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INVESTIGATION OF ORGANIZED CRIME INFILTRATION OF DENTAIL CARE PLAN
ORGANIZATIONS

INTRODUCTION

The Commission's investigation of organized crime infiltration
of the health care industry began in the Summer of 1979 with the
cooperation of the Attorney General's office. The Division of
State Police had been probing this subject bat, ai with similar
probes in other states, had found it difficult under existing law
to develop an adequate foundation of evidencz o assure the
probability of successful prosecutions. Additionasly tlh2 State
Police had ascertained that even the few cases it could »vring to
trial would be limited by current statutory strictures to
relatively minor frauds subiject to minimal penalties. The
Commission was informed in May, 1979, of the desire by the State
Police to refer all files on its investigation i scvaral dental
care operations to the SCI. This agency conducted an avaluation,
which was completed by July 26, 1979. On  that date, razed on
preliminary findings of 1its staff evaluation, the CJommission
authorized by resolution a full scale investigation, The fo.nal
scope of this S5CI inquiry was stated in this resolution to be:

Whether the laws of the State of WNew
Jersey regulating health care planeg are
being effectively implemented and
enforced; whether the laws and
regulations pertaining to health care
plans are adequate, and whether and to
what extent c¢riminal elements have
infiltrated the health care industry.

In accord with this statement of purpose, the SCI's
investigation focused on certain questionable closed-panel dental
care programs sponsored by professional and husiness entreprenuers
under contracts utilizing union health and welfare funds ostensibly
for the benefit of union members. These operations had been
identified by the State Police and confirmed by the 3CI evaluation
to be particularly vulnerable to subversion by organized crime
elements din collusion with compliant labor union officials and
unscrupulous health care providers.

(To clarify this conclusion, a brief explanation of the
various programs utilized in the health care induastry is
necessary. Closed panel plans are those which an entity negotiates
to provide dental services to a subscribing group's members at a
specified clinic of dentists. Open panel plans, which were not at
issue here, are those in which a subscribing group's members may go
to a dentist of their own choosing and whose bills are submitted to
an insurance carrier for payment in whole or part according to the
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dental service contract's terms. There alsc exist a1 numcer of
modified open plans tinat give subscribers a choice hetween being
served by their own dentists according to reduced-fee scneduies or
going to closed panels of dentists at no charge.)

The Commission's investiqgation did not involve recognized
dental service or medical service corporations which generally
operate in conjunction with the insurance industry and which have
been under statutory reqgulation for some time. Rather, the inquiry
was aimed at schemes that involved a complicated network of
overlapping corporate cntities set up to sell, finance and operate
dental care programs for labor union members by means of zlliances
wits elements of organized crime. A law designed to 1eguliate the
activities of prepaid dental plan "organizations" had bhesn cnacted
eavly in 1980 to take effect in June, 19a0. Howrver, at the tinme
of the Commission's publi¢ hearings thig statute had not been
implemented to any significant degree, according Lo stste Insurance
Department officials. During the course of Commission's inquiry,
it wecame evident that the provisions of this law had to be
strengthened in many respects.

The Commission's investigation encompassed numerous dJdental
care plans but ultimately centered on twoc major opervations that
most graphically illustrated how questionable profita were being
genexrated by means of intertwining corporate fis:cal manipulations,
overpriced care programs and facilities and .anrecerded and
unexr iained diversions of cash.

One of these enterprises operated in S8South Jersey. The
Commission's investigators found that, in one year alone, a
so~called consulting company generated a cash flow anproaching a
million dollars from which was diverted moxe rhan 156,000 for
purposes that could not he specifically identified iu »ny corporate
or individual business accounts or by those who handlied or
otherwise had access to the money. The SCI probe revealed that
this fund was shared with individuals identified as asscciates or
members of organized crime.

another larger enterprise, utilizing more *than 12 dental
zlinies in North Jersey, was found to have significant organized
crime connections to Buffale, N.Y., and Cleveland, nhio, The
inflated invoices, inadequately secured "loans," forged checks,
kickbacks in the form of rebates, and other dubiocus £financial
transactions that marked this second exemplar were so complex that
SCI accountants had to construct large, step-by-step charts to
clarify them. Such fiscal machinations had been contrived to hide
misconduct in similar operations in other jurisdictions, according
to law enforcement experts on such operations.

During the SCI's 18-month inquiry more than 200 <«ubpoenaes
were issued to various corporations, banks and other financial
institutions and individual businessmen, dentists, labor unicn
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leaders and mob figures requiring the submission of voluminous
corporate and personal records for analysis by the Commission's
investigative accountants. At least 100 individuals were
questioned at executive sessions of the SCI. Subsequently more
than 30 witnesses were subpoenaed to testify at public hearings
during which the primary objective was to provide a testimonial
record of the wrongdoing uncovered in the investigation.

The Commission was confronted with numerous attempts to derail
its inguiry and the scheduled public expose of its findings.
Nonetheless it wultimately succeeded in compiling a full public
hearing record upon which to base recommendations for eliminating
underworld piracy of labor union trust funds in the dental services
area of the health care industry.

Such recommendations are discussed at length at the conclusion
of this report's abridgement of testimony recorded at public
hearing sessions held at the State House on December 9, 10, 11 and
12, 1980. These detailed recommendations (on ‘P. 361) are
summarized below.

RECOMMENDATIONS IN BRIEF

The Commission's recommendations are outlined in two
proposals. The first is related to legislