or automotive part contract? 

A. They told me that it was not allowed 
under the contract that Malter held; 
that in no way were they able to supply 
chemicals to a sewage authority under 
that contract. 

Q. During your investigation did you have 
occasion to check with other municipal
ities or other authorities where Mr. 
Weber had worked prior to Collingswood? 

A. Yes. I had learned that he had worked 
at the City of Beverly and for a 
private corporation named Kings Grant 
in Cherry Hill prior to coming to 
ColI ingswood. 

Q. Had they experienced similar problems 
with Mr. Weber insofar as over-pur
chasing of chemicals is concerned? 

A. Yes; I called them to determine whether 
there was a pattern of that type in 
Mr. Weber's behavior and I found from 
both of those authorities that during 
his tenure with them he had over-pur
chased chemicals also. 

Q. In regards to t1alter International did 
you have occasion to speak to any 
representatives from that company 
concerning the State contract numbers 
they were using in Collingswood? 

A. Yes, I did. 

Q. Who did you speak to? 

A. I spoke with Martha Gold, the sales 
person, and with her supervisor, Mr. 
Jack Is rael. 
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Q. Did they offer an explanation to you 
concerning the use of the State 
contract numbers for automotive parts 
when they were selling or when the 
salesman was selling to a sewer 
department? 

A. They indicated to me that the chemicals 
sold to the Collingswood Sewer 
Department were the same types of 
chemicals that would be sold to an 
automotive gas station to clean the 
floor and that, therefore, in their 
opinion, their chemicals were under a 
contract. 

Q. How did their opinion compare with what 
you were told by the Department of 
Treasury? 

A. I called them back to try to determine 
whether their version was correct or 
whether the Department of Treasury was 
correct, and the Treasury told me no, 
that contract was in no way authorizing 
them to sell chemicals to a sewer 
plant. 

Jacob's Gifts to Weber 

Q. 

A. 

During 
receive 
chemical 
Jacobs? 

your investigation did 
information concerning 

salesman by the name of 

you 
a 

Sam 

Yes. I found Sam 
associated with the 
Chemical Company. 

Jacobs 
S & S 

that was 
Research 

Q. Was that one of the companies whose 
name appeared on any of the vouchers? 

A. Yes. 

Q. Can you tell me whether or not Mr. 
Jacobs was involved in the giving of 
any inducements to Mr. Weber so Mr. 
Weber would purchase his chemicals? 

A. I found that Mr. Weber had gone on at 
least two -- three golf outings as a 
guest of Mr. Jacobs. 

Q. Were there any other gifts that you 
heard about, sir, concerning Mr. Jacobs 
and Mr. Weber? 
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A" I had heard that t4r. Jacobs had 
suppliec Mr. l'ieber wi tn gol f ball sand 
with golf equipment~ 

Q. That was the extent of what you heard, 
sir"? 

A. 

Q. 

A. 

Q. 

A. 

Yes. 

Did you interview Gus Waber? 

Yes, r did by the phone from Florida. 

Did 'lOll question him abou·i: wheth-er' or 
not he accepted kickbacks or gifts from 
chemical salesman? 

I asked h:'.rn if he had ever takeri any 
monies from salesman. He indicated to 
me that he had not. He indicated to me 
that he had taken small gifts such as 
pens or penknives or lunch or 
breakfast~ 

Half His Buyers Got KickoacKs 

Testifying under a grant 0': immunity, Sam Jacobs of Marlton 
gave a detailed account of his cash kiCkback practices as a 
chemical products salesman. Be operated two companies, Jay 
Chemical and S & S Research, but prior to 1976 he had worked for 
Mal ter International. Contrary to what Mal ter sales 
representad_ves had told Collings,wod Deputy Chief Carey, the 
Malter Company was no exoeption to the rule when it came to 
providing "inducements· to prospective chemical buyers. Durinq the 
course of his testimony, Jacobs said that 70 percent of his sales 
were to governmental entities and half of th~se buyers took gifts 
or kickbacks. Excerpts from Jacobs's testimony follow: 

EXAMINATION. BY 1m. HART: 

Q. Based upon your experience in the 
chemical sales, can you tell me whether 
or not itt s a comrnon practice for 
salesman to offer inducements to 
customers so that the customers 
purchase chemicals? 

A-. Yes" 

Q. Can you give me some examples of the 
tvoes of inducements that are used in 
the ind~stry? 

A. Just about anything from novelties, 
more or less in the idea of pens, fish 
knives, hunting knives, things of that 
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order. Inducement to buy or thank them 
for their time and other times it comes 
into play. 

Q. Are more expensive inducements ever 
used, sir? 

A. Yes. 

Q. Television sets? 

A. It could be, yes. 

Q. Microwave ovens? 

A. Yes. 

Q. Cash? 

A. In areas, yes. 

Q. When you worked for Malter Interna
tional did the company encourage the 
use of inducements? 

A. Yes. All chemical companies do. 

Q. Would you explain what the Malter 
system was of inducements? 

A. Well, when you are trained actually as 
a salesman the company has 
novelties. When I speak to novelties, 
I spec ify anyth ing in the gift area. 
Some companies give shirts, things of 
this order. These are given to 
customers to break the ice if you are 
running across a potential client, a 
way of introducing yourself to give 
them something to break the ice. If 
they are a fisher or hunter you give 
them a fish knife. You are trained in 
this manner not only may I say with 
chemical companies, but I would say 
with any type of selling companies. 

Q. Would you tell me whether or not upper 
management at Malter was aware of the 
practice of giving inducements at the 
time that you worked for them? 

A. No doubt about it. 

Q. During the time that you had your own 
companies and, if I recall correctly, 
that's from 1975 up to the recent past? 
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A. Recent past. 

Q. Can you tell me 
seven-year period, 
be, what types of 
sell to? 

during that six, 
whatever it might 
customers did you 

A. I sold to municipalities 
department, sewer plants, 
grounds, industry, all 
industry. 

of the road 
parks and 
types of 

Q. Can you tell me what percentage of your 
customers were governmental in nature? 

A. I would say in the area of about 70 
percent. 

Q. 70 percent of your business was -- of 
your customers was with municipal or 
other governmental agencies or 
departments or authorities? 

A. That's correct. 

Q. Did you utilize a system of 
inducements? 

A. Yes. 

Q. What form did these inducements take? 

A. Well, to put 
more or less, 

it generally, whatever, 
it took to get the order. 

Q. Small novelty gifts? 

A. Started with novelty gifts. 

Q. Larger gifts? 

A. Larger gifts. 

Q. Cash. 

A. Yes. 

Q. Can you tell me what percentage of your 
governmental customers accepted gifts 
or gratuities or cash? 

A. I would say 50 percent. 

How Jacobs Tested Kickback Receptivity 

Q. I am interested right now, sir, in any 
cash kickbacks or payments that you 
made to any governmental purchasing 
agents. Can you tell me how that 
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system worked whereby 
purchasing agents cash in 
them buying from you? 

A. How I did it? 

Q. How you worked. it, yes, sir. 

you paid 
return for 

A. Number one, as far as purchasing agents 
I had no dealings with them. It was 
the municipality, perhaps, the 
superintendents of the road department, 
the superintendent of the sewer plant. 
A proposal -- I would suggest anything 
they bought from me, they would get, 
maybe, 20 percent of the action. If 
the bill was a thousand dollars, they 
would get a couple of hundred bucks. 

Q. Was 20 percent your standard? 

A. Right. 

Q. Who would first mention the possibility 
of a kickback? 

A. I must say I did. 

Q. How would you determine whether or not 
to make a 20 percent kickback offer to 
an individual who was purchasing your 
chemicals? 

A. You would be in a place, I would say, 
you know in the interim of the 
business, of being in the business I 
just knew, more or less, containers 
around from different chemical 
companies. I knew what type operation, 
what everybody had, what they were 
giving, if they were giving gifts or 
whatever the case may be. I felt in my 
mind that that gentleman would be 
receptive to my offer. I would offer 
on the basis of something -- I would 
use like John or Joe, you can throw me 
out if you want, if you want to, but I 
know you have got three years of lots 
of gifts and if we can work together on 
a cash basis, anything you buy from me 
I will give you 20 percent of the bill. 

Q. Do I understand you correctly, sir, 
that you would determine whether or not 
to make this 20 percent cash kickback 
offer to an individual by looking at 
the chemicals or the chemical companies 
he had been dealing with in the past? 
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A. That would enter into the picture. 

Q. From knowing which cqmpanies were 
selling to this particular individual 
you knew the type of gifts or cash that 
he had been receiving up to that point? 

A. Yes. That would enter into the 
picture. 

Q. Did you ever utilize bu~iness ca.d~ in 
your business? 

A. I had a dollar sign on one. I think I 
was drunk at the time. I did have one 
under the Jay Chemical Company. It was 
red. I should have made it green. 

Q. I ask 
marked 
that? 

you to look at what has been 
as C-1B.* Do you recognize 

A. yes. 

Q. That is your business card, sir? 

A. Yes. 

Q. It's not very subtle, was it, sir? 

A. 

Q. 

A. 

Pardon me? 

What did 
individuals 
dollar sign 

No. 

you explain to these 
who did not know what that 
stood for, sir? 

They could be 
from that card. 

they could benefit 

Q. For the record, sir, is that an 
accurate reproduction of your business 
card? 

A. Yes, it is. 

JAY CHEMICA&' eo . 
..... ", ..... ' C .• W:."I .... "., ••. """IC' •• 6.".,.1 

~ .• '.1,71 
.... M ........ .... J. ,,013 ..... JACOI' 

.,.· •• ,· •• u 
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Jacobs Describes .Deals With Weber 

Q. Did you ever have occasion to sell 
chemicals to an individual by the name 
of Gustav Weber? 

A. Yes, I did. 

Q. Who is Gustav Weber? 

A. He was a sewerage plant operator of 
Beverly Sewerage Plant and Kings Grant 
Sewer Plant and Borough of Collingswood 
Sewer Plant. 

Q. What type of chemicals did you sell to 
Mr. Weber? 

A. Well, chlorobenzene, degreaser, weed 
killer, paint, granular sewer solvent 
for the lines. I believe the truck 
wash. Just about everything a sewer 
plant can use. 

Q. Can you tell me what years you sold to 
Mr. Weber? 

A. I would say starting about 1977 or 78, 
in that area there. 

Q. until when, sir? 

A. Until about a year and a half ago. 

Q. Is that when he left for Florida? 

A. Yes. 

Q. You sold to him right up until he left 
Collingswood; is that correct? 

A. Correct. 

Q. Did you ever pay a!ny kickbacks to him? 

A. Yes. 

Q. Cash kickbacks? 

A. Yes. 

Q. What was the arrangement you had with 
Mr. Weber? 
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A. I must say this, that with Mr. Weber I 
didn 1 t -- I induced that. I presented 
it to him and he accepted· that so we 
had more or less a 20 percent 
arrangement. 

Q. A 20 percent arrangement? 

A. Just about. 

Q. Did you have any arrangement with Mr. 
Weber concerning the ordering and then 
non-delivery of chemicals? 

A. I think we did that once or twice, yes. 

Q. How did that work, sir? 

A, We 11, we wouldn 1 t ship it and then I 
billed it out. That we would, more or 
less, split the bill. 

Q. You say that occurred how many times? 

A. I think twice if I recall. 

Q. How would you pay Mr. Weber? 

A. Cash. 

Q. Where would you get the cash? 

A. I would go to the bank and get it and 
cash a check or money in my account, I 
would take it out. Usually I would 
wait until I got the check. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

You would get the check from the sewer 
department or the authority? 

Right. 

You deposit that into your account? 

Yes. 

You would write a check to your 
yourself or to cash? 

Right. 

Where would you meet Mr. Weber to pay 
him? 

There was a little luncheonette we met 
at the time in Beverly. He has come to 
my house and that was about it. Maybe 
in the car. 
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Over the period of years that 
to Mr. Weber how much 
dollarwise did you do with him 
you paid kickbacks to him? 

you sold 
business 
in which 

A. I would say possibly in the area of 6, 
7,000, in that area. 

Q. 6 or $7,000? 

A. In about that area of the gross 
business, just monies. 

Q. Can you tell me whether or not Mr. 
Weber purchased an excess amount of 
chemicals, that is more than was needed 
for the operation of the plant? 

A. In my opinion he did. 

Q. Why do you say that? 

A. There were other containers that were 
laying around. 

Q. He was still buying chemicals when he 
had containers that were unopened? 

A.. Yes. 

Kickbacks at Pennsauken Sewer Authority 

Q. Did you ever sell chemicals to the 
Pennsauken Sewer Authority? 

A. Yes. 

Q. When was that? 

A. I sold them since about 1970 or '71. 

Q. Was an individual by the name of Wilmer 
Webb in charge of purchasing chemicals 
from Pennsauken? 

A. The last three or four years 
dealt with him. There was 
gentleman there before. 

that I 
another 

Q. Did you have an arrangement with Mr. 
Webb concerning kickbacks? 

A. Yes. 

Q. What was the arrangement with him, sir? 

A. There was -- anything he bought would 
be a 20 percent of the bill. 



Q. Basicaliy it was the same arrangement 
you had wi Eh Mr. weber that you. had' 
with ~r. Webb; is tha~ correct? 

A. That's correcL 

Q. wnen would you pay him? 

A. The same. t wou.lcJ:i more or less" nfeet 
him when t got the check, and told him 
I would call him when I rece ived tlie 
check and we would meet ihld I would 
gi~e him the cash. 

Q. The cash you would generate by writing 
a chedk to cash or to yourself? 

A. Yes. 

Q. o~et the pedod of yeats that you soid 
to him how much business dollar-wise 
did you deal with him ih which dash 
kickbacks were ihvolved? 

A. About 5.00d. I would say. 

Two Simu],taneOUs ~:idkba¢)<FaYITie,i1t,S , 
One of Jacobs's mOre uhusual recollectiohs was tlie time Weber 

and Webb were given kickback checks ih eadh othet's presence at the 
chemical peddlet'§ home. Jacobs's testimony continued: 

Q. Was there eVE>ta time wheh yOu paid a 
kickback to b'oth Mr. webet ahd Mt. Webb 
at the same time? 

A. Yes. 

Q. wiil yduexpla.ihhdw that OCcurted, 
sir? 

A. Last Yeat, a littie oVer a yeata90 i: 
had an operatiOhahd t Could not ttavel 
or drive ahd l: sErldhimsome material 
ahd leaiied :nim; if they Wanted to 
st6pupmy house ahd if I waSh 'Ethete, 
if he deshed themohies f[ owed him" :t 
would bE> happytdgive it to him, but 1 
did explain I diah;t have the cash and 
Icould'h' t get to the bank. But I Sa itl 
i ftheywahtedto ta'ke achedk, he said 
hoproblem. 

Q. They wete willing to accept a dhedk rbr 
this paiticulafkickbatk? 

A. Yes. 
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Q. Will you look at the easel, sir, to 
what has been marked as C-16. Can you 
identify that, sir, and tell me what it 
is? 

A. Yes. That's a check that I issued to 
Gustav Weber. It's in my handwriting. 

Q. Dated June 8, 1981? 

A. Correct. 

Q. In the amount of $175? 

A. Correct. 

Q. Did you give that check to Mr. Weber? 

A. Yes. 

Q. At your home on that date? 

A. Yes. 

Q. Was Mr. Webb present when you gave Mr. 
Weber that check? 

A. Yes, he was. 

Q. I would like you to look, sir, at 
what's been marked as C-15. 

Do you recognize that, sir? 

A. Yes, I do. 

Q. What is that? 

A. That's a check I gave to Mr. Webb at 
the same time. They both came to my 
home. 

Q. That check is made out to Mr. Wilmer 
E. Webb in the amount of $220? 

A. Correct. 

Q. It is dated June the 8, 1981? 

A. Right. 

Q. Was Mr. Weber present when you gave 
Mr. Webb that check. 

A. Yes. 



,. 

Q. Iwou,ld 1 
ril~:t'k~'d . 
that'? 

A. yes, r 

Q. Wh"t 

Wh~Y· 
t(i~li 
1;l!25, 

Q.Whey 

A. yes. 

Q .• Up .in 
oiil-te .• 

A ,.!feS •. 

Q. 'I'.i;lls: ing. . . 
wrij:t",n there 
~n,;lt i.s\'lrij:ji.en? 

A. Wilmer Webb .• 

Q. A(ild . th.at 
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Q. Let me show you, sir, what has been 
marked as C-67A and C-69A. Would you 
look at these documents and tell me if 
you recognize them? 

A. Yes, I do. 

Q. What are those documents and please 
refer to them by number? 

A. C-67A is the order of two -- Mr. Weber 
at the Borough of Collingswood. The 
order I had taken which pertains to the 
giving of cash; and C-69A is to 
Pennsauken Sewerage Authority to Mr. 
Webb. 

Q. What is the date on those orders, sir? 

A. One's April -- both are April the 22. 
In fact, I had written the orders 
together, if I recall. 

Q. You wrote the orders at the same time? 

A. I recall we met in the diner the three 
of us, and I wrote the orders. 

Kickbacks at Magnolia Authority 

Q. Did you ever do business with the 
Magnolia Sewer Authority? 

A. Yes. 

Q. Over what period of time? 

A. I would say -- in my own business? 

Q. Yes, sir. 

A. More or less, roughly, in the five-year 
period. 

Q. Who was the 
Magnolia? 

purchasing agent of 

A. A gentleman by the name of Mike. 
lavecchia, I believe, is the last name. 

Q. Did you have a kickback arrangement 
with him? 

A. Yes. 

Q. will you explain that arrangement? 
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1'...Thi~ ',w'as :onthe '.bas'i~a'lso of ,'the ,20 
,pe;rpent .activity. 

1'.. 'Well ,whe,n 'hie \\,'as ,buying a,t 'the 'time 
mostly ,types .,pf ,coppe,t:sulBabe 'arid "I 
.would :bring ,one :,ha,c,k'"and ,o'I"der ,two', 'and 
t,he.n one'wQuld ,go 't.0meand one :would 
90t9him. 

Q. Tf I ,qndeI":~,tand ,wha,t youa,re ,s'aying 
co,r,r,ectly., '~ir, 'he ,wQulo 'order ·twobags 
of ,aehemic.al? 

A. Right. 

Q. You would .deliverCinebag? 

A. Rig!)t. 

Q.Youwould g,e,t paid for two bags? 

A. Ri.ght. 

Q, And then youwou;i,dspl'i,t 'that payme,n',t 
50/5Pwit,hMr. Ia.vecc!)ia? 

A. Yes. 

A. I !'lould S1jY about four times, five 
times. 

Q. What was the approl!imi3te dollar amount 
of busin¢s~ you did w'ith Mr. raveeehia 
wl)ieh involveSkidkb!;lck~? 

A. I wouldpo~siblysa,¥$3,OOO area. 

f)ti3teyont t:i3~tN\lmbet: $y.~'tem.iSnRlp Qff" 

Q. Duringthecour~eQf YOur employment in 
thecneillieal tnoustryor chemiealsales 
inClllstry dtd yCiuever gain any 
know1eC!ge ofs¢heille~used byeheill'ieal 
saleSmc\l10renemieal eoillpanies 
inVolving the u~e of Stat'eeontra'et 
n lJillber s. 

A. I hi3ve heard. There is no eonellisiife 
pI"oof thi3t lean give you·, but in illy 
travels ...,- this to me is one of t'he 
biggest rip-offs <'ll:ound. Th'ese 
gentlemen g,oaround and tease me" 
ha'0ing one' number: which eonstitutes 
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like one item, and the customer would 
feel which I have been told by 
somebody, which covers their whole 
line, which does not. 

Q. Did you say this State contract number 
scheme is one· of the biggest rip-offs 
around? 

A. I am saying that in my activity in the 
chemical business I would get very 
perturbed about this because I couldn't 
do it. I did not have a number and I 
just felt -- this is my opinion. I am 
not naming the company or whatever, but 
I think this is done and it bugs me. 

Q. Can you tell me whether or not chemical 
salesman who make use of State contract 
numbers are selling their products at 
the lowest price? 

A. I don't believe so. 

Q. Why do you say that, sir? 

A. I have been around where a possibility 
of a dozen aerosol they are getting 
$65, $70 a dozen, which I can sell 40, 
45. I think they get the highest price 
around. 

Q. You told us, sir, that gift-giving and 
inducement-giving and cash kickbacks 
were common practice in your I ine of 
business. Could you have remained in 
business without utilizing such a 
system? 

A. It would be a lot of hard work. 

Kickback Admissions Made to SCI Agent 

Two recipients of kickbacks from Jacobs had admitted prior to 
the hearings that he had paid them cash in return for buying his 
chemical products. These admissions were made by Wilmer Webb and 
Michael Iavecchia to SCI Special Agent Richard Hutchinson during 
the course of the Commission's investigation. Hutchinson's 
testimony follows, in part: 

Q. Pursuant to your duties did you have 
occasion on May the 5th of 1982 to be 
at the Pennsauken Sewer Authority at 
ten o'clock in the morning? 

A. Yes. 



-306-

Q. What was your purpose in being there; 

A. I was accompanied by Investigative~ 
Accountant Chris Klaghol:z:. We were to 
review the vouchers of the sewerage 
authority in reference to S ~ S 
Research Company and at the same timE) '!' 
was to interview Mr. Wilmer Webb later 
that day, approximately one p.m. 

Q. Was anyone present with you wheneve", 
you conducted the interview? 

A. Investigative-Acct. Chris Ilagholz. 

Q. What did he indicate his employment 
history was? 

A. Best,ated he was hired at .the 
Pennsauken Sewer Authority in 
approximately S.eptember of 1979. PriO,r 
to that hewo,rkedat the Maple shao,e 
W.ater and Sewer A,utho,r ity for 
approximately 5-ano-,a-half y,e,ars,a.nd 
pri.orto thatemploymel'rt newo.rk,edat 
'Lindenwo II.·O M'an,;icipal 'Ut ilit :les 
Authori:ty f,oreight-,and-a-half ye:a,rs. 

Q. Did Mr. Webb 'make "anysta,tement'stoW)!;I 
,duringt,he inte'rview;cOlltce.,r,ning 'hJm 
,ac,ceptingor being of.fe,red anygif,t.s, 
"cash" checks or loans 'frornal'lY 
,chern,ica:i.'s s'al'esman? 

A. Yes, s t'r.,hedtd. 

Q. ,What stat'€!rnentdidh.e.rnake? 

A. Init:ially ,hedeni.ed It:ha.the .ey,e:r ;he·,qrp 
oforha:dbee,~,~~i;lf,~!i:',~,d'anygiH,ts,.,ca''l'h", 
.che,ck,5 or :lnaI),5."'; '.';i'i!~~,!iie;r ':91)1.;i'09 .!;lo.an.s ,Ar 
.accepting loans. 'H:eindI.cat.ed :that;to 
do',$Q,would ':be :'a 'c.on£.1&.ct ,,0'£ d:n,t·e:r'.e's,t, • 

. ,Q.. ,"ft'erh.e 'made "tha:t"s:;ta,t',e'ment "'what,,,'~':E 
:any,thin,g"idid.yo,u ,id,o;o;r,s;ay" :s:i:r:? 

A.I·stat:edt.o ,him ;th'at ,I .d,idn·"t::b,eJJe,v..e 
h imandi n'mY .op;iriio.l'l ';heMasJytng.an:d 
;.I pro.ce.eded to quest icon him. ' 

:.Q. Did youhaN,e :;o,,e:c:as.i o.n :t:oe~h.ib,±·t,.t:o 
him ,:5 ir ,what,.w.Q,s.p:re:v Lous.1Y :@:axjye;,d ,AS 

• :C-15 :'for.id.ent Lf.i c,ation,that "being,a 
:r"eprodu ct.ion o;f a.che,c:,k .rn,adeo;u:tt,o ..rlim 
'signed.by ·'Mr..:8.amJa c0bs? 
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A. Yes, sir. I specifically asked him if 
he had received any cash or checks from 
Mr. Sam Jacobs of S & S Research 
Company. He indicated he had not. At 
that time I confronted him with the 
check that you see on the board and 
advised Mr. Webb that in my opinion he 
wasn't telling me the truth. 

Q. What did Mr. Webb say at that point? 

A. He then stated that, yes, he did have 
an agreement with Mr. Jacobs in which 
he was receiving 20 percent kickback on 
any order that was placed to S & S 
Research. 

Q. Did Mr. Webb tell you where he was when 
he received that check from Mr. Jacobs? 

A. Yes, sir, he did. 

Q. Where did he say he was? 

A. He stated that he had called Mr. 
Jacobs, had gone to his residence and 
at the residence had received that 
check. 

Q. Did he state whether or not anyone else 
was present when he received that 
check? 

A. Yes, sir, he did. He was not entirely 
certain, but to the best of his 
recollection he believed that Gustav 
Weber, the superintendent of the 
Collingswood Sewer Plant was leaving. 
He wasn't sure whether he was leaving 
or entering the apartment when Mr. 
Weber was leaving. 

Q. Did Mr. Webb admi t to rece iving any 
other gifts or kickbacks in any form 
from Mr. Jacobs on other occasions? 

A. Yes, sir. I asked him if he had 
received anything else and he didn't 
know. I advised him again that he was 
not telling me the truth and, in fact, 
I told him that he had met Mr. Jacobs 
at the Pennsauken Diner on Route 130 on 
occas ion where he accepted cash. Mr. 
Webb denied that. I again told him I 
didn't think he was telling me the 
truth and after a period of time he 
stated that he did accept the cash and 
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he received the cash in the parking lot 
of the diner. 

Q. Now, turning your attention to May the 
14 of 1982 at ten-twenty-fout in the 
motning did you have occasion at that 
time and on ·that date to be at the 
Magnolia Sewerag,€! Authority? 

A. Yes, sir. 

Q. What was your purpose in being there, 
s'it? 

A. i was to serve a subpoena duces tecum 
upon Michael favecchia, the foreman for 
the Magnolia Sewer Authority. 

Q. Upon meeting Mr. Michael Iavecchia did 
he make any Statements to you? 

A. Na.turally he wanted to know my reaSon 
for being there. I adviSed him the 
genetal scope of the investigation that 
I was conduct ing in the sewerag'e 

Q. 

authorities, mUnicipal utilities 
authorities and I was primarily 
interested at this time with regards to 
chemical purchaseS. chemicals salesman 
and the gifts they were giving. 

Did you inquire 
whether ot not he 
& S Research? 

of Mr. Iavecchi a 
knew Sam Jacobs of S 

A. He stated that he did business with 
M-r. Jacobs through S. & S. 

Q. Did Mr. Iavecchia maKe a·ny statements 
to yOl!l concerning whether br not he had 
received anything ftom Mr. Jacobs? 

A. Yes, sir. i aSked him whAt Mr. jacobs 
gave him. He d'enied he received: 
anything from Mr. j·acobs and t informed 
him I didnit think he was telling. me 
the truthi. and after Ii few sec.onds he 
indicated that M't. jacobS gives htm 
dinnerS but nothing elSe. 

Q. Did he admit to receiving anything elSe 
from Mr. jacobs? 

A. I still indicated I didn't think he waS. 
telling me the ttuth and aftet a few 
seconds he al."o st.:otetl he gets a few 
bu.cks at the time of sale:. 
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THE TESTIMONY -- FOURTH DAY 
FRIDAY, JULY 30, 1982 

The final day of the SCI's public hearing began with what 
Commissioner Francis described as additional evidence of the extent 
to which mismanagement of authority and municipal sewerage plants 
had permitted kickbacks and other misconduct: 

Today (he said) we will expose yet another 
scheme by chemical· peddlers to unload 
chemical products of questionable value at 
exorbitant prices and in excessive 
quantities -- this time to a municipal sewer 
department. The Commission first learned 
about this chemical sales scheme while 
probing the records of certain local sewage 
author i ties which also had made purchases 
from this seller. It was discovered that 
this peddler's largest customer was 
Brigantine, so we will be focusing on his 
transaction with this city as a prime 
example of the wheeling and dealing at the 
other facilities. 

The Brigantine Rip-off 

Jack Levin, who sold wastewater treatment chemicals -- chiefly 
dichlorobenzene -- from his home in Philadelphia and a postal box 
in Mount Ephraim, concocted one of the most blatant rip-offs 
uncovered by the SCI's investigators. Al though Levin dealt with 
numerous authorities, his biggest customer was the Jersey shore 
city of Brigantine. Therefore the Commission utilized Levin's 
Brigantine scheme as a public hearing exemplar of his chemical 
peddling activities. 

SCI Agent's Overview of Scheme 

SCI Counsel Michael Coppola called Special Agent Wendy 
Bostwick as the first witness in this episode to provide an 
overview of the Commission's investigative findings in Brigantine. 
She was aided by a chart which demonstrated that Levin during 1979, 
1980 and 1981 was paid for more than 200 55-gallon drums of 
dichlorobenzene -- a highly carcinogenic pollutant -- that he could 
not prove was actually delivered to the city.· Agent Bostwick's 
testimony: 

Q. During the course of your employment as 
a special agent did you have occasion 
to participate in an investigation 
concerning chemical sales by Jack Levin 
to Brigantine? 
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A. Yes, I did. 

Q. Could you give us the fo.cus Of th01t 
investig01tion? 

A. The focus of th01t investig01tion WCi\s 
whether or not the C:i,1;y Ofllrig01ntinE) 
O1ctU01:J.ly received the number of qrllmS 
of dichlorobenzene fOr which theY p01id 
J01ck Levin. 

Q. Oirecting YOllr Ci\ttention to this 
ch01rt,~ c-30, entitled "ar1g01nt1n' 
Dep01rtment of public Works; Pllrch01SeS 
of dichlorobenzenE) from J01~k Levin 
trading as Globe atar Chemical and 
Consolidated PUrchCi\sing, ,. could YOll 
give the Commission a brief e~Planation 
of the chart and, first of all, do you 
know who prepared the .c.hart? 

A. Ye s; I prepareq the chCi\rt .• 

Q. Can you explain the chart, please? 

THE CHAIRMAN: Wh<it is th<it column on 
the left? 

THE WITNESS: The first column on thE) 
left represents the SCi\leS in 1 ~79 ,the 
sales of 55-g<i11on qrllms of diohloro
benzene to the City ofJ;lrig<intine. 

THEOHAIRMAN: I see the top figure 71 
and than Ci\nother ii9llre 44 and 27, 
What significance <ire ·they? 

THE WITNESS: The figllre 71 dt'llms 
represents the tot<il number of drum" 
that tpe City of Ilrig<intine paid J<ick 
Levin through his two comp<inies. 

THE CHAIRMAN: Wh<it's the 44 drllms7 

THE WITNESS: The figllre 44 c1rl,lmS 
represents the nllmber ofdrllms fo.r 
which Jack Levin ci'l;oprovide no 
substantiation of his purchMl", of 
dich10ro):>.enzen,e for the Pllrpose Qf 
re.s.elling that to Brigantine. 

'l.'HE CHAIRMAN; Wh<it '.s the .2,77 

""'B"eeChart,· ne~t page. 
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BRIGANTINE D.P.W. PPRCHASES OF DICHLOROBENZENE 

FROM 

JACK LEVIN TIA 

GLOBE STAR CHEMICAL , CONSOLIDATED PURCHASING 

121 DRUMS 
-

106 DRUMS 
,.. 

86 _ 

DRUMS 84 _ 
71 DRUMS DRUMS -

44 _ 

DRUMS 
37 _ XXXXXX 

DRUMS XXXXXX 
27 _ XXXXXX xxxxxx 

DRUMS XXXXXX 20 _ xxx xxx xxxxxx 
xxx xxx DRUMS XXXXXX XXXXXX 
XXXXXX XXXXXX XXXXXX 
XXXXXX XXXXXX XXXXXX 

1979 1980 1981 

NUMBER OF DRUMS OF DICHLOROBENZENE AVAILABLE TO BE SOLD TO 
BRIGANTINE BY JACK LEVIN. 

DIFFERENCE BETWEEN NUMBER OF DRUMS AVAILABLE TO BE SOLD AND 
NUMBER PAID FOR BY BRIGANTINE. 

--
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THE WITNESS:' 
number of drums 
substantiate. 

CHAIRMAN: 

Tha.t represents 
which Mr. Levi.n 

As del i ve.red 

the 
can. 

tQ 

THE WITNESS: As purchasing the. p.roduct 
fbr resale to Brigantine. 

THE CaAIRMAN: That column means that 
6~ the j1 thatls chafied or paid for by 
Brigantine only 27 you can find were 
actually delivered by Levin? 

THE WITNESS: Exactly. 

ExAMINATION BY MR. COPPOLA: 

Q. Directing yoUrattenti'oti to the th·irO 
column in the year 1'981 can you tell us 
w'ha'tthe figure 121 drums represents 
and how you arrived at that figure? 

A. The subpoenaed recordsof'B'riga'ntin'e 
show that they paid Levin'st,wo 
companies for 121 55'-'gallondrumsof 
dichlorobenzene in 1'9'81. 

Q. How much did they .payhim "fort'hose121 
'drums? 

Q'. Could you 'explain wh'at,the 'ij.,g'Ij'r.e37 
"'drums 'represent,s ,;Fh "the 'b6t'.bOlll',o!E4!;'h.e 
co1'umn,andt'~11ushow 'cyoljar,r"iN"ed<'lt 
\tha'tparticul<'l'r '.'f'i-g,ur:e? 

l\. • The 37,d·rurrlsih,the,col,ullln ,on,th,efa,'r 
right, '1"9,81, ,t'e.pr€'s.'eti't "th,e nurilbe·ro!E 
"dr umsior ·'wh'h:h'Mr. ··Lev'i"J;l '.c.an 
'sub:s'tan·ti'atehi,s 'put,·ch'a,s,e,s·i6r·r .. e'$·.a'le 
t:o'theCity of·;Bi·iga'n.t·l'ti'e.''I'heyMe;re 
a'rriifed\:itthro(igh "a ii·e·v·i:e.w,o,e 'IMr. 
'Levi'n"s ·.tecords"t'he',records ,df "hi.,s 
"s'u;ppl'ier's ·a'nd'Mr. "'Lev:i'rf',s .... t:est·,bmo,ny 
':beforeth i'sC6rnmi's:s:·f&n·onfou .. r ·.pr'e.viQ,u,s 
·'occ·c!·s'.r.:o.rrs. 

:,Q.."Now.,'what dcles"'fh:e 'f'i'gLi.r'e ::'8"'4 ,re.p:r"$~n.t, 
"an'd ·'a:g·afn 'how .. 'did "you 'a:rrive,a'tt'h .. a:t 
particular figure? 

A. ':Th·a·t figure ·representsthe·nLirflber.c(l'f 
'dromsfor 'which'Mro Levin .c'anprovi'iie 
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no substantiation for his purchase of 
dichlorobenzene for resale to the City 
of Brigantine. 

THE CHAIRMAN: That were paid for by 
Brigantine? 

THE WITNESS: Tha t 's correct. They 
paid $728.75 per drum, so for those 84 
drums for which there is no substantia
tion, Brigantine paid Mr. Levin 
$61,215. 

Q. Do you have a conclusion as to whether 
or not those 84 drums were actually 
delivered to the City of Brigantine for 
use in their sewer systems? 

A. Yes, I do. 

Q. What's your conclusion? 

A. That those drums were not delivered. 

Q. Could you tell us what you base your 
conclusion on? 

A. There is no substantiation that Mr. 
Levin either purchased or delivered 
those 84 drums. In fact, the records 
of the City of Brigantine contain bills 
of lading allegedly documenting the 
delivery of 74 drums of dichlorobenzene 
and as to the remalnlng ten drums, 
there are no bills of lading. 

Q. With respect to those 74 with 
respect to the bills of lading that 
deals with 74 of those drums, isn't it 
true that those bills of lading were, 
in fact, fictitious? 

A. Yes, it is true. 

Q. If your conclusion is accurate, what 
would Mr. Levin's gross profit on the 
sale of dichlorobenzene to the City of 
Brigantine have been in the year 1981? 

A. For the year 1981 Mr. 
profit would have been 
$80,000. 

Levin's gross 
in excess of 

Q. For the year 1980 what would his gross 
profit have been? 
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APproximate1y$ 73,'(}QO:. 

And for the year 19'79? 

Approximat.ely$47,:QOO. 

'Who submiUed' :the flc·titiousbills 'Of 
lading to the City of 'Brigantine? 

Mr .• ,Jack Levin • 

TH:E CHAIRMAN: '[ wonder ·about the 'word 
;, gross pront:" It seems tome on 'the 
testimonyUlat yoU have 'give'n us that 
the profit only goes to the 37 drums in 
'f,l1·, to the 20 drums in"8'Oa,nd to the 
27 drums in' 79 ,and the rest is pure 
cheating, is that so? 

'rIlE WITNESS: That wOUld be co.rrect. 

THE CHAIRMAN: 
cheating? 

It's not profit, it; s 

THE WI TNESS: Th at is correct. 

Q. During the course of Yallr investigation 
did you learn ahything about the 
chemical d ichlo·robenzene? 

A. Yes, I did. 

Q. What did you learn? 

A. I wa.s told by o.feicials of tbe Ni!w 
Jersey Department of Envitoffltiental 
Protectiontha,t the chemical dichloro""' 
benzene is a PJriority polllltaht arid i.s 
cancer-ca,using. . 

Levi.n's Dichlorobenzene ~Sales" 

Jack. Levin testified th.at he owned the CotisoHdateo' Purchas'ihg' 
COJ1)panY beadquqrted at his residence in l?hiladelpOi:aand the Globe 
Star cOmpan,y at a Post Office Bo'xfnMolllitEphrablr, N.i1.',tha,t 
the:se companies had no employees Other thanhimself cl'tid that it was 
through these concerns that he sold d'ich):oro'berrzerii!tO Brigantine 
from 1978 thrq",gh 19'8.1. He expla,ined tha't dich}oi:oben'i,ene was' 
"used i.n :seWer plan.ts to ea,t g'rease and to dis':sip'ate Certain 
odors." Sinqe the ktncj o·f records Levin k.ept -~ or: did'h't ke'ep.-
were irnport·ant to the SCI ':s inq,uJry, C0u'nsel' CoppOla a$k,ed hini: 
ahqut h ~15 q.orpora,t.e pqper work: 
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Q. From 1978 to the end of 1981 isn't it 
true that you did not keep accurate 
records of those companies: you didn't 
keep account pay abIes , vouchers, cash 
receipts or business expense records? 

A. Yes, sir. 

Q. Isn't it true that you kept terrible 
business records? 

A. Yes, sir. 

Q. Isn't it true that you told us your 
record-keeping system consisted of 
stacking the paperwork on your desk and 
when it got real big, you threw it in 
the trash barrel to make room for the 
next stack of papers concerning those 
companies? 

A. Yes, sir. 

Q. You also told us you did not keep track 
of your records and in your own words 
you told us because you were stupid: 
you told us that, didn't you? 

A. More or less. 

Levin Quizzed about Amended Income Tax Returns 

Q. During those years 1978, '79, '80 you 
didn't claim the business income on 
your tax returns at the time that those 
tax returns were originally filed, did 
you? 

A. I filed amended returns. 

Q. Why didn't you claim the business 
income during the year you earned it? 

A. I didn't have an accountant and didn't 
know what I was doing as far as 
record-keeping was concerned. 

Q. You filed amended returns concerning 
the income? 

A. Yes, sir. 

Q. You filled those amended returns after 
you were served with subpoenas by the 
State Commission of Investigation in 
1981? 
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A. No. I was in the process of doing it 
before this investigation. 

Q. Tn 1978 you clai'medoriginally as 
ta~ab1e income $8,766. Isn't it true 
that your amend'ed return you reporte'd 
an additional $50,889 

A. I am not sure. 

Q. With respect to the year 1979 isn't it 
true that you originally reported 
$6, 335a5 taxable income and on your 
amended return you reported an 
additional $64,693? 

A. I don't remember. 

Q. with respect to the year 1980, isn't it 
true that you originally reported as 
taxable income $5,515 and in you,r 
amended return you reported a'i1 
additional $44,861? 

A. I am not sure. 

THE CHAIRMAN: Do thos,e figures s'ound 
approximately correct, do they, to you 
or don't you have any idea? 

THE WI TNESS: I don't have any id'ea 
bec'ause my accountant is handling all 
that. 

THE CHAIRMAN: Y'ou talk to 
occas,ionally , don't yeu'? Yo:u 
some,thing about what he is doin'g1' 

THE' WtTN,ESS: :1 
siuhs,t an:t i,al1.yco,rt'e'c,t., 

belie've 

him 
kn()w 

it's 

<lh Mir. Levitl, I nOiw haltrd yo'uC- H; 6, "67 , 
168.", whi.ch a,reame'n,d!ed t,a,xre't,nm:so,f 
you and your wiierdr, the ye'a'r:s "1'8:", 
''7'9" ' Sll,. D:o.e:s: th:atr'e'ft'e,sh y'O(fr 
reco11ectiO'n as to th'El' add':ittona1 
i,neome y,O'u rep0'rtetili,? a~itheway ,th'os',e' 
JretorGi.'s we're r'e'ceived' by,the SiC'! f,rotn 
y'ou,., 

A'I'.' 

(W.ttne's:s conJe'rs with c0u,n,s'eT of::fttl'e 
re'co,rd,., ) 

The:se aire" the,o'n<e's tJij,a'tm¥' 
made out anGi I belie've 
subs,tan,tiaT.1y correct. 

aiceb'l:rM:,an't 
th'e',' "ire 
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Q. It refreshes your recollection as to 
the additional income you reported? 

A. I believe so. 

Q. You maintain that you didn't report all 
of that income because it was a mistake 
on your part? For instance, in the 
year 1978 an additional $50,000; you 
d idn' t know you· had that money at the 
time you reported :Sfour or ig inal income 
tax figure? 

(Witness confers with counsel off the 
record. ) 

, 
A. I didn't know how ~uch money I had made 

during the year because of my not 
keeping good records, and I didn't have 
the money to pay them anyhow, so I took 
the easy way out. 

Q. Sir, for the year 1981 the records of 
Brigantine show you were paid $88,179 
for the delivery of 121 drums of 
dichlorobenzene. Your previous 
testimony at the SCI and records of 
various companies show you had in your 
possession during that year 37 
55-gallon drums of dichlorobenzene for 
resale to Brigantine. Would it be fair 
to state that Brigantine didn't get 
what it paid for? 

A. No, sir, that's not true. 

Levin Mixed Chemical Solutions In His Garage 

Q. NOW, you just mentioned that you mixed 
most of or a lot of the dichlorobenzene 
yourself? 

A. Yes, sir. 

Q. You mixed dichlorobenzene. 
this take place? 

A. In my garage. 

Where did 

Q. And tell us the procedure that you used 
to mix it. 
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A. Added the chlorobenzene to the dr.um 
with an emulsifier, which is soap, and 
then rolled it in,to my stat ion wagon 
and delivered it. 

Q. Did you put anything else into the drum 
other than some dichlorobenzene and 
some emulsifier? 

A. Some solvents. 

Q. What about water? 

A. A little water. 

Q. How much dichlorobenzene concentrate 
did you put into t~e drum? 

A. Approximately 
depending on 
make it. 

four or 
how strong 

five gallons 
I wanted to 

Q. During previous testimony before the 
Commission you indicated that in a 
55-gallon drum you would put one-third 
dichlorobenzene, which was 18 gallons. 
On another occas ion you indicated you 
put in 10 gallons of dichlorobenzene. 
Now, could you tell us what is the most 
accurate estimate of the amount that 
you put in? 

A. Depends upon on how strong you want to 
make it. 

THE CHAIRMAN: How strong did you wan t 
to make it and how strong did you make 
it'? 

THE WITNESS: 
18 gallons. 

Anywhere between 10 and 

COMMISSIONER FRANCIS: Mr. Levin, what 
was your test for d'eterminingwhe'n yo.u 
finished all th is mixing whether it was 
jDst right or not? 

THE WITNESS: I didn't test it. Only 
if Ig'ot acompla,in:t I would make it 
stronger. I never got any complaints .• 

'I\HE CHAIRMAN: What kinds of equipment 
do you have in you'r g'arag'e ,anoId tub 
or something? 
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THE WITNESS: No. I had a drum and a 
wooden rack that I used to lay it and 
roll it into the station wagon. 

THE CHAIRMAN: 
drums? 

That's to load these 

THE WITNESS: Yeah. 

THE CHAIRMAN: I 
mixing equipment. 
there, anything? 

am talking about 
What did you have 

THE WITNESS: You didn't need anything. 

THE CHAIRMAN: Pretty simple? 

THE WITNESS: Yes. 

Q. How much did the drum weigh when you 
had it all mixed up? 

A. Approximately 500 pounds. 

Q. After you mixed it up what did you do 
with the drum? 

A. Laid it over on its side and rolled it 
into my wagon. 

Q. How did you roll it into your wagon? 

A. I had a rack on the floor against the 
wall at the sam~ level as the back of 
the station wagon. When you turn the 
drum down, you have to just roll it 
right on. 

Q. What kind of car did you have? 

A. Subaru. 

Q. Subaru station wagon? 

A. Yes, sir. 

Q. You did this by yourself or did you get 
somebody to help you put it into your 
station wagon? 

A. Myself. 

Q. How many drums would you carry in this 
station wagon at one particular time? 

A. I could carry up to two. 



p. 

/'}.. 

Q. 

Q, 

A. 

p~q YOll t.,*.e 
9rl!~Sqtq 
:Br:i.!;J.allt :j.ne? 

ttle.Ill in your SllPilrU two 
time tpthe CHy qf 

HOw m"ny drllmEi do Yo\l tnink ove·r the 
coqrEie of 191? 1 you dElUverep. in thllt 
flll3tJion in Y0!J!l" S\,1baru yOl! were 
Clr~v.j.ngf 

I do not remempe" !Sir. 

,z\P!i1:t frqm YO\l, reqo:rCl Po yqll :recgH 
your!Sel!: in 19B1, th.at W<l5 ~<I.!St Ye<lr! 
now many drum!S. of piqI11orop·eo:<:eoe YOl! 
PEllivered you,!Se~f to tne City of 
aJ:"ig<lotine? 

THE CHAIRMAN: 
;idea.? 

YO\,1 Q<lven' t <lny vgg\,1e 

THE; WITNESS; No, !Sir. 

THE CHAIRMAN: H<llf of wl1<1t YOl! ch<lrged 
fOr or (:me~third oj; whqt yo\,1 Cngrgep. 
for? 

TIl£ WITNESS; I never tl)O\,1gnt al:>out H. 

TIlE CllAj;Rr.1AN: TI)~nk <ll:>out it now. You 
hav,e had four !Se!S$iqn!S with l!S. O.1P.o't 
y,ou think <lhout it tn,e!)? 

THE CHAIRMAN: aavEln't YOU th0\,19ht of 
it in <Ill th<lt time? 

THE WITNESS: No, $ir, 

THE CHAIRMAN: Th:i.n.k I:><lck <lmt 9iev·e l!!S. <I 
figure, 

TilE Wn'NES.S: I can 't :remember, !Si.r, 

Levin Tries to ACCOl!nt for 84 "MJ:5.·leingn Drums 

Q. Mr.. LeV in, I d;i.reqt yq\,1r <It teot ion \;0 
th<lt ch<ll't C~~O. Y.o\,1 ~H"e th<lt Ol!ml:>er 
on the bOttom :37 iq, tne ri9ht~harr.p 
coll!m,n? 
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A. Yes, sir. 

Q. That represents the number of drums 
that the SCI gave you credit for having 
in your possession in 1981 to sell to 
the City of Brigantine. Twenty-six of 
those 37 came. from Phoenix Labs. You 
bought 26 drums from Phoenix Labs. 
Eleven came from other suppliers that 
you previously told us about and that 
we checked out. We want to know where 
the other 84 drums came from that you 
were paid for by Brigantine. Where did 
you get the chemical? Where did you 
get the drums? 

A. I obviously bought them and made them 
and had them delivered. 

Q. If you obv ious ly bough t them and had 
them delivered, we want to know where 
you bought the chemical in 1981. It's 
only last year. 

A. I don't know what I had for dinner two 
day ago. I couldn't remember all the 
places where I bought dichlorobenzene. 

Q. We want you to tell us the names of the 
places you bought it at. 

A. You can buy it at Channel under Drain 
Ease, which is chlorobenzene, see. I 
believe I bought from other sources, at 
conventions, people who had excess 
where I just paid for it, whose names I 
don't even know. I think even Lincoln 
Supply here in the City of Trenton 
sells chlorobenzene. I think I got 
some from Philadelphia Chemical Supply 
on Samson Street in Philadelphia, and 
odds and ends here and there from so 
many other places. I couldn't possibly 
remember them all. 

Q. Channel; are you talking about Channel 
Lumber? 

A. Yes, sir. 

Q. Which store? 

A. I bought it at several different 
stores. One over here in White Horse. 
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Q. Did you buy it from White Horse in 
1981 ? 

A. I think I might have once or bwic;e. 

Q. How much? 

A. I don't re'call. 

Q. In what form did you buy it in, 
concentrated or in 55"-gallo,ndrums? 

A. No, sir. It was not in 55. I think 
they come in two, two-and-a-hal f g,allon 
cans. 

Q. How many gallons did you buy there, lO, 
20, 30 over the course of 1981? 

A. I don't recall. 

Q. Give us your best estimate. 

A. I can't estimate if I don't recall. 
bought in too many different places 
too many different locations" 

Q. Was it a hundred gallons? 

A. I don't know. I do not recall. 

Q. Lincoln Supply, where is that? 

A. Lincoln Avenue in Trenton. 

I 
a,nd 

Q. What form did you purchase dichloro'ben,-' 
zene from Lincoln Supply in the ye'ar' 
19B 1? 

Q. Was i,t in concentra,ted form or was, ],t 
in the final 55-g allon container form 
where you didn't have to mix? 

A,. It was in the concentrated form'. 

Q. Did you have an account there? 

A. No, sir. I always paid cash whet'ev'er I 
bought. 

Q. How' many t,imes dtd yOU g:o ther,e in t'he 
year 1981 t,o purchase dichlorobenzene?' 
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A. I don't recall. Maybe once or twice. 

Q. Once or twice. How man v gallons did 
you purchase when you were there on 
either of those occasions? 

A. I don't recall. 

Q. Was it more than a hundred? 

A. I said, sir, I don't remember. 

Q. Okay. Philadelphia Chemical Supply. 
Where are they located? 

A. Sansom Street. 

Q. In Philadelphia? 

A. Yes, sir. 

Q. Did you purchase dichlorobenzene again 
in concentrated form or in the final 
55-gallon drum form? 

A. Concentrated form. 

Q. How many gallons did you purchase in 
the year 1981? 

A. I cannot remember. 

Q. Do you have any idea at all? 

A. No, sir. 

Q. Do you have any records to back up what 
you are tellinq us today? 

A. No, sir. 

Q. Other than Channel, Lincoln Supply and 
Philadelphia Chemical Supply, was there 
any other source of dichlorobenzene 
from you in the year 1981? 

A. I don't recall at this time. 

Q. Mr. Levin, you testified before the 
Commission on four previous occasions 
prior to today. Why didn't you give us 
the names of those companies durinq 
those previous times? 

A. I didn't recall. 
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Q. Are you telling uS tllat you are just 
recalling right now as you are sitting 
here these additional names? 

A. ~hey just came to mind at the time, 

Q.. Right now? 

A. Yes, sir. 

Q. If you milleq :i.t yourseH according tq 
your own formula at 10 gall0.ns per 
S5~g allon arum, yo.u would need an 
additional 840 gallons to make up those 
84 arums that were allegeqly sold to 
Brigilntine. Can you show US where 
those 840 gallons came from during the 
year 1981? 

A. NO, sir, I cannot. 
:places and too many 
recall them all •. 

There are to.o many 
sources. I cannot 

During L.evin's 11th hour effort to explain where he obtained 
the dichlorobenzene for the 84 missing barrels that Br igantine 
bought in 1981, SCI investigators cQnducted a telephone check of 
the retail stores he named. The following testimony resulted: 

Q. Mr. Levin, is it still your testimony 
tOa.t in. 1981 you PlJ,rchas.e.q, dichlorobeJ!l
ze.ne in any form from Cnannel? Th ink 
carefully before you a,n,swer the ques.
t ion beca\:J.se you are under c·ath. 

A.. Yes. 

Q. Well, We just ca·cUed Ch"rmel and they 
don't sell dichlor'obenz,.e,ne •. Do you 
have any ellplaJ!la,tioJ!l for that? 

A. Yes .. 

A. They don't know wha,t they are selling,. 
It's unq,er the name Drain Ease:. As,k 
them if they sell Pr"i,n E"se. 

Q;. 'r'hey qo 6;e11 P'ra,in Ease in one or 
two-g,,,110n conta·:lners anq it is not 
mt.xable. "nd it is, not c()l"\.centrated. 
H "s Uke Uqu,id pluml:>er. 

A. No" it is not. 
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Did you use the Drain 
purchased from Channel 
process and then sell 
Brigantine in 1981? 

Ease that you 
in your mixing 
that stuff to 

A. I don't recall. I really don't recall 
because I had ~dds and ends laying all 
over the place. 

Q. What is the name of the product that 
you purchased from Lincoln Supply? 

A. I don't recall the name of the product. 

Q. Is it Clobber? 

A. It could have been. 

Q. Is it Wham? 

A. I am not sure. There are so many 
different brand names. I couldn't be 
sure. 

Q. Lincoln Supply has also told us they 
don't sell dichlorobenzene. They sell 
Clobber or Wham and it's like 
hydrochloric acid. That isn't 
something you sold to Brigantine in 
1981, is it? 

A. I don't think so. 

Q. That Philadelphia Chemical Company, do 
you have a better name for that company 
so we can check it out while you are 
sitting here? 

A. No, sir. 

Q. We checked Philadelphia Supply and all 
variations of that name. We can't find 
it I isted anywhere. Do you have any 
other name you can give us from 
Philadelphia that you purchased 
dichlorobenzene? 

A. No. I haven't bought 
them for quite awhile. 
any other name. 

Made Contribution to Brigantine GOP 

anything from 
I don't know 

Q. You had $91,000 in cash in your hands 
in the year 1981. Did you give any of 



that money or a'ny other money you had 
frOm any other soutcet6aMr. Lakes? 

A. No, sir. 

Q. Mr. Lakes is who,wll.1YOlltellus? 

A, I believe he is sllpetintendet'l't Gf 
pU'blic wOrks in the {;city 6fBtig,an'tine. 

Q. He was the 'pets'on YOllptimarily dealt 
with in that city tG s'ell yout chemical 
dichlorobenzene? 

A. YeS, sit. 

Q. Did you 'ever make any contt ibutions tu 
any political ,p,arty 'tG the City of 
I;ltigant inethtbughM't.Lakes in th,e 
yeat 1981? 

A. I be lie"e , to the be's t of 
recollection" I think once. 

Q. what was the ambunt Of the 
contt ibut ion? 

A. ! don't recall. :t th link it 'wa's $'50. 

Q. Who did you give theche'ck to? 

A. To the Ci ty of -- Republ ican Club of 
City of Btigan'tine. 

Q • Who d fd you 9 i",'et/llie check to, Mi". 
Lakes? 

A. Id'on't rec'all wh'eth'e't Im'a·iled it in 
0tgaV'e it to h i'm. j[ am Trot sui"'e. 

Q. HOW, .. died . t~ec6nvers'ati0l1 .CGme .. tlpthe 
first time you i:H~'cide'd to give 
po1it i calcOntribu'ti'0flS ... to .... . . the 
Republican Club,?Wa!l itthtough Mt. 
t.altes? 

I a'm hot sure. 
ftOma fu·hd 
cohtt'fbuti6n. 

Ithiihk I g'ot a lette't 
bH;'s'etask i'ng 'fo·t a 

Q.. Why did yoUus'e 't'hehameSaimwillial'rts 
whim ydut namew'asJ·'a'Cli: 'Lev'in? 
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A. I thought it would be a more ethnic 
name to use in business. 

Q. The name William Ogden, is that name 
familiar with you? 

A. Yes. I th ink .I used that once. I was 
experimenting with names. 

Q. Only once? 

A. I think so. 

Q. Think a little harder. Is it possible 
that you used it 26 times, since I will 
tell you right now we have 26 vouchers 
from Brigantine with the name Ogden on 
it? 

A. I don't recall, sir. I know I used it, 
but I don't recall how many times. 

Q. Why did you have to use three names, 
Sam Williams and William Ogden and your 
own name? 

A. 

Q. 

I think 
better. 
ethnic. 
started 

I liked the name Sam Williams 
I think it sounded more 
I stopped using one and 

using Sam Williams. 

In other words, 
about the ethnic 
with the name, so 
Williams? 

you were concerned 
background associated 
you used the name Sam 

A. Yes, sir. 

Q. That was your only reason? 

A. Yes, sir. 

Q. Did you tell Mr. Lakes that you were 
using a fake name for that reason? 

A. I don't recall telling him anything. 

Q. When you dealt with 
Brigantine, what name 
introduce yourself? 

the people at 
did you use to 

A. I don't recall. I got very confused. 
I am only a one-man operation and doing 
everything myself. 
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Q. ArlO! you telling lis YOIl di.dn't know wbo 
you were wben' you wer.e peal ing wi tb 
Brigantine? 

A. Sometimes I didn't. 
put the wrong name 
voucher. 

&o~etimes I would 
down on tile w1'ong 

Q. Why was it neceslilary fqr YOu to llse the 
llamlO!S GloplO! st",;-, C';onsoliqatlO!d 
Purchasil'\g, ;I",ck Levin, Sam Williams 
and William Ogden in YOllr dlO!aUngs with 
William L2\kes ~n the Cit;,( of Elrigant:\ne 
to se.ll. the s.2\me cblO!micaJ, dllJ:'ing t.he 
Years '78, '7~, • 80 anP '81? Why did 
yOU have to do that.? 

A. It's a vlO!ry S~mP~lO! expl;aoatiqn. I 
starte.p O.lltu.sing qne comp·any na.me fot' 
clllO!m.ic;als i;ln.da.lwthe;- chemiCa) n.ame fo!;' 
other odd,s <\I1P e.n4s an.d. they got 
il1tlO!rtwined and l got confused thliougll 
my own ignora.nce. 

Q. When did you become C'on.fused be·c<lose of 
the use of the tw<;> cOmpany names? 

A.. I beC:<lme. confused, whene On·.e· day 1 did.n'··t 
realize wh<lt name I am supposed to S1gl11 
on wllat vou.cher <lnd so 1 reorganized my 
coropany. 

Le.I(in IJi.dn 't. ~t:lO"1 Hi s. AAAs,. BElEls <;tnd Cq:Cs 

Levin claimed he devised an a1phaQeticaJ. sy",.tem that he used 
on chemical s.a.les voqche;-s to de.note. t.he. mal1n""r i.n w;hi.Gh th"" d.roms. 
w.e.lie. de.Uve·req •. to Br igant ine. He· Was ba.rd pressed. to expla.in. his 
syst.em, h0l'i:ever,. a!;. the. Commi,ss.i,on q~-te.sti,qn""d. th"" u·.se oeli f'i.ctitious 
bills of la.q,ing in connection" wJtb .. hie"" <;tl1""ged ·'de·liv""ry" o.f; 77 
drums to the City. 

Q. N.ow;, prio.r. to the,. y.e,a·r, "9.81: yo,,! w.e1';e 
f.am,i1iar with the Gommon. carrie·lZ, a· 
r.ea 1 common' c<;trder known <;ts AfI'I.A 
'UlZupk.ingI w.e,re YOll' not? 

P.. Slight ly I yes. 

Q. Did you in 19;8:' e.ver uS.e AAA Trutik+ng' 
tosllPply dLchlorqpenzene to Brig<;tntine 
f.rom.yoqr house;? 

A, .• , Neve,r from. my hOUf;e,. 1: cVidn't, u$e· any. 
shipping c;ompanie,s .frqm. my· house .• 

Q. In a. prior session b.efore the SCI you 
w,<?,re shown a packe.t of AAA delivery 
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tickets, bills of lading? 

A. Yes, sir. 

Q. That represent a total of 48 drums that 
were delivered to Brigantine or 
allegedly delivered to Brigantine in 
1981. Were these bills of lading 
false? 

A. I don't think so. "' 

Q. Well, they are all AAA Trucking Company 
listed: they all have AAA Company 
listed above the carrier. I will tell 
you that we went to AAA carrier and we 
asked them specifically about these 
bills of lading an"d they told us they 
were all phony. They are not their 
bills of lading: that the salesman 
listed on these bills of lading did not 
exist and that they did not make the 
deliveries of the 48 drums. What do 
you now about these phony bills of 
lading? 

A. They are not really phony 
respect, sir. I made them out 
I delivered that merchandise. 

in that 
because 

Q. Why did you use AAA? 

A. I think I testified previously that the 
reason I was trying to straighten out 
in my own mind in getting a system. If 
you notice, I didn't put AAA Trucking. 
I just put three A's. On some invoices 
I didn't put anything. On some 
invoices I put self-delivery. I was 
going to use a system where I used 
three AAA when I delivered myself, 
three B's when I used somebody's wagon, 
when I borrowed a van: three C' s for 
something else. I got confused; In 
that respect you might' say phony. In 
actual i ty they were not because that 
was merchandise that was delivered. 

Q. 

A. 

Are you saying that with AAA they 
represent in your system the deliveries 
you made yourself? 

I think so, but I think 
A's might have delivered 
me that year. 

also the three 
some stuff for 
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Q. Here's one that's taken from this 
packet, 

THE CHAIRMAN: Taken at random? 

MR. COPPOLA: Yes, Mr. Chairman. 

Q. It says AAA Trucking • Could you say 
why it says AA.A TruCking since your 
system only included the letters AAA 
and not Trucking? 

A.. . Probably a fraudulent slip [sic]. .Just 
triedtbfill in name·s So itwbuld look 
mor'e business like. 

Q. Why did you halTeto halTe any syst'em at 
all since you were ('j.elilTerinq the 
goods? Why didn"t you put i'n delivered 
by Sam LelTin or Sam Williams or William 
ogden? 

A. Sometbrres I did many times. 

Q. I represent to you that -- .not on these 
tickets ... - where youhalTe AAA list.ed ,as 
the carrier., that represients 48 drunrs" 
4 ifl drums? 

A. Y'es, sir. 

Q. Yo,u d idn" t do t'h·a't on the's'e tickets? 

A. :I:wasn" t thinking. Like I ·s:aio, lam 
only ,a on'e-m;anoperation. 

Q.Werethe's'e tLck;etsu'sed in this fashion 
'with t'h'e k'l'iDW1'eildredfMr. Lakes from 
Briogantine? . 

A. No, ·sir. 
them. 

'He had nothing tod,o ·wit'h 

Q,. 'Didn't he 'bnsomeocc.asionsactually 
sign his name to theoeliveryslip? 

A. I imagine so. I nelTer p.ai,dany 
a,t:tentibn tow'hoe,versigned it. 

'Q. What I amaskinq you is,.a:t the tim'e -
durinqthe ,0ccas:i.on'S that he siqnedhis 
name' tothedelilT'ery ti.cket,was the,r'e 
ever ,a conversation about ,th,e 
information thait is 'on the ti.cket, ANA 
Trucking? 
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A. No, sir. All he was interested in was 
that the merchandise was there. 

Q. So there 
Trucking 
slip? 

was no conversation about AAA 
at the time he signed the 

A. I don't recall. 

Q. The AAA ones were delivered by you in 
your Subaru? 

A. It could have been in my Subaru, could 
have been in the van. 

Q. Whose van was that? 

A. Whose ever I borrowed. 
whose I borrowed. 

I don't recall 

Q. Can you give us any idea whose van you 
borrowed during the year 1981? 

A. Mostly from Jack's Products. 

Q. On those occasions 
the van from Jack's 
drive the van? 

that you borrowed 
Products who would 

A. Me. 

Q. Who would load the dichlorobenzene onto 
the van at your garage? 

A. Me. 

Q. Who would unload it at Brigantine? 

A. Normally me. 

Q. When you were unloading it 
Brigantine, was anybody there? 

A. Somet imes . 

at 

Q. Did anyone see you unload the 
dichlorobenzene from the van or your 
Subaru? 

A. I never paid any attention. 

Q. Could you explain your system of AAA 
one more time? It was AAA and then 
BBB? 
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THE WITNESS: You mean the system that 
I was going to try to do? I was going 
to put three AAA on all the delivery -_ 
on the deliveries I made. Put BBB on 
when I delivered by a van and CCC 
delivered by a carrier, but I never 
carried it through because I got a.11 
confused. 

Q. Are you saying that BBB, then, would be 
associated with a a€livery made by the 
van? 

A, Yes, but I never followed through on 
it. 

Q. I will tell you that we never found any 
delivery tickets· in the City of 
Brigantine with the carrier BBB on it, 
but we found some tickets with the name 
Maislin, which is a trucking company; 
it's called Maislin Transport. Is that 
name familiar to you? 

A. Yes. I got constant bills from them 
all the time. 

Q. We have some Maislin Transport delivery 
tickets that represent a total of 26 
drums. The people from Maisl in had 
told us that these are not their bills 
of lading and that they didn't fill out 
these bills of lading, and they did not 
make the deliveries that represent the 
delivery of 26 drums. They did make 
some other deliveries for you but not 
for these 26 drums. What do you have 
to say about these tickets? 

A. 

Q. 

I probably used it 
delivery ticket when 
delivery of my own. 
organized. 

to fill in a 
I was making a 

I wasn't very 

Why would you have 
Maislin Trucking? 
the name of BBB or 
system? 

to use the name of 
Why didn't you use 
CCC to follow your 

A. My system was never implemented. I 
took the name that popped into my mind. 
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Q. It was not BBB, but Maislin Transport? 

A. Probably because I got a bill from them 
recently and it was on my mind. 

Q. That's the only explanation that you 
can give is that it is the first name 
that popped into your head? 

A. Yes. That's the honest explanation. 

Q. Were you trying to mislead anybody by 
using the name Maislin Trucking 
Transport or AAA Trucking? 

A. No, sir. I just wanted my form to look 
as legitimate when it is delivered by a 
trucker as when it is delivered by 
myself. 

Q. Why did you have to make it legitimate 
since you were delivering the product 
and it's the product that counts? 

A. That's correct. 

Q. Why did you have to make something look 
legitimate? 

A. I wanted to make it look like a proper 
form rather than an amateur del i very 
slip. 

Q. For what purpose? 

A. For my own idiosyncrasy. 
to upgrade my image to 
more businesslike. 

I was trying 
make it look 

COMMISSIONER FRANCIS: Did you do this 
upgrading of this system after you 
received a subpoena from the SCI? 

THE WITNESS: 
with it. 

That had nothing to do 

Levin's Testimony Referred to Attorney General, U.S. Attorney 

Q. Mr. Levin, in conclusion, your method 
of operation included the following: 
The use of aliases, the use of two 
company names, one with your house 
listed as the business address, the 
other with a post office box as its 
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address, delivered dichlorobenzene. 
The use of fake delivery tickets with 
fictitious carriers and people on it. 
no business records to specify. You 
claimed you used your garage to store 
and mix chemicals that have been 
identified as cancer-causing. Isn't it 
true that you· did all of that so you 
could be paid for dichlorobenzene that 
you never actually delivered to the 
City of Brigantine? 

RICHARD SLAVITT, Counsel to Witness: 
I am instructing my client not to 
answer that question. 

MR. COPPOLA: On what grounds? 

MR. SLAVITT: You have drawn 
conclusions that there's been no 
testimony to. You are testifying that 
stuff has not been delivered. You ate 
testifying that chemicals are carcino
genic. We have no idea whether it was 
or not. So you have drawn your 
conclusions, Mr. Coppola, but I don't 
think my client should have to answer 
that question. 

MR. COPPOLA: I have no further 
questions. 

COMMISSIONER FRANCIS: Mr. Levin, while 
you are here, I think you ought to know 
and Mr. Slavitt ought to know the 
Commission has detetmined that a 
transcript of your testimony will be 
ordered and will be sent to the 
Attorney General's Office for review as 
to whether criminal prosecution is 
warranted for fraud, at least, and 
perhaps other offenses. The transcript 
will also be sent to the u.S. 
Attorney's Office for review as to 
possible income tax violations. I 
would sug.gest that you talk to your 
counsel immediately after leaving this 
chamber and if there is any change in 
your position or you wish to change 
your test imony in any way, that Mt. 
Slavitt talk to cOunsel for the 
Commission and maybe with our schedule 
we can allow an opportunity for you to 
corne back. 



-335-

Public Works Superintendent's Story 

The Commission next turned to the actual purchaser of 
Br igantine' s dichlorobenzene in an effort to track down the 214 
drums that the city paid for but which Levin could not prove he 
delivered. This final witness of the Brigantine episode was Harold 
W. Lakes, the city's public works superintendent and former water 
and sewer superintendent. Excerpts from his testimony follow: 

Q. In the course of your employment have 
you had occasion -to order chemicals 
including dichlorobenzene? 

A. Yes, sir. 

Q. Could you tell us for how many years 
you have been ordering dichlorobenzene? 

A. Dichlorobenzene has been 
the City of Brigantine 
been in charge. 

ordered 
since I 

for 
have 

Q. You have been in charge since 19 what? 

A. '75, I believe. 

Q. NOw, in 1981 didn't dichlorobenzene 
make up the bulk of the chemicals that 
were used in the City of Brigantine 
sewer system? 

A. The bulk of it, yes, sir. 

Q. Have you heard ?nything bad about that 
chemical prior to the end of the year 
1981? 

A. I had heard that the D.E.P. wanted to 
refrain from using it, yes, sir. 

Q. In 1981 or 
attempt to 
whether or 
chemical? 

A. No, sir. 

at any time prior did you 
find out from the state 
not this was a harmful 

Q. Why didn't you try and find something 
out about it? 

A. Because I had nothing official from the 
state. I didn't consider it dangerous. 
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THE CHAIRMAN: When did you first hear 
that there might be something defective 
or non-usable about that chemical? 

THE WITNESS: It's been rumored, sir, 
for about four years, I guess. 

THE CHAIRMAN: Back in ' 76, '77? 

THE WITNESS: Somewhere in there, yes, 
sir. 

Q. Al though you have heard rumors about 
this product since 1976 you never 
attempted on your own to check it out? 

A. No, sir. 

Q. When you were first asked by the SCI 
how much dichlorobenzene was used in 
1981, you really didn't know, did you? 

A. No, sir. 

Q. During 1981 did it ever cross your mind 
to detemine how much was actually being 
put into the sewers? 

A. No, sir. 

Q. You didn't have any sort of a control 
to help you to determine how much was 
being used? 

A. The control was at the discretion of 
the men using it. If they needed a 
little bit more, they would use it. 

Q. You didn't know how much was being 
used? 

A. I had an idea how much was being used, 
yes. 

Q. Did the town want to know how much was 
being used since they were spending in 
1981, $88,000 for the product? 

A. No, 5 i r. 

Q. Did they ever request you keep records 
concerning its use? 

A. No, sir. 



Q. Did you 
the use 
1981? 

A. No, sir. 

-337-

have to account to anyone for 
of that product in the year 

Q. Te 11 us how the product actually made 
it into the sewer system, how your 
employees used the product in 1981? 

A. Dichlorobenzene is diluted in water and 
put in through a drip system into the 
lift stations and treatment plant. 

Q. We have been told by others in the 
field that odor can be effectively 
controlled by scheduled periodic 
maintenance, which would consist of 
wash-outs of the pumping stations with 
water under a high pressure hose. I 
should ask you did you know about that 
procedure? 

A. Yes, sir. 

Q. Did you ever consider using it? 

A. Yes, sir. 

Q. Did you use it? 

A. We had -- we used it very scarcely in 
the past. Because of manpower and 
workload we didn't have the time to put 
in. 

Lakes said he 
Levin's Globe Star 

but this was 
continued: 

"guessed" that Brigantine had been dealing with 
Chemical Company since "sometime in the '60 's" 
refuted by the Commission. His testimony 

Q. Who was in charge of ordering 
dichlorobenzene in May of 1976? 

A. Me probably. 

Q. I show you what has been marked C-161; 
it's an exhibit. It's a voucher from 
the City of Br igantine to Globe Star 
Chemical, dated May 4, 1976, and we 
have been told by the accounting 
department at Brigantine that this is 
the first time that Globe Star Chemical 
was ever used. Would you like to look 
at this voucher? I think it is signed 
by yourself also. 
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A. Yes, sir. 

Lakes also testified that he associated Levin only with Globe 
Star and that he didn't know Levin also operated Consolidated 
Purchasing of Mount Ephraim. Lakes testified he made all of 
Brigantine's dichlorobenzene purchases from Consolidated "strictly 
through the mail" and that he never met or talked to anyone 
connected wi th Consol idated. Even though he spl it the Ci ty' s 
dichlorobenzene purchases evenly between Globe Star and 
Consolidated, Lakes testified that he never tried to get a cheaper 
price from either supplier. 

Lakes also indicated he knew nothing about New Jersey's. 
statutory requirement to subject purchases above certain dollar 
amounts to competitive public bidding. His testimony on this 
subject: 

Q. In the year 1979 $51,741 was paid to 
Globe Star and Consolidated, Jack 
Levin, by Brigantine for 
dichlorobenzene. The figure in 1980 
was $77,247. The figure in 1981 is 
$88,179. For those years -- well, for 
those years what was your understanding 
of the bidding laws with respect to 
chemicals? 

A. I didn't know what the bidding laws 
were. 

Q. 

COMMISSIONER FRANCIS: Let me interject 
again. Did the Authorities Association 
take any steps to put out any paper to 
help explain what the bidding laws were 
to any public works department or 
sewerage authorities that you are aware 
of? 

THE WITNESS: Not to my knowledge, sir. 

Were any of the 
dichlorobenzene? 

sales bid of 

A. Not to my knowledge. 

Q. Did the City of Brigantine, anybody in 
the accounting office or whatever ever 
give you an explanation of the bidding 
laws or ever quest ion you about the 
sale of this product in reference to 
the bidding laws during the years '79, 
'80 and '81? 

A.. No, sir. 
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Q. Was it ever a topic of discussion in 
any meeting that you may have attended 
or any conference or any memo that you 
may have received, again the topic of 
discussion being bidding laws with 
respect to these amounts of money? 

A. Not to my knowledge, sir. 

Q. What is the procedure now followed in 
Brigantine with respect to 
d ich lorobenzene and whether or not it 
should be bid? 

A. They are bid. 

Q. Did that procedure come about as a 
result of the SCI's investigation into 
the purchase of dichlorobenzene? 

A. Partly, plus the fact that we have a 
new administrator and he is asking for 
bids on all the items. 

Q. Do you still order dichlorobenzene or 
do you still are you still 
responsible for ordering chemicals for 
the public works department? 

A. I am not responsible for ordering, no, 
sir. 

Q. DO you supervise anyone who does do 
that? 

A. Yes, sir. 

Q. Do you now have an understanding of the 
bidding laws? 

A. Yes, sir. 

Q. Who advised you? 

A. A vague understanding. 

Q. Who advised you? 

A. The city solicitor. 

Q. That's a recent practice? 

A. Yes, sir. 
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Lakes Can't Account fQr $6,700 Cash Deposits 

Q. Mr. Lakes, a review .of yQur persQnal 
banking recQrds fQr 1981 shQwed cash 
depQsits in an amQunt .of $6,700, 
PreviQusly yQU were asked abQut that 
figure and YQuwere nQt able tQ give an 
explanatiQn fQr the SQurce .of thQse 
particular cash depQsits. Can yQU give 
us an explanatiQn at this date as a 
SQurce .of the $6,700? 

A. 1981 I made a IQan against my pensiQn 
plan. My wife had a settlement .on an 
insurance claim. 

Q. Mr. Lakes, the settlement .on the 
insurance claim was nQt included in the 
$6,700. We have allQwed fQr it already 
is what I am telling yQu. 

A. Sir, I cannQt accQunt fQr depQsits, 
cash depQsits in my aCCQunt. 

Q. Did any .of that mQney CQme frQm Jack 
Levin? 

A. NQ, sir. 

Q. There was a check 
DQ yQU knQw what 
abQut fQr $760? 

dated May 21, 1978, 
check I am talking 

A. It was shQwed tQ me .once befQre, yes, 
sir. 

Q. It's made .out tQ William Lakes in the 
amQunt .of $760. CQuid yQU tell us -
and it's frQm Jack Levin. CQuid yQU 
tell us what this check was fQr? 

A. Yes, sir. I had dQne SQme work fQr 
Mr. Levin .on his trailer and I had made 
a persQnal IQan tQ him. 

Q. What was the amQunt .of the persQnal 
IQan? 

A. $300. 

Q. 

A. 

WQuid yQU please describe the 
circumstances .of the IQan? 

Mr. Levin 
apprQached 
if I CQuid 
shQrt. 

was in Brigantine and he 
me in the diner and asked me 
IQan him SQme mQney; he was 
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Q. Did he tell you what he needed the 
money for? 

A. No, sir. 

Q. And what did you say to him? 

A. I said I would have to go home and talk 
it over with my wife and that's what I 
did. 

Q. What did your wife do? 

A. She said for me to loan it to him and I 
gave it to him. 

Q. Where did you get the money from? 

A. She had it. 

Q. Was this cash or a check? 

A. Cash. 

Q. How long were you gone? 
time did it take you to 
wife, get the money and 
Mr. Levin? 

A. 15 minutes. 

How long a 
talk to your 
get back to 

Q. What was your financial situation in 
April of 1978, if you recall? 

A. Not the best, but not the worst either. 

Q. During that time period didn't you have 
some overdrafts from your bank account? 

A. They tell me I did. I don't remember. 

Q. Why did you loan him that amount of 
money? 

A. It's what he asked me for and I had no 
reason to doubt the man would pay me 
back. 

Q. Was he a personal friend of yours? 

A. No, just an acquaintance. 

Q. Did you g~t any piece of paper, 
promissory note? 
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A. No. 

Q. It was simply his word? 

A. Yes, sir. 

Q. And he did pay you back? 

A. yes, sir. 

Q. Did you have to request that he repay 
you? In other words, did you have to 
go after him at all? 

A. No. He said he would pay me the money 
back whenever he paid me for the work I 
did for him. 

Q. What about this work; can you tell US 

about that? 

A. It's insulation of pipes in a trailer 
that he had somewhere down around Sea 
Isle City or Cape May. 

Q. purely insulating the pipes? 

A.. I had to remove some of the interior 
walls and repair the pipes and insulate 
the pipes. 

Q. What type of place was it? 

A. It's a mobile trailer. 

Q. Did you send him a bill for the work? 

A. No, sir. 

Q. How much would that be, $460? 

A. Yes, sir. 

Lakes Didn't Mention Loan Until Later 

Q. The first time you told us about it, 
didn't you tell us the whole $ 760 w,as 
for work? 

A. Yes, sir. 

Q. And, then, isn't it true that you had 
to call us back and tell us that it was 
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some portion of it that was due to a 
loan? 

A. Yes, sir. 

Q. During the time gap while you were 
refreshing your recollection as to the 
$760 did you speak to Mr. Levin? 

A. No, sir. 

Q. Any conversations with him about it? 

A. No, sir. 

Q. When was the last time you saw him? 

A. I believe the last time I saw him was 
Flag Day. That's it. 

Q. This year? 

A. Yes, sir. 

Q. Any conversation about this 
investigation? 

A. No, sir. 

Never Saw Levin or AAA Trucking Make a Delivery 

Q. Did you see any deliveries? 

A. I seen some. I don't know which ones 
you are referring to. 

Q. You never saw Jack Levin actually make 
a delivery, though? 

A. No, sir. 

Q. What documents 
deliveries that 
ally? 

did 
you 

you sign 
received 

as to 
person-

A. Same documents I signed when I didn't 
see them delivered personally. 

Q. What would they be? 

A. Either delivery slip or an invoice. 

Q. How were those deliveries 
supposedly reflected on 
lading? 

made that are 
the bill of 
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A. By truck. 

Q. Would that be a common carrier? 

A; The ones that I seen delivered, yes, 
sir. 

Q. Did you ever see Jack Levin drive any
thing into your work area and deliver 
dichlorobenzene? 

A. No, sir. 

Q. 

COMMISSIONER DEL TUFO: Did you ever 
see AAA Trucking make a delivery? 

THE WITNESS: No, sir. 

Is it 
didn't 
trucks 

fair to state that you actually 
see the drums come off the 

in all circumstances? 

A. Yes, sir. 

Q. Where is your office located 
relation to the drop-off area? 

in 

A. In the front of the building. The drop 
off is in the back of the building. 

Q. Was there someone who brought the 
delivery tickets into your office? 

A. Yes, sir. 

Q. Would that be the truck driver? 

A. Truck driver or Mr. Levin would come in 
with a delivery ticket. 

Q. When Mr. Levin came in with the 
delivery tickets, did you ever check 
them to see the information that was on 
there, the trucking carrier? 

A. No, sir. 

THE CHAIRMAN: . He is asking if you ever 
checked them against the receipts that 
you signed? 
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THE WITNESS: I never checked the drums 
aganst the delivery receipts. 

Although Levin said that he had often delivered two drums at a 
time by means of his Subaru car, Lakes testified he had never 
witnessed such a delivery and no employee had ever reported such a 
delivery. 

The Commission also questioned Lakes about Levin's testimony 
that he had often loaded the 500-to-600-pound dichlorobenzene drums 
on to a vehicle and unloaded them. at Brigantine by himself. The 
testimony continued: 

Q. How difficult do you think it would be 
to unload a 55-gallon drum of 
dichlorobenzene from the vehicle? 

A. I don't know, sir.' 

Q. Do you have any idea? 

A. I imag ine 
difficult . 

it would be a little 

Q. Do you think you could do it? 

A. I don't know. 

Q. Do you think Mr. Levin could do it? 

A. Again, sir, I don't know. 

THE CHAIRMAN: 
one drum? 

Ho.w much weight is in 

THE WITNESS: 
pounds. 

Approximately 5 or 600 

Q. Does it ever occur that there is a full 
drum of dichlorobenzene that has to be 
moved? 

A. Yes, sir. 

Q. How is the drum moved when it's in the 
work area to some other place? 

A. Usually moved buy a front-end loader or 
a tail-gate truck. 

Q. How many people, employees are involved 
in moving the barrel around to help the 
front-end loader or get it onto the 
truck you spoke of? 

A. One person can put a drum on tail gate 
of a truck or the bucket of a back 
loader. 
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Q. How do they do that? 

A. Up-ending the barrel and roll ing. it in. 

Q. Could you do that? 

A. Not today. 

cbuld Mr. Levin 
opinion? You do 
seen him. 

do that, 
know him; 

in 
you 

your 
have 

A. I imagine he might be able to do it. I 
don't krlOw. 

THE CHAIRMAN: He didn't have the right 
to use your mechanical equipment at 
that plant, did he? 

THE WITNESS: NO, sir. 

Q. Ybunever let him use any of your 
mechanical equipment? 

A. No, sir. 

Q. Could one person move those drums 
around? 

A. One person can move a drum of material 
yes. 

THE CHAIRMAN: Roll it or pick it up? 

THE WITNESS: They can roll it. They 
can load ittoa truck and move it to 
another location. 

THE CHAIRMAN: Move it up an incline? 

THE WITNESS: No, .s·ir. 

THE CHAIRMAN: Have to com.e downhill? 

THE WITNESS: I would 'say, yes, sir. 

Q. Do you recall testifying pr.eviously 
before the SCIt:hat i twould take a 
fairly decent s i·ze persont 0 move a 
55-gallon drum? 

A. No, I don't remember say,ing that. 
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Q. Would it refresh your recollection for 
you to look at your prior testimony? 

A. What I am saying is if the person is in 
good phys ical cond it ion he can move a 
55-gallon drum. I cannot now because I 
have a bad back. 

THE CHAIRMAN: I think you would agree 
that one man without mechanical 
equipment can't move a drum from the 
ground of a floor or a garage into a 
car all by himself, can he? 

THE WITNESS: I wouldn't think so, 
sir. I don't know. 

THE CHAIRMAN: Unless he was Tarzan or 
the equivalent. 

Lakes Admits He Never Checked On Deliveries 

Q. with respect to the times that Mr. 
Levin carne into your office with 
delivery tickets, is it fair to state 
that you d idn' t go out to make sure 
that the dichlorobenzene was actually 
delivered? 

A. It is fair to state that, yes, sir. 

Q. You testified that you never saw him 
unload anything; you never saw him 
drive anything. At the time when he 
carne into your off ice with a del i very 
ticket, why didn't you go out to make 
sure that the drum was actually there 
since there was no way that he himself 
could do it? 

A. I have no answer for that, sir, why I 
didn't. I have no answer for that. If 
he were to corne into the office and 
have something to be unloaded, I could 
have signed it and called somebody on 
the radio and asked them to corne down 
and unload it. I don't know 
particularly on each instance. 

THE CHAIRMAN: With ·Levin particularly 
you recall that? 

THE WI TNESS: 
sir. 

I can't swear to that, 
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Lakes and Fictitious Bills of Lading 

Q. Do you recogni~e those 
tickets and vouchers for 
Brigantine? 

as delivery 
the City of 

A. Yes. 

Q. Documenting the delivery of a certain 
amount of drums? 

A. Yes, sir. 

Q. Does your signature appear on the first 
one? 

A. Yes, sir. 

Q. Is it true your signature means that 
you acknowledge receipt of the freight? 

A. Yes, sir. 

Q. The first ticket, the first delivery 
ticket, is the carrier indicated as 
AAA? 

A. Yes, sir. 

Q. That trucking company AAA carrier has 
told this Commission that they do not 
use that type of form. They made no 
deliveries to Brigantine in 1981. They 
have no truck drivers by any of the 
names that are set forth on those 
tickets. Do you have any explanation 
as to why your name appears on a 
delivery ticket with AAA carrier on it 
when they did not make the delivery? 

A. Sir, all I can say is the delivery was 
made that I signed for. I do not and 
did not check the carrier on the slip. 

Q. Those were tickets t'nat were brought 
into your office by J,ack Levin; is that 
true? 

A. I don't know if this was or not, sir. 

Q. Would you look at it and see if there 
is anything on there that would refresh 
your recollection. He told us that he 
made those up and presented them to the 
City of Brigantine. The first one has 
your name On it. 
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A. Yes, sir. I can't say that he brought 
this in himself or not. 

Q. Do you have any idea who delivered 
those drums if, in fact, they were 
delivered, keeping in mind that they 
are fictitious and AAA didn't make the 
delivery? 

A. No, sir. 

Q. Mr. Lakes, I show you what has been 
marked C-186. Those are delivery 
tickets that have Maislin Transport set 
forth on them as the carrier. We have 
been told by Maislin again that those 
26 drums that those tickets represent 
were not delivered by Maislin. Is that 
the first time you are seeing those 
tickets? 

A. The first time this question about it 
as far as Maislin goes, yes, sir. 

Q. Could you tell us what 
about those? Well, 
delivery tickets? 

A. Sir, I don't know. 

you have to say 
they are phony 

Q. Some of them have your name on it? 

A. Yes, sir. 

Q. I believe at least eight deliveries 
have your name on the delivery ticket 
itself. 

A. No idea, sir. 

Q. And you sign the delivery ticket? 

A. Yes, sir. 

Q. Without checking at the time that you 
signed it that the chemical was, in 
fact, delivered to the plant? 

A. Yes, sir. 

COMMISSIONER DEL TUFO: Are you still 
employed by Brigantine, Mr. Lakes? 
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THE WITNESS: Yes, sir. 

COMMISSIONER bEL 'l'tiFO: Don't you think 
it's part of Your obligatioh to check 
to make sure the materials were 
delivered to the site? Yes or no? 

THE WITNESS: Yes" sir. It probably is 
iny obligation. Especially if I sign 
the ticket. 

To sum up, Mr. Lake~, you ~idn't keep 
track of the amouh't of chemical 'that 
was put into the syStem; you didn't 
have to accounttoahybody in the 
city. You had some information to inake 
a conclusion on your own that th'e 
chemical product was harmful. We have 
delivery tickets that represent $54,000 
that were paid to Mr. Levin in 1981 
that were phony. Do y'ou hageanything 
to say about those facts? 

A. Sir, the fact is the amount of 
chemicals that was delivered is the 
amount of chemical that was applied to 
the lift stations and whatever we used 
it for. 

Q. You don't know that for b'erUlin because 
you didn't keep track of how much was 
being used and you never made sure the 
stuff you paid for you received because 
you didn't look to see if it was in 
there? 

A. My men told me what they were putting 
in the lift stations, how much volume 
they were using. 

Expert~ Testify On Authority Reforms 

The final public hearing session was hicjhlight'ed by a series 
of expert witnesses who testified about thepr6blems unCovered by 
the Commiss ion's inquiry and suggested how these problems might be 
resolved. As with all other hearin1} witnesses , the Commissi6n had 
spent considerable Executive Session time with th'e expertsptiorto 
the public hearing. 

Dr • Joseph V.Huriter 

Professor Hunter is chairm'an of Rutgers Uni versi ty 's 
Department of Environmental ScienC'e,with an extensive background 
in water pollution and in wat'er and wa'stewater analysis. He has 
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had practical experience in wastewater sampling and treatment and 
has for some years taught evening college courses on preparing for 
S-l licensure as a sewerage plant operator. As a result, Dr. 
Hunter's testimony focused on sewerage treatment and plant 
operational problems: 

Only 

Q. Is the key to the physical operation of 
the plant the licensed operator? 

A. Yes. 

Q. Is the education and licensing by this 
state of operators sufficient to insure 
that qualified people are operating the 
multi-mill ion-dollar sewage treatment 
plants in this state? 

A. It is initially. The operators in 
passing the 1 icense have to pass 
examinations and they have to have a 
certain number of years of experience, 
and the courses that they take give 
them a certain number of years of 
experience and credit for those 
courses. But, unfortunately, that is 
about where it ends. 

Q. Are there any continuing educational 
programs? 

A. There are some, but most continuing 
education now has just about started. 
It's not something which has been going 
on for any long period of time, and it, 
unlike some of the other courses in 
which they are taking things for the 
1 icense, these would be only taken by 
the interest of the operators 
themselves. They are not mandatory and 
nobody has to take them. 

Q. 

A. 

Few 

Q. 

A. 

Are there any 
programs that 
state? 

Not that I know 

Chemical s Needed 

continuing educational 
are demanded by the 

of. 

to Treat Sewerage 

Are you familiar with the chemicals 
used in sewage treatment plants? 

Yes, I am. 
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Q. Generally speaking, are few chemicals 
nee'ded to operate a plant? 

A. Yes. 

Q. What chemicals are those that are 
needed? 

A. The primary chemical that is needed in 
almost every wastewater treatment since 
disinfection is mandatory in New Jersey 
in most cases is, of course, chlorine. 

Q. What other chemicals? 

A. There it depends now on some the 
rest become somewhat more special 
circumstances. In other words, 
chlorine is almost always required. 
The other ones may be required for 
certain specific types of problems. 

Enzymes Are of "Minimal Value" 

Q. Dr. Hunter, what is an enzyme? 

A. Enzyme is an organic catalyst which is 
usually, normally, although we can 
construct some of them, formed by 
living organisms for the purposes of 
their cell growth and metabolism. 

Q. And what do enzymes do? What can they 
be used for? 

A. They all do the same thing; they speed 
up the rate of chemical reactions. In 
other words, they make a chemical 
reaction go quite rapidly that would 
normally go quite slowly. 

Q. Do you have any opinion as to whether 
enzymes are of any value to the 
operation of a sewerage treatment 
plant? 

A. I would think they would be of minimal 
value. 

Q. Doctor, we have received testimony 
an Arthur Cohen, an i,ndivi'dual 'who 
blender of chemicals, and also 

frpm 
is a 
his 
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employee, Daniel Deter. The testimony 
was, in essence, that the enzymes that 
were sold by Mr. Cohen were a 
combination of eight pounds of salt to 
two pounds of enzymes. Could you 
comment on that combination? 

THE CHAIRMAN: 
sewage plant? 

As to its use in a 

A. There is absolutely no use and no 
purpose to the salt in that, if we want 
to talk about the salt first, the salt 
could not help any process in the plant 
and most assuredly could possibly have 
an adverse effect on some processes in 
the plant. The only role that the salt 
could play in such an instance would be 
as a filler. 

Q. Just to take up space? 

A. Yes, so that for a given dollar you 
receive a greater mass of material so 
you think you're getting more • 

. Q. Doctor, yesterday an individual known 
as Jack Israel, in justifying his sales 
of enzymes under a State contract for 
automobile parts and supplies, claimed 
that enzymes could be used to clean 
drains and traps from automotive 
greases and oils. Could you comment on 
that? 

A. I would be -- I 
whether or not 
would assist in 
bon-type greases. 

would doubt extremely 
enzyme preparations 

degreasing hydrocar-

Dichlorobenzene "Useless" In a Sewerage plant 

Q. Is dichlorobenzene a carcinogen? 

A. It is toxic. I don't remember seeing 
data that necessarily, necessari ly, 
linked it to cancer. Okay. It's a 
fairly toxic material. 

THE CHAIRMAN: How much use has it in a 
sewerage plant or sewerage system? 

THE WITNESS: I would not think of any 
use that you would ever put it to. 
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THE CHAIRMAN: No use at all? 

THE WITNESS: No, because if you wanted 
to deal with odor control, if something 
was coming into the plant and it had a.n 
odor, why employ a masking agent that 
is toxic indoors to mask an odor when 
you can employ an oxidizing agent to 
get rid of that particular odor if that 
problem arises? And there are 
oxidizing agents, like chlorine, 
peroxide and permanganate, which will 
work under those circumstances for 
septic sewage. 

Su,ggests ah'Advisory Panel for Plant Operators, 

Q. Doctor, do you have any recommendations 
to this Commission regarding this 
investigation? 

A. Well, to a large extent, one of the 
major problems that we have is one of 
education and one of a wastewater 
treatment plant operator realizing that 
it is very difficult for him to run 
controlled experiments to really prove 
something is of value to him to a 
wa.s.tewater treatment plant. That 
leaves the average operator susceptible 
to any snake-oil saleman that comes 
around. 

So my suggestions would be that there 
w.ould be some type of advisory group 
for operators when they come down to 
some of these particular problems. The 
Environmental Protection Ag.ency does 
have a trouble-shooting manual, but 
it's this thick, and most operators. 
would not have the expertise or even 
the time to try to go throu·gh something 
like that, consic:lering all the other 
things that they have to do. So my 
sugigestions would be, first of all, to 
hav·e either with the state or a.t the 
university, o·r at both, some k.indof 
ad'visory g.roup for operators wfuen 
people like this come aro.und and thing·s 
I ike th i s oceur, th·at they can g.e t 
some, say, advice from peop.le who have 
mo stake in the matter whatsoever. 
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Secondly, inasmuch as operators only 
really have to take the examinations 
and so on at the beg inning of their 
career, it would probably be of some 
assistance if some kind of requirements 
were made for continuing education so 
that they would, can be continually 
upgraded so that they will be right on 
top of the state of the art. Right now 
it is up to the discretion of the 
operators. Many of the operators are 
on top of things and will go to all the 
meetings of the state associations and 
so on. But it's right now on a 
voluntary basis, and, in general, 
voluntary things usually don't work out 
too well or we wouldn't have automobile 
inspection. 

Walter Zizik, South Monmouth Regional Sewerage Authority 

The next witness's expert testimony was based on a wide 
ranging academic and practical background in every phase of 
sewerage authority operations. Walter zizik's experience included 
service since 195B as executive director to five sewerage 
authorities, one of which he served twice, and including his 
present post as project coordinator at the South Monmouth 
authority. The Commission was interested in his evaluation of the 
autonomous authority concept: Following are excerpts from zizik's 
testimony: 

Q. Do you, as someone having a long period 
of involvement with the various aspects 
of municipal utilities authorities and 
sewerage authorities, have an opinion 
on the authority as a public entity? 

A. Yes. In these first ten or twelve 
years of my employment it developed 
that the form of government that an 
authority is set up under does not have 
the checks and balances that we 
normally experience in our form of 
government as we know it. 

For instance, there are absolutely no 
rules or regulations governing the 
setting or keeping of· a budget. A 
budget can be overexpended with 
impunity without any consequences. 
Just so long as the bondholders are 
satisfied they can receive their debt 
service, then there is really no 
control over what an author i ty can or 
may spend. 
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There is no control or no body to which 
a private individual may petition 
should he feel aggrieved at the rates 
he is being charged, and this, I 
bel ieve, is contrary to our form of 
government. 

Q. And yet the use of the facilities in an 
area is mandated. Is that correct? 

A. In the field of wat.er and sewage, yes. 
There are other authorities, of course, 
where Garden State Parkway Authority, 
if I don't like their toll, I don't 
have to use their road. If I have a 
sewer, and the only game in town is the 
sewer authority, I must connect to 
their sewer system"and pay their fees. 

Q. Do authority board members fully 
involve themselves in the operations of 
the authority? 

A. I think that is a question of the 
members who are appointed to the 
authorities. I have definitely seen 
members getting very much involved. 
Frankly, the ones I have worked with, 
with the exception of one, did get so 
involved. However, in general, I don't 
think they do. 

Q. Can you give us your opinion as to the 
percentage of author i ty board members 
in this state that are competent board 
members? 

A. With the condition that you qualify 
competency, I would have to say that 50 
percent or thereabouts, in my opinion, 
should not be member~ of authorities. 

, 

Q. Do board members place too much 
reliance on their consultants? 

A. Board members must place reliance on 
their consultants, if nothing else than 
not to be second-guessed. Certainly if 
an attorney for an authority advises 
the authority that what they are doing 
is illegal; it would be foolhardy for 
the authority to fly in the face of 
such advice. Certainly if their 
consulting engineer advises that t'l'ley 
s'hould not do a certain thing, or 
adv ises contrary that they should do a 
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certain thing, they would be foolish to 
fly in the face of that professional 
advice. 

I believe, however, that the problem 
comes in that many authorities do not 
have competent executive staffs who 
would be able to independently review 
what recommendations are coming from 
the consultants' to be able to give a 
completely unbiased or owner-oriented 
opinion. 

Q. Would you agree, then, that authority 
board members should not place total 
reliance on their consulting staff? 

A. I think the authorities should have in 
staff and house an experienced 
engineer, experienced in water 
treatment if it's a water authority, 
sewage treatment if it is a sewer 
authority, who has the ability to 
review what the engineer is doing, as a 
second opinion if for no other reason. 

Q. Mr. Zizik, do politics have any 
influence in the operation of authority 
boards in the selection of consultants? 

A. Very much so. 

Q. Can you give us any examples? 

A. Well, the most recent example is my 
demise at Middletown Township. I had a 
contract for three years that would 
have expired in 1976. The politics 
changed, and it doesn't really serve 
any purpose to at this time say what it 
went from and to, suffice it to say it 
changed, and immediately, why, the 
engineer, the attorney and the auditor 
were replaced, and I was told, as 
unsubtly as possible that I should look 
for another position because I would be 
replaced as soon as by contract 
expired. Fortunately, I was able to 
beat them to it. 

Q. Would you agree that 
chemicals are needed 
properly operate a plant? 

generally 
to run 

few 
and 



A. Relatively fewi yes. 

Q. Do you know what dichlorobenzene is? 

A. yes. It is, in effect, a disinfectant 
and a bdor"'masklng agent. 

Q. Do you use it at the South Monmouth 
Regional plant? 

A. No, sir. 

Q. WhY not? 

A. We have an odor problem and we use 
hydrogen peroJli.de and that very 
effectively without any problems 
handles the odors. 

Q. Do you use enzymes? 

A. No, I don't. 

Q. Why not? 

A. I don't feel that a properly designed 
ahd properly operated treatment plant 
requires the addition of enZymeS to aid 
in the process of bacterial action. 
'l'here is sufficient bacterHt in the 
sewerage that should hOt reqUire any 
acceleration. 

Q. Is there any cehtral repository 61 
information about authorities irithe 
state, the num!Der of authorities, the 
rates that theY're charging, technical 
i·nfotmati6n? 

A. NO, there is not. 

Q. would that b'e heipful? 

A. Yes, 1: think it would liYe helpful !Doth 
hom the point of View of we in the 
field and certainly those people in the 
State of New Jers'ey, other agencie's. 
For instance, let's assume that all of 
a sudden chlorin'e was to be 
discontinued because of its eftec't 6n 
t·he environment. I think it would be 
nice if the state would be able to send 
a rna ilg.r am to each and every author ity 
in the state of New Jersey. but 
6bv iouSly they can't, becaUSe I don't 
think they have a registry of them. 
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Zizik Urges ,l:!onpartil?an Election ot' Authority Members 

Q. Do you have any recommendations to this 
Commission? 

A. One. It would be my recommendation, 
the manner in· which authority members 
are chosen be changed from being 
appointed by the governing bodies oJ 
the municipalities to a non-partisan 
election by the people of the 
municipality, in a similar vein as 
boards of educations are elected. I 
don't know if that's going to be the 
answer because I understand that the 
board of education election does not 
draw too much of a interest. But, at 
any rate, if then the people are going 
to complain, and they haven't voted, 
then I think I would have, at least, 
the ability to say, well, you know, you 
had your chance at the polls. Right 
now, each individual authority member 
is not accountable to the voting public 
other than through the council that 
appointed him or her. 

Q. Could you continue, please? 

A. Surely. If, in fact, the first 
alternative of electing members rather 
than appointing is not viable or not 
possible, I would then suggest that the 
state set certain qualifications for 
authority members ••• I would sincerely 
hope that the state set certain minimum 
qualifications for the hiring of the 
authority's chief executive officer ••• I 
believe that each authority should have 
a full-service bookkeeper on staff to 
perform all bookkeeping functions so 
that the auditor can then truly make an 
independent audit that can, in fact, 
produce a certified audit ••• I firmly 
believe that bonds sold by the 
authority should only be sold under 
competitive bidding, similar to local 
government bonds ••• I think that there 
should be a uniform method of 
accounting set up ••• I think no place 
during the discussion I have heard or 
read about has one important function 
come to the fore and that is the 
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selection of the trustee bank ••• Lastly, 
I would strongly recommend that 
author it fes be placed under some t~(pe 
of control Similar to what 
municipalities are under, preferabiy 
under DiviSion of Loeal Government. 

N.J. Autharities Association Leader 

Although the leadership of the Authorities Assotilltionol: New 
Jersey had not been supportive pf the Commission's inquiry and 
public hearing, Mrs. Gail Quabeek, the association I s president, was 
called to testify about her organization's activitieS and views, 
Her opening statement and excerpts from her testimony follow: 

L 

My regret is that your format will hot 
permit this COrilmission to know ,as I 
do. the hundreds 'Of dedicated public 
servants, who as members of this 
association have been, and will remain, 
dedicated to the Single goal 01: a more 
effective utility operation for the 
people of this state. Tothi$ end, 
this association. has developed 
extensive and effective liaison with 
state and federal regulatory agencies 
and their persOnal. To this end, this 
association has sought audiences before 
any public, proper public rorum such as 
any legislative committees to make 
known its views. Instead, and to our 
dismay, we are called before this 
investigative agency, an agency which 
ini tiate'd these hearings by charging 
that authorities are o.perated without 
accollntabi lity and wi thoutoversight. 
We who have actual responsibility for 
the operation of these authorities know 
that these charges are not true and we 
know that the contemptible practices 
revealed here are n'either wides'pread 
nor typical. This association wil:L 
support any legislation which 
strengthens and protects the f ina.ncial 
bas'e of authority operations, but we 
will continue to Oppose all legislati6n 
which, in the name of accountability, 
effects a wholesale transfer of lOcal 
decisio'n'"-rttakirtgto Trenton while, 11'1 
fa'ct, doing very I retle to make thes'e 
a'uthorities actually ac·countabie. 

ExAMINATION BY COMMISSIONER FRANCIS: 

Q. Ih fact, your association is a trade 
association, is itn6t? 
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A. That is correct. 

Q. It's a lobbying group? 

A. In addition to many other things, yes. 

Q. What steps has·the association taken to 
document that the practices described 
here are neither typical nor 
widespread? 

A. We have not taken any steps, but we 
certainly have a proven record through 
the past years of the efforts that we 
have made to stimulate discussion, 
education; we have presented 
conferences, we have newsletters, and I 
think that we have gained a reputation 
for promoting professionalism in the 
industry, and I am willing to stand on 
that reputation at any time. 

Q. Let's talk a little bit about your 
association. Are all the members of 
the association municipal utilities 
authorities and sewerage authorities? 

A. No, sir, they are not. 
members are not. 

Associate 

Q. Who are some of the associate members 
of the association? 

A. Eng ineering firms, attorneys, bankers, 
industry suppliers. 

Q. Accountants? 

A. Accountants. 

Q. Underwriters? 

A. Underwriters, yes. 

Q. Eng ineers? 

A. Correct. 

Q. Chemical companies? 

A. I believe we may have one. 
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Q. Would some of those eng,ineers tha,t are 
associate members be engineers who are 
hired as consultants by the associat.ion 
-- by authorities? 

A. Certainly. 

Q. Would some of the underwriters be 
people who do the underwriting. for a 
bond issue for an authority? 

A. Certainly. 

Q. Would some of the financial advisers be 
people who were hired by an authority? 

A. Certainly. 

Q. So that those people who are associate 
members may no,t a·t all times have the 
same interests at heart that the 
authority does; isn't that true? 

A. That my be true in some cases, yes. 
However, I think it's very important to 
point out that the associate membership 
does not control or set policy for the 
Authorities Association. Policy is set 
by a board of directors, and their 
membership on that board of directors 
is very limited to four out of twelve 
directors. 

Q. Is Malter Internation.al an assQ.ciate 
member? 

A. I believe they may be. 

Q. Is Mayo,. Lynch an ass.oc.ia,te member? 

A. Yes~ they are. 

Q., Is Kupper Enginee,ring' an assoc.ia,te 
member? 

A. Yes" they are., We. have a hundred and 
sixty some assocta,te membe',rs, so the 
few that you. have named eertainly a'r'e 
not re,presenta,tive of the en·t ire 
hundred and sixty. 

Q. How does. that compare to th.e. number of 
full me.mber's? 

A.. We hav,e, 8'1 a,utho,rities as members. 
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Q. So you have twice as many associate 
members? 

A. That's correct. 

Q. Is Mr. Porro, or has he been, counsel? 

A. Yes, he has in the past. 

Q. He was one of the founding members of 
the association? 

A. I believe he was one of them, yes. 

Q. Now, I understand that the association 
conducts seminars on various problems 

A. Yes, we do. 

Q. -- that an authority might encounter in 
its business? 

A. That's correct. 

Q. And you send out a newsletter? 

A. Yes, we do. 

Q. And you take positions on legislation? 

A. Yes, we do. 

Q. Is there anything else you do? 

A. We do a wide variety of things. We 
take surveys, statewide surveys on user 
charges and salaries. We have 
conferences, as you mentioned, but I 
think it's important to note that those 
conferences cover a wide range of 
things from the latest technological 
development, to new legislation, to 
labor relations, to new regulations, 
and we try very hard to educate our 
membership in every way that we can to 
any new developments. 

Q. Do you know, does the association -- I 
say "you," talking about the 
association does the association 
know how many municipal utili.ty 
authorities and sewerage authorities 



there are in the state of at the 
present time? 

A. No. As a matter of fact, we have been 
asked to provide that information to 
the Department of Community Affairs, 
which we found a rather strange request 
to a trade organization inasmuch as 
every time an authority is created and 
every time even a new member is 
appointed or reappointed, this 
information is filed in Trehton. 
Obviously, no one has been keeping 
track of it. I know authorities, many 
authorities, that for twenty years of 
their existence have filed this 
information as well as their audit 
report every year. 

Q. 

A. 

The Secretary of State is provided with 
a copy every time a member of an 
authority is appointed, and bond 
counsel reviews. This has been done at 
any bond closing. It seems to me 
there's some lack in the state level 
that they haven't been able to 
accumulate this data; perhaps lack of 
staffing. 

Do you know what. the amount 
grants to authorities has 
1970 to the present time? 

of Federal 
been from 

have that 
I dop't 

I would 
office. 
certainly. 

information in my 
have it with me, 

Q. We had a witness here testify that it 
was in excess of $1,5GO,00D,aOb in 
Federal grants froI1l 1970'. would you 
dispute that? 

A. I would have no reason to dispute 
that. I believe you probably have that 
information correctly. 

Q. Do you know the amount of state gral'lts 
to authorities from 1970 to the present 
time? 

A. I don't have that data with I1le, nO, 

Q. Would you 
said that 
million? 

disagree with a witnE!ss who 
it was in excess of $150 
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I wouldn't disagree if it was a witness 
who has that information. 

Do you know what the amount of bond 
proceeds that have been generated by 
bond issues by authorities from 1970 to 
the present time? 

No, I don't. I 
president of ·this 
expected to have all 
fingertips. 

don't think as 
association I'm 
that data at my 

Q. I'm looking for help and for 
information, Mrs. Quabeck. Do you know 
what the total amount of user charges 
from 1970 to the present time are? 

A. No, sir. 

Q. In any event, you would not quarrel 
with a conclusion that authorities 
receive by way of grants from state 'and 
Federal governments, and generated by 
bond issues and by user charges, 
enormous sums of money? 

A. I would agree with that. 

Q. Would you agree that these bodies which 
receive enormous amounts of money have 
little or no regular ongoing 
supervision by a state or Federal 
regulatory body? 

A. With regards to financial control? 

Q. Yes. 

A. I would agree wi th that, and we have 
never taken any other position. We 
have supported the idea that there 
should be more fiscal oversight and 
development of reasonable financial 
controls over authorities and we have 
never opposed that concept. On the 
contrary, we have made every effort to 
participate in the development of such 
program. 

Authorities Association's Views on Oversight 

Q. How, for example, would you help to 
insure that there was greater financial 
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):,elSPpnsibtlity ilno greater financial 
0y·efsight? WQlJld you ,the alSsociation 
ti)at i$, fP):, example, enCQurage the use 
pf 11 ynifPrmCi!ccPlJnting system? 

Absolutely. We have slJPported that. I 
QeHe¥e thCi!t's in YOlJr records. We 
ISubmitted an agreement that we reached 
to p!:,oceed ;;tnO cooper;;tte in every way 
in the development of that. Our 
agreement with Mr •. · Skokowski was that 
th;;tt would have to be a logical first 
step. Fl;COm there, when that uniform 
acco.\lnting was in place, we would like 
to coopel;Cate in oeveloping further 
financtjl controllS. He agreed with us 
that H would be extremely difficult to 
cpme up with any 're;;t.lSonable financial 
control:s until we had that uniform 
sys.tem of accounting in place. 

And these. uniform accounting reports 
would go to some IState regulatory bQdy? 

That':s correct. 

Wpuld the associatipn also agree that, 
if :some IState ag.ency is to receive 
uniform auoits, it olJght to h.ave the 
power: to do iS9mething about what's 
s.hown or nO.t :shown in tholSe audi.ts? 

I cert;;tinly th.ink we wou,ld s.upport 
fur:ther !;teps t.hat would give them 
pqwer depenOing. lJpon what power you"re 
t.a)king about. The only legis.lation 
tha.t we have seen, to, d'ate ha's gone far 
beyond any legi.!;;la,tion that could be 
col1.sidered re.asonable. 

BE); th ... t you are. a·t least. in a,g,reement 
that. the):'e OUght to be a,. uniform. sys,tem' 
qf a,.ccqun,ting, a.nd that tho.ae, audt t 
r.e,po,rts. ought t,o be, f'il.ed wi th;;t, . state 
r.eg,yJatpry bpt!ly? 

Ve,r:Y, d;ef,in.i t.e1y, 

i\>nd YOLl: a,re a,ls,o in ag,reement that the, 
s.ta.,te. reg,lJ1at.ory body, that h,as those 
!:,epqrts, qugl);t. j:o have, thee. pow,ex to do' 
lS.om.e,thin.g, ab,cp,l:I,t wha,j:'·'s.. d'ilS,closed in 
thQse repcprts!. I.sn:'t tha·j: ISO?' 
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Q. So your quarrel, really, then is with 
the extent to which a state regulatory 
body could do something about what's 
shown in finances of an authority? 

A. Yes. Our quarrel was with a specific 
piece of legislation 

Q. Well, okay. I don't want 

A. which was far beyond what you're 
discussing. 

Q. Mrs. Quabeck, let me interrupt for a 
second because I don't want to get hung 
up in any dialogue between us or with 
you, the association and the 
Commission, on a specific bill. What I 
am really trying to do is find out what 
we can do to correct some of the 
problems that we have seen here during 
these hearings, so if we can for 
purposes of this question put aside 
specific legislation. 

A. I find that difficult, though. 

Q. 

x X X 

You have agreed with us that a 
system of accounting ought 
instituted. Isn't that so? 

A. That's correct, we support that. 

uniform 
to be 

Q. You agree that ought to be filed with a 
state regulatory body. Isn't that so? 

A. Yes. 

Q. You agree the state regulatory body 
receiving that report ought to have the 
authority to do something about it. 
Isn't that so? 

A. Yes, within reason. 

Q. So that I conclude, and I am hoping you 
will agree with me, that the only 
quarrel you really have, then, is the 
extent of that authority over --

A. That's correct. 
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Q. .;I p.;lrticul.;lr municipal utility 
authority? 

A. \'es, yes. 

Q. Is there presently within the state any 
body th.;lt an .;I~thority can go to, say, 
a new authority or an authority that is 
encountering problems with which it h.;ls 
had no previous experience, any state 
body it can go to get help, such as the 
municipal government can go to the 
Division of Local Government in the 
Department of Community Affa.irs? 

A. l sho~ld think they can go to the 
Division of Loc.;ll Government, 
Dep.;Irtment of Comm~nity Affairs. 

Q. aut, in fact, no such bo.dy exists at 
the present time: isn't that so? 

A. No such body that 

Q. No such c.;lpacity exists now in D.C.A.? 

A. Evident:l,y that 
don't. even 
.;Il.\thorities. 

must! be 
have a 

x X X 

true if they 
census of 

Q. Would Y0l.\ .;Igree with me that many 
members. of ml.\nicipal utility 
authorities .;Ind sewerage authorities 
receive their appointment on political 
rather than the b.;lsis of merit? 

A. I'm s~re that's true. 

Q.. H.as the association done anything about 
that? 

A. No,. si,r. 

Q. Would you agree that. many of the chief 
executive officers of authorities 
receive their appointments on a 
politica.! basis and they are 
unql.\alified for that job? 

A. I. couldn't make a stat.ement as to how 
many are qualified or how many are 
not. I. certainly w.ould agree th.;lt. I.'m 
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sure a lot of them are political 
appointments, just as there are in many 
other levels of government. Th is is 
certainly not unique to authorities, 
and it is also true of state 
authorities as well as local 
authorities. ·There are appointments, 
many of them political. It does not 
necessarily mean they are not qualified 
individuals. 

Q. Would you agree that many of the 
authority members have little or no 
experience in running authorities with 
the kinds of dollars we're talking 
about and the kinds of technical 
problems that an authority deals with? 

A. That many do not have? I really 
couldn't make a statement to that 
effect. I don't know how many mayor 
may not have exper ience. I am 
acquainted with some who have a great 
deal of experience and expertise in 
that area. 

Q. Has the association found that many of 
the operators of sewage treatments 
plants have little or no experience or 
knowledge of the chemicals they are 
using to treat wastewater? 

A. I really have no knowledge of that. I 
know that our association has taken a 
very active role in several committees 
to develop licensing requirements and 
regulations, and we certainly are 
always encouraging any kind of 
participation we can at our conferences 
and seminars from people who do have 
expertise in various fields. 

Q. Has the association found that many 
authorities lack any kind of inventory 
controls or other system wh ich would 
enable the authority to know whether 
excess amounts of chemicals have been 
purchased or chemicals purchased which 
are totally useless for treatment? 

A. No, I would have no information on 
that. I don't think a trade 
association such as ours with no 
full-time staff can be expected to 
undertake those things. 
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Q. Has the association looked into the 
question of whether authorities are 
paying excess spreads or excess 
commissions to underwriters for bond 
issues? 

A. No, sir, we have not. 

Q. Have you looked into the question of 
whether people are working as both 
financial advisers to an authority and 
to the underwriters for that authority? 

A. No, sir, we have not. When you say we 
have looked into, if you mean have we 
conducted a surveyor an investigation, 
that is not our function. Some of 
these things that you're discussing are 
certainly topics at our seminars, and 
information that comes from our 
seminars is published in newsletters, 
but we are not an agency that would 
undertake surveys or things you 
suggest. I'm really not sure what you 
mean when you say have we looked into. 

Q. Well, you told us before about the 
surveys you have taken, including one 
on user rates. I'm trying to find out 
whether you have conducted any 
inquiries, surveys, or taken any steps 
to find out whether, let's change it a 
little bit, on a number of different 
levels, whether authority members 
understand bond issues or whether they 
have been subject to a situation where 
excessive commissions have been paid. 

A. I know that -- I have not undertaken a 
survey, no. But we certainly had on 
our program not too long ago a very 
extensive program on one of our 
s.eminars on bonding. We have not 
undertaken a survey. I don't know how 
you would take a survey to find out if 
people understood it, anyway. 

x X X 

What the A\lthorities Association Would Suppo):t 

Q. Let's go 
solvency. 
system of 

back to the question of 
Would you agree that if a 

uniform audits, un·if.orm 
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reporting audits is instituted, and 
that goes to a state regulatory body, 
that there then ought to be some 
mechanism for that state regulatory 
body finding out whether there are 
danger signals in that financial report 
that would cause alarm? 

Absolutely. 
yes. 

We fully support that, 

Q. And further beyond simply recognizing 
those red flags, the state regulatory 
body ought to have authority to do 
something about that? 

A. I would agree with that. Again we come 
down to the same thing as before 1 it's 
the question of the amount of power. 

Q. The degree? 

A. And degree. 

Q. How far they can go thereafter? 

A. That's correct. We feel very strongly, 
we don't feel power should be given to 
the Local Finance Board which would 
substitute their judgment for the 
judgment of elected officials in 
counties and municipalities. 

x X X 

Q. Generally, would the association 
support the same kind of oversight of 
municipalities and counties that exists 
now, that same review of authorities? 
In other words, authorities would be 
subject to the same kinds of review as 
municipalities and counties? 

A. As I think I told you in a closed 
session, I'm not an expert in county 
law or municipal law. I don't know 
exactly what that review entails. 
However, I don't think we would oppose 
similar reviews. If you're talking 
about budget rev iew and that type of 
thing, we probably would not. We would 
probably support that. 

Q. And would you place the same 
responsibility, the same accountability 
on authorities that presently exists 
for municipalities? 
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being filed with some state regulatory 
body; and that you would support giving 
that state regulatory body some 
author i ty to do someth ing about what 
they see in those financial reports. 

A. Yes. 

Q. Anything else beyond that? 

A. We supported that as a first step, and 
we reached agreement with the Division 
of Local Government that, once the 
uniform system of accounting was in 
place, there should be then from that 
developed, we called it, a red-flag 
system of warning of those municipal
ities which may be on the verge, 
authorities which may be on the verge 
of financial difficulty. We were 
unable to obtain or elicit the informa
tion from the Division of Local Govern
ment of exactly what steps they would 
take from there on in. However, they 
agreed that they could really do noth
ing further with control until this 
system was in place. So the agreement, 
which I believe we filed a copy of it 
wi th you, was that this should be in 
place for a year or two and from that 
point we would work to develop further 
controls. 

Q. I venture to say on my own behalf, and 
maybe other Commissioners would agree, 
that we may be in more of a hurry than 
that. 

Would you agree that the public 
interest, in fact, demands the kind of 
oversight we're talking about to 
protect the public interest in view of 
the tremendous sums of money that are 
involved with authorities? 

A. I would certainly agree that there 
should be financial controls, yes. 

THE CHAIRMAN: Madam, you said at the 
outset that there were many author i
ties, sewage authorities and many, many 
members of those authorities doing out
standing work. I want you to know that 
in our announcement of these hearings 
we made that same statement; we made it 
four or five times during this pro-
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ceedirig, and we fu1ly, fully agree that 
th'ere are very many authorities that 00 
an excellent job and many firie excel
lent people serving those authorities. 
we want no misuhderstanding of that. 

THE WiTNESS: Thank you. We do appre
ciate that. Unfortunatel~, this il not 
always what the media picks up, which 
Hi why I felt it importarit to make that 
point. 

TilE CHAIRMAN: That' I why we repeated 
it 10 many timel. 

State nEP Supports Authority OVersight 

Arno1d Sclliffman, Director of the Division of water Resources 
in New Jersey's Department of Environmental Protection (DEP), 
testified that regulatory oversight of authorities should be 
undertaken witlloutsacrificing safeg~ards againlt *ater pollution. 
He testified in partl 

Q. To what extent does the New Jersey 
Department of Environmental Protection 
regulate and supervise the day-to-day 
activities of sewerage authorities and 
municipal utilities authorities? 

A. We do not supervise the day-to-day 
act i v it ies other th'an in terms of 
'compliance with our permits ',to 
dischargepollu,tants to the waters 'of 
the state. 

Q. Does the New Jersey Department of 
Environmental Protection supervise 
'construct iong,rahts,? 

A,. Our responsibility is ins'evie,r,aiL 
areas. Wes,upervisetheplanning 
aspects tOinake 'sure 'that what is ,built 
'ti'eeds to be buil'tlwesupervis'e the 
desigh ,ofth'e f'ac,ili't,i'e,ssince Federal 
,and state dollars are paying fortheml 
and we,dosape'rv,i's'e titems :su'c'h ca,'s 
p,ayments ,changeordets, 'andgene,ral 
at'easd'ealin:g'wi'thwhat w'e t~'all "the 
const,ru'c'tion,phase. 

Q. would youagre,ethat you'r supervis;ion 
is only toa litnitedextent? 

A. In the construction ,ph'as,e, yes:. 1nthe 
pl'a'rfni:ng "and 'de'sign, I,t"s o'f 'a 
,substantial n'ature. 
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Q. Does the Department of Environmental 
Protection have any position regarding 
whether there is a need for oversight 
of authorities, the areas that need 
oversight and the body which should 
conduct that oversight? 

A. The department has always had a concern 
about the fiscal issues that have been 
raised here, and would certainly 
support the need for oversight in the 
manner that's been discussed here 
previously. I would have one caveat, 
one concern only, and that is; any body 
at the state level that regulates the 
fiscal aspects of a sewerage authority, 
that there be something that 
specifically says that dollars shall be 
made available to meet the terms and 
conditions of permits and orders issued 
by the department so that we don't have 
to have a situation where we are 
polluting the waters of the state, we 
order it corrected and another 
government agency says, well, there's a 
problem in approving the necessary 
expenditures. 

Sewerage Plant Construction No Longer Closely Monitored 

George R. Goldy, chief of the DEP's Bureau of Construction 
Control, called for restoration of his bureau's once effective 
construction inspection system at sewerage plant sites. His 
testimony: 

Q. And what are your duties? 

A. My duties are to oversee the Step 
construction phase of the Federal, 
projects that are built with 
Federal and the state grant funds. 

III 
the 
the 

Q. Do you have any engineering background? 

A. Mechanical/industrial engineering. 
am a graduate of Drexel University. 

Q. When were you hired by the D.E.P.? 

A. In 1971. 

I 

Q. What position and what duties did you 
have with the D.E.P.? 
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A. In i 971, when I W'as hired, I W'as a: 
senior environmeHltal" engineer, and my 
duties at that time were the review of 
pLans andspecHi.caticms fot new 
sewerage facilitfes. ' 

Did you beo'dme involved in 
inspection group Of the fj.E.P. 

the 

A. Yes, I did. In 1972, February to be 
exact, I was asked to form an 
inspection unit to inspect the Fed'erai 
arid state-funded project. "Thisw~s at 
the requeSt of the then CdmmisSionet, 
Mr. Richard Sullivan, who wanted the 
inspection of these sites 6Me a day. 

Q. When was the last year that that group 
operated? 

A. The last yeaI' that that group operated 
was 1980. The last full year waS 1979. 

d. During the last full year how large waS 
the staff of that group? 

A. The staff of the group in 1919 was, 
beside myself, was three eng ineers t 27 
construction inspectors, and two 
envirOnmental inspectors. 

Q. iri the laSt full year of the operatien 
of that gtoupwhat, if anything, did 
that group do regarding sewerage 
authorities and muniCipal utilities 
authorities? 

A. In the last full ye'at of 6petaH0'fi, 
1919, we petformed inexdE!SS Of 18, SOO 
donstruction inspections, and in excess 
of 2700 environmental inspections. 

when you say inSpect ions, 
specifically was done? 

A. Thi S was when a repreSentat i ve of the 
d6ristructiongtoup visited each 
constructionslte on, a daily basis 
during the, course or. the cot\St,tupti6n 
of the project, of each contract 6f the 
project. 

Q. were these inspections announc'ed? 

A. They were nOt. 
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Q. Were they on a daily basis? 

A. Yes, sir. 

Q. How many problems did you find? 

A. Problems by our def ini tion were, when 
we visited the site, if we saw 
something that was not in accordance 
with plans, the plans and 
specifications, it was a problem at 
that time. During the course of the 
year we found 137 recorded problems. 
The year I'm speaking of, of course, is 
1979. Of this 137 problems, 70 became 
violations. When a violation notice is 
written, the grantee, the engineer, the 
Federal E.P.A. are all notified 
formally and it does put the grant 
funds in jeopardy. 

Q. What do you mean by "violation"? 

A. A violation is that when something is 
not being built according to the 
specifications and the drawings, we 
have, of course, the right to go in 
there and to tell them to go back and 
correct it because we did, of course, 
approve these specifications and 
drawings prior to their starting 
construction. 

Q. Did there 
construction 
disbanded? 

come a time when 
control group 

A. That's correct. 

Q. Why was that? 

your 
was 

A. In August of 1980 the group was moved 
to the enforcement section of our 
division. It was moved at that time 
because the division was reorganized 
and the construction effort was put 
into enforcement and the inspectors in 
that particular section were given much 
broader responsbilities. 

Q. How many inspections are now conducted 
of municipal utilities authorities and 
sewerage authority projects? 
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A. In 1981 there were 381 construction 
inspections performed by the inspectors 
from the enforcement section. 

Q. This is from a 1979 number 
number was 18,000? 

A. That's correct, sir. 

the 

Q. What group are you presently in charge 
of? 

A. I am still in charge of the Construc
tion Control Group, which, of course, 
is now staffed by twelve engineers. 

Q. Does that group conduct any inspections 
or municipal utilities authorities and 
sewerage authority projects? 

A. We conduct under the delegation agree
ment one formally announced inspection 
per quarter. We do get out there as 
frequently as time will allow during 
the quarter. However, it is far from a 
daily basis. 

Q. And these inspections are pre-
announced, are they not? 

A. The quarterly inspections are, yes. 

Q. When your inspection is pre-announced, 
what are your changes of finding any
thing wrong? 

A. Very slim. 

Q. Is there a need for day-to-day .inspec
tion of municipal utility autho.rity and 
sewerage authority construction pro
jects? 

A. In my opinion, yes, sir. 

Q. Do you have any recommendations for 
this Commission? 

A. I recommend that they, verystr.ongly, 
that they considerre-establishing a 
state inspection unit to oversee the 
construction of sewerage facili ties in 
this state, both funded and non-funded. 
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What was the cause of the problems, 
violations that you observed in 
years that you were conducting 
18,000 inspections? 

the 
the 
the 

A. The cause of the violations that we 
were conducting can be attributed 
almost across the board because the 
projects and the qual ity of the con
struction on the project is contingent 
upon the competenc~,of all the partici
pants, both from the grantee and/or the 
engineer and/or the contractor, and one 
of the factors that we found, of 
course, as a contributing factor was 
the part-time authorities that are in 
the state. I do not believe, in my 
judgment, that the· authority members in 
applying for a grant many times realize 
the complex procedure that they are 
involving themselves in. 

Enactment of Authority Oversight Legislation Urged 

The final witness of the Commission's public hearing was Barry 
Skokowski, director of the Local Government Services Division in 
the State Department of Community Affairs. Skokowski, who had 
testified at the start of the proceedings, was questioned about his 
recommendations for statutory regulation of authorities by the 
SCI's Executive Director James T. O'Halloran. Excerpts from 
Skokowski'sconcluding testimony follows: 

Q. Have you and your staff 
study and compiled a 
recommendtions with regard 

conducted a 
report of 

to MUA's? 

A. Yes, sir. 

Q. Would you give the Commission, please, 
the benefit of your recommendations? 

A. Yes, sir. I recommend that legislation 
be enacted similar to the concept 
espoused in Assembly Bill 144 and 
Senate Bill 1516 and 1517. I say 
similar in concept. There are 
technical changes that we would 
obviously like to see made. 

But the concept in those bills if 
enacted would give oversight 
responsibilities to New Jersey's Local 
Finance Board and the Division of Local 
Government Services in the Department 
of Community Affairs. Some of the 
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proposals in the pending bills of great 
significance include the following: 
And by the way, I should point out, 
these proposals are very similar to 
those proposals that effect municipal 
and county governments and they are not 
new, and where they are new I will 
identify them for your review and 
consideration, if that's okay with you. 

One. We recommenQ. a provision as in 
Senate Bill 1517 that would allow the 
director of the cognizant state agency 
the power to summon local authority 
members and employees in order to 
review financial practices where 
warranted. There are safeguards in 
existing statute and appeal procedures 
to make sure that that would not occur 
for minor reasons or to be of any small 
nature. The practices would have to be 
quite severe. 

The bills before us would also require 
the filing of local authority budgets 
with the cognizant state agency and 
would recommend, I would recommend, the 
filing of authority resolutions 
involving financial affairs. 

x X X 

I further recommend the public bidding 
of bond issues similar to the 
requirements for municipal and county 
governments outlined in N.J.S.A. 40A:2 
et seq. An authority, however, should 
be granted an exception to the public 
bidding requirement only if it can 
demonstrate that another funding method 
was less costly and correct. 

I further recommend the establishment 
and maintenance in the cognizant.state 
agency of an official registry of local 
authorities, of their creation. I 
should point out that every square inch 
of the state of New Jersey is 
incorporated and we know where the 
governments are. Unfortunately, we 
don't have that same situation with 
local authorities. 

Additionally, I recommend that 
financial advisers be prohibited from 
also serving in the capacity of 
underwriters for the same authority, 
and, of course, vice versa. 
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Also, there should be appropriate 
disclosure of fees paid, underwriting 
spreads, and expenses of bond 
counsel and other fiscal advisers. 

I also believe that we should enact 
legislation . that would require 
expeditious state approval when an 
authority has to renew temporary 
financing instruments. 

I further recommend the implementation 
of a code of ethics for off icials of 
local authorities. 

I also recommend that the state provide 
technical assistance and training to 
local authority officials regarding the 
about-to-be-promulgated requirements of 
the accounting and financial reporting 
that we are working on right now. 

SCI's Concluding Statement. Promises Continujng Probe 

Chairman Lane brought the four-day public hearing to a close 
with a statement which promised continued surveillance and a timely 
submission of its proposed reforms to the Governor and the 
Legislature. The Chairman said, in part: 

While these proceedings are at an end, 
our investigation of regional, county 
and local authorities, and sewerage 
authorities in particular, will 
continue with full force and vigor. In 
fact, as a result of public reaction to 
the highly professional press coverage 
of the events which transpired in this 
chamber, the SCI has already received 
on a confidential basis a number of new 
leads to managerial and operational 
misbehavior at authorities other than 
those examplars cited during the course 
of this public forum. Meantime, the 

*The Commission prefaced its closing commentary with a public 
tribute to Commissioner John J. Francis, who wound up his term at 
the SCI at the conclusion of the public hearing. Speaking for his 
fellow commissioners and the SCI Staff, Chairman Lane noted that 
Commissioner Francis had since 1979 "played an extremely active and 
effective role in many important investigations and has devoted 
many hours at the SCI at great sacrifice to himself and to his law 
firm. This Commission and the people of the state of New Jersey 
are deeply indebted to him for the wisdom and dedication which he 
brought to us and for his assistance to the SCI in bringing about 
needed legislative changes. We are indeed sorry to see him leave. 
We have all enjoyed very much our association with John Francis 
over these years and wish him continued success in his career." 
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Commission will, within a few weeks, 
submit to the Governor and the 
Legislature a detailed documentation of 
its own correct i ve recommendat ions. 

While I can only suggest at this point 
the problems our proposals will attempt 
to resolve, I can say unequivocally 
that our recommendations will be aimed 
at a single overall objective; that is, 
to remove the curt~in of secrecy around 
authorities that has enabled so much of 
the misconduct disclosed at our 
hearings to proliferate. 

An illustration of the need for urgent 
action to make sewerage and other local 
authorities more publicly accountable 
for their conduct is immediately at 
hand in this legislative chamber. 
There are a number of bills pending in 
the State Senate that, if enacted, 
would authorize the distribution of 
almost $100 million in additional 
grants to improve, reconstruct or 
replace local sewerage and public 
utility facilities, with no adequate 
system yet in place to assure that 
these taxpayer dollars will be properly 
spent. 

One of these bills, Senate Bill No. 24, 
would authorize a seventy-five
million-dollar Local Water and Sewerage 
Facilities Bond Act to halt what it 
declares to be a "steady deterioration" 
of aging facilities. We can only 
wonder, in view of the litany of trans
gressions recorded at these hearings, 
whether much of this costly deterior
ation can be attributed to managerial 
deficiencies and operational misconduct 
of the closed-door authorities who run 
these plants. 

Further, there is Senate Bill No. 1421 
which would disburse more than $15 
million from a 1990 Natural Resources 
Bond Issue to certain local government 
entities, including some of the very 
authorities whose misdeeds have been 
confirmed by testimony at our hearings. 

This bill, for example, would allocate 
almost $3 million to the Cape May 
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County Municipal Utilities Authority. 
We recorded testimony only the other 
day about the manner in which this same 
authority spent excessive sums of money 
for a sewerage plant site in the basis 
of inflated values established by a 
totally unprofessional appraiser who 
saw no conflict of interest in serving 
both the authority which bought the 
land and the seller. This same bill 
would also hand over more than one-half 
million dollars to the Western Monmouth 
Utility Authority, the same authority 
cited by witnesses at this hearing as 
having secretly arranged a bond issue 
financing deal that, as the alleged 
result of a one-hundred-thousand-dollar 
bribe, generated excessive profits of 
additional hundreds of thousands of 
dollars to the underwriting company. 
And there is yet another money bill, 
Senate Bill No. 790, appropriating 
almost $1,500,000 to establish and 
annual subsidy for regional, county and 
municipal utilities and sewerage 
authorities in the form of a cash 
reimbursement for up to two percent of 
their operating and maintenance 
expenses. While this particular bill 
says it would require any subsidized 
authority to be accountable for the way 
it spends these funds, there is 
absolutely no provlslon for assuring 
that such a0countability will be 
achieved. Based on the misdeeds of the 
sewerage authorities cited at these 
hearings, this bill could mean only 
that another million and a half dollars 
of taxpayer dollars could be literally 
flushed down the drain. 

The Commission does not oppose these 
proposed leg islat i ve appropr iat ions. 
There probably is an urgent need for 
the rehabilitation of many of the older 
utility and sewerage plants in various 
localities in this state. However, 
based on our investigation of local 
sewerage facilities and on the 
dismaying evidence of authority 
misbehavior recorded at these hearings, 
the SCI strongly questions the 
propriety of handing out more millions 
of dollars of public funds without 
first establishing a centralized 
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governmental mechanism for guaran,teeing 
that these tax dollars won't be 
squandered or stolen. 

What kind of governmental mechanism is 
needed to make the authorities at issue 
here more accountable to the public? 
We have heard a series o£ expert 
witnesses whose testimony has included 
dozens of suggestions for more strin
gent oversight of .• the construction, 
financing and operation of sewerage 
authority facilities. 

State Local Government Services 
Director Skokowski and former State 
Treasurer Goldman have endorsed 
le,g islation pendiAg in this Senate 
chamber and in the Assembly down thE;! 
hall which would empower the state to 
assume supervisory controls over local 
authorities to the same extent that the 
state now regulates the budgets, the 
general spending and the debt limits of 
all c,ounties and municipalities in New 
Jersey. The SCI is in full accord with 
these views and will, in a subsequent 
detailed report, specify which 
provisions of such bills as Assembly 
NO. 144 and Senate Bills 1516 and 1517, 
or which combinations of the contents 
of these and other similar bills, will 
in our opinion best assure that 
sewerage and other local authorities 
are operated for the benef it of the 
public they are supposed to serve 
rather than for the self-serving 
special interests of politically 
partisan authority members, of 
untrained and even dishonest plant 
operators and of unsupervised and 
unqualified contractors and financial 
and other technical consultants. 

Let me reiterate that we realize, of 
course, that many local sewerage 
authority facilities are properly 
managed and operated. However, our 
public hearings have illustrated, by 
means of testimony given under oath, 
that there also are too many 
black-sheep authorities doing business 
in this state in a manner which 
violates even the most minimal 
standards of propriety and integrity. 
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No local authority that is behaving 
itself and properly serving its 
taxpaying public can log ically object 
to laws that will require all 
authorities to be more candid and open 
in the manner in which they finance 
their plants, appoint key personnel and 
authorize, record and audit their 
day-to-day operational expenditures. 

x X X 
In summary, the Commission has 
demonstrated throughout four days of 
extensive public hearing testimony the 
mUltitude of ills that plague sewerage 
authorities. In this final public 
hearing statement we have indicated the 
course we intend to pursue both in 
connection .,ith a full exposition of 
our recommendations and a continuation 
of our investigation. The law which 
governs the operation of the SCI 
requires that we submit recommendations 
to the State Senate and Assembly within 
60 days after the conclusion of a 
public hearing. We plan to transmit 
such recommendations well within that 
deadline. We hope our lawmakers will 
view these proposed reforms with the 
same sense of urgency that we ourselves 
feel. The Commission plans to work as 
assiduously in pressing for expeditious 
enactment of its reform proposals as it 
has in exposing the problems they would 
resolve to public view. 

Finally, the Commission wishes to 
commend the hard work and profes
sionalism of its staff members who have 
contributed so much to the SCI's inves
tigation and hearings. In particular, 
we want to publicly recognize the 
valiant efforts of our lawyers,. Mike 
Coppola, Bob Geisler, Jim Hart, Gerry 
Lynchl our investigating team's special 
agents, Wendy Bostwick, Joe Corrigan, 
Bob Diszler, Mike Goch and Dick 
Hutchinsonl our investigative account
ants Art Cimino, Honey Gardiner and 
Chris Klagholzl and our secretaries, 
Cheryl Calcese, Carol Nixon, Emma 
Raywood and Diana Vanderhoff. They 
have done a magnificent job and we 
thank them for it. 
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RECOMMENDATIONS IN DETAIL 

Preface 

The Commission's recommendations on county and local 
authorities were submitted to Governor Thomas H. Kean and to the 
Legislature on September 22, 1982. Transmittal lett.ers to the 
Governor and to Senate President Carmen A. Orechio and Ass",mbly 
Speaker Alan J. Karcher stated ·as follows: 

,-. 
This Commission respectfully submits the 

enclosed draft of recommendat ions based on 
its publ ic hearings July 27-30, inclusive, 
on the subject of county and municipal 
sewerage and utility authorities. This 
transmittal is in accordance with the 
statute governing . the Commission's 
operations, N.J.S.A. 52:9M-1 et seq, which 
states in Section 9M-4: 

The Commission shall, within 60 
days of holding a public hearing, 
advise the Governor and the 
Legislature of any recommendations 
of administrative or legislative 
action which they may have 
developed as a result of the 
public hearing. 

Under that provision the deadline for 
transmitting these recommendations is Sept. 
28. This time frame prevents us from 
including our full report on the public 
hearing with this enclosure. Although that 
report may contain more details, the 
enclosed draft represents the Commission's 
essential proposals for making local 
authorities more accountable to the public 
and to the taxpayers they are specifically 
created to serve. 

You will note that the draft is prefaced 
by a brief summary of the Commission's ¥iews 
on the need for implementing these proposed 
reforms as expeditiously as possible. The 
Commission also suggests in the draft that 
the cost of funding these proposals need not 
necessarily add to state government's 
current budget problems. 

The Commission of course is prepared to 
cooperate fully in any discussions of these 
recommendations and in connection with any 
subs.equent decisions to implement them. 
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Recommendations 

The Commission's recommendations address 1) pending 
legislation, 2) bond financing, 3) State assistance to authorities 
both of a general and fiscal nature, 4) upgrading of authority 
membership standards, 5) upgrading of authority executive staffs, 
6) expanding the Division of Environmental Protection's 
construction monitoring obligations, 7) penalties for 
noncompliance, and 8) funding state oversight of authorities • 

. '. 
Pending Legislation 

$-1517 and A144: The Commission recommends the enactment of 
Senate Bl11 #1517 or Assembly Bill #144, except that it is opposed 
to a provision empowering the State Division of Local Government 
Services' Local Finance Board to dissolve an authority. 

The Commission agrees with the declarations of legislative 
intent in these bills that State approval of project financing by 
authorities and State supervision of their internal financing 
conduct is necessary "in order to assure their financial stability 
and integrity." These bills would carry out such legislative 
intent by requiring: 

State approval of the creation of an 
authority. 

State approval of project financing. 

State approval of annual authority 
budgets. 

State approval of financial audits and 
other fiscal reports to be submitted 
with prescribed uniformity. 

These legislative provlslons are in accord with the 
Commission's belief that the State should exercise the same 
successfully tested supervision over local authorities as it has 
had over the financial conduct of counties and municipalities since 
the 1930s. The Commission therefore also subscribes to other 
provisions of this legislation that would empower the State to take 
effective remedial action to resolve local authority financial 
emergencies. 

As for the legislative prOV1Slon empowering the State to 
dissolve an authority, the Commission regards this as unnecessary 
and impractical. The Commission does, however, support provisions 
that would empower a local governing body, or bodies, to dissolve 
an authority of its or their own creation, subject to certain 
stringent conditions specified in the bills, including the honoring 
of outstanding bond covenan!:s and other contractual obligations. 
In such circumstances, the State Local Government Services Division 
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would automatically assume a dominant monitoring roll unner its 
present, long-established powers to regulate the financial afairs 
of counties ~nd municipalities. 

Authority Bond Financing 

The Commission recommends that local authorities be required 
to adhere to all of the competitive public bid procedures lain down 
by the. Local Bond Law (N.J.S.A. 40A'-1 et seq), except that the 
State Local Government Services Division may at its discretion 
permit an authority to negotiate the sale of bonds. The Commission 
notes that both S-1517 and A-144 would permit negotiated offerings 
under close monitoring by the Division's Local Finance Board. The 
Commission believes that State supervision of authority financing 
should be supplemented by additional regulatory requirements for 
negotiated bond transactions, including: 

-- Submission by an authority of the names 
of prospective underwriters to the Local 
Finance Board. 

Identification by an authority of all 
other key individuals or entities involved 
in a bond sale -- including but not limited 
to paying agent, trustee, auditor and 
financial advisor -- to the local Finance 
Board prior to the actual transactions. 

-- Filing with the Local Finance Board of a 
transcript of all details of any negotiated 
financing, including an accounting of the 
disposition of proceeds and the amounts and 
methods of payments of fees and/or 
commissions. Such a filing should be 
s.tructured according to a standardized 
format prescribed by the board and shouln be 

. a public record. 

The Commission recommends that the Local 
Finance Board promulgate a regulation 
prohibiting a financial advisor or any other 
advisor to an authority from serving in any 
capacity as an underwriter, or vice versa. 

The Commission recommends that the Local 
Finance Board proscribe the payment of fees 
on a per-bond basis or any other basis that 
could provide incentives for promoting a 
larger bond transaction than might be 
necessary. Fees to bond counsel, financial 
advisors and other professionals acting on 
behalf of an authority should be paid on a 
per-hour or per-project basis. 

The Commission recommends that the approval 
of the Local Finance Board be required 
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before an authority can renew any temporary 
financing instrument. 

State Assistance to Authorities 

The State Division of Local Government Services should provide 
assistance to local authorities of a form and nature relevant to 
their particular needs, problems and obligations, including: 

- Code of Ethics 

.11. model Code of Ethics should be compiled 
to which all authority members and officers 
must subscribe under oath, ,dth provisions 
for hearings of alleged violations and 
penalties for noncompliance~ including 
fines, suspensions and dismissals. 

2 - Standard Audit Guide 

A Standard Audit Guide to enable 
authorities to comply with State 
requirements for uniform accounting and 
financial reporting should be promulgated 
and continually updated. This manual, which 
is presently being developed, should 
accommodate the particular financial 
concerns of various types of authorities and 
should reflect the requirements of the 
accounting profession, the investment 
community and all related Federal and State 
laws and regula.tions. Such a manual should 
include an early warning system for 
detection of impending financial or 
operational crises of authorities . 

. 3 - Technical and Professional Training 

Provision should be made for technical 
assistance and training of appropriate 
authority members and administrative and 
operational staff executives in connection 
with new statutory requirements for uniform 
accounting and financial reporting as well 
as with related existing laws such as the 
Local Public Contracts Act. A traininq 
program should also be instituted for 
Division officials and employees who will be 
responsible for assessinq uniform authority 
financial reports and budgets, particularly 
from the standpoint of detecting threatened 
fiscal or operational emergencies. 
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4 - Registry of Authorities 

An official Registry of Authorities, which 
should include their type, the extent of 
short-term and long-tyerm indebtedness, user 
fees or charges, the total of the most 
recent annual budget and estimates of 
revenues and expenditures, the number of 
employees by title or job classification, 
and the most recent annual salaries of 
executive directors and licensed plant 
bperatbrs, should be established and 
maintained. A registry filing fee of $50 
should be assessen. All fees in connection 
with this registry requirement should be 
applied against the cost of establishinq ann 
maintaining it. 

In order to increase the stability and integrity of project 
and operational financing of local authorities, the State Local 
Government Services Division should: 

1 - Offer bond financing advisory 
assistance to authority members and 
staff executives including but not 
limited to the preparation and 
distribution of guidelines explaining 
all facets and procedures of debt 
financing. Such guidelines should 
emphasize areas of potential error 
and/or abuse in undertaking bond 
financing transactions. 

2 - periodically distribute a continuously 
upnated list of pertinent technical 
publications, including those of the 
New Jersey Municipal Finance Officers 
Association. 

3 - Expand the free technical debt 
management assistance currently 
available to local governments to 
encompass the specific concerns of 
authorities. 

Upgrading Authority Membership Standards 

The Commission was appalled by public hearing testimony that 
demonstrated the inferior quality of appointments by certain local 
or county governmental entities to the authorities these entities 
created. The hearings demonstrated that an appointive process 
based too often on political connections .rather than on merit 
generated sorely inadequate upper-level policy quidance, 
ineffective managerial controls and blind reliance on often 
incompetent staff. The testimony also confirmed that the absence 
of any requirement for public accountability shielded for too long 
the misconduct that some unqualified authority members participated 
in at worst or closed their eyes to at best. 
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Membership Composition 

The Commission recommends that, in the 
event the State assumes responsibility for 
the creationn of· authorities, any new 
authority's membership be required to 
include a professionally accredited engineer 
and at least one other member who is 1) a 
lawyer with an acknowledged professional 
background in governmental, corporate or 
bond law, or 2) a fully qualified 
representative of the financial community, 
or 3) an individual with proven academic 
credentials and experience. in business 
administration. 

Financial Disclosure 

The Commission recommends that failure to 
comply with a statutory requirement that 
authority members submit personal financial 
disclosures designed to prevent conflicts of 
inter~st at a time and in a form prescribed 
by the State Division of Local Government 
Services be subject to mandatory fines of a 
substantial nature against both the affected 
member and the authority itself. Copies of 
such disclosures should also be filed with 
the appropriate office of the Division. 

Upgrading Authority Executive Staff 

quality of executive 
key administrative, 

by authorities be 

The Commission recommendS that the 
directors, plant operators and other 
professional and technical staff employed 
upgraded by the following Division actions: 

Mandate Employment Qualifications 

Minimal but nonetheless exacting 
qualifications should be mandated by the 
Division for appointment of executive 
directors or others with similar 
responsibilities for overall administrative 
supervision of an authority plant. A 
college education, with an emphasis on 
business administration or engineering 
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should be necessary, as well as a specified 
amount of previous working experience in 
sewerage and/or utility operations. A 
proven career background with a facility 
should be acceptable as an alternative to 
the requirement for a specialized 
educational background. 

Requalify Licensed Operators 

Licensed plant operators 
required by the Division to 
requalify for licensure. 

~xpand Training Programs 

should be 
periodically 

Presently inadequate programs for training 
and qualifying sewerage and utility 
employees for licensure as plant operators< 
should be expanded. Such an expanded 
program should emphasize continuing 
education for already licensed operators who 
must requalify at stated intervals. 

Require Purchases by Competitive Bid 

All authority employees with responsi
bility for purchasing materials essential to 
the operation of sewerage or utility plants 
must be required to subject all such pur
chases to competitive public bids. 

The Division should establish a list of 
pre-qualified vendors of chemicals deemed 
essential for the adequate operation of 
treatment and purification facilities. 

The Division should establish training 
seminars for authority purchasing agents to 
assist them in determining the actual 
effectiveness of chemicals currently being 
marketed for waste water treatment. 

State DEP Construction Monitoring 

The Commission recommends the immediate restoration of the 
DEP's former construction inspection service and the resumption of 
this unit's responsibility for monitoring publicly funded projects 
on an unannounced, daily basis. The Commission points out that 
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since this service was curtailed in a reorganization process in 
1980, according to testimony at its public hearing, there were only 
381 cons truct ion inspect ions d ur ing 1981, compared to 18,600 con
struction inspections and more than 2,700 environmental inspections 
during 1979, the last full year of the department's former inspec
tion service. 

Penalties for Noncompliance 

Audit Filing Delays by Authority Members 

The Commission recommends that fines of 
$100 daily be assessed against authority 
members if they delay, without just cause, 
the filing of annual audits beyond the 
prescribed four months following the close 
of a fiscal year. These fines would be a 
personal liability of the individual 
authority members affected. 

Audit Filing Delays by Authority Auditors 

The Commission recommends that fines of 
$100 daily be assessed against any authority 
audi tor who fails, without just cause, to 
comply with the Division's annual audit 
filing deadline. Such fines would be a 
personal liability. In addition, the facts 
of such noncompliance should be referred to 
the Board of Certified Public Accountants 
for hearing action and possible sanctions by 
it. 

Funding 'state Oversight of Authorities 

The Commission recorded public hearing testimony indicating 
that, under present state budget limitations and restraints, state 
funds would probably not be available to pay the cost of proposed 
state oversight of authorities or to restore the previous system of 
monitoring authority construction grants. However, because of the 
importance of its recommendations to the taxpayers of New Jersey in 
general, and the captive clients of authorities in particular, the 
Commission felt it had an obligation to at least suggest how its 
recommendations to make authorities more accountable to the public 
could be financed on a self-supporting basis. 

Department of Environmental Protection 

The Commission recommends that a portion of every State grant, 
loan or bond issue allocation for the construction or rehabil i
tat ion of a local sewerage or utility facility be earmarked to 
finance inspections and other monitoring of such construction 
activity. The Commission particularly hopes that sufficient funds 
can be realized from this program to finance a resumption of the 
effective construction inspection system that was in operation 
under the supervision of the DEP's Bureau of Construction Control 
prior to 1980. 
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'The inc! usion of bond issues for construction or rebuilding of 
sewerage and utility plants in the above recommendation would 
increase the credibility of such bond issues when they are 
submittetii for a public vote. The Commission emphasized in its 
statement concluding the public hearing that legislation was 
pending wh'ich would allocate millions of dollars of state bond 
issue proceeds to the same local sewerage and utility authorities 
that were cited during the hearings for mismanagement, misconduct 
and other aberrations. 

State Division of Local Government Services 

The Commission heard public hearing testimony which indicated 
ie would cost upwards of $250,000 a year to fund the legislative 
proposals requiring Division supervision of the financial affairs 
of authorities. 

The Commission's recommendations would require the state to 
provide valllable professional guidance financial advice, 
technical assistance and training programs that would improve 
the stability and protect the integrity of all authorities in New 
Jersey. These proposed services by the DivislOn would otherwise be 
obtainable by authorities in most instances only at great cost. 
Therefore the Commission feels that a fee system should be enacted 
that would enable authorities to share in the cost of funding these 
services to them with minimal financial dislocation. 

A Self-sustaining Fee System 

The Commission recommends as the most reasonable method of 
developing a self-sustaining financing of its reforms the levying 
of yearly fees against individual authorities according to a 
schedule that reflects an authority's size, its need for various 
State services and other considerations. 
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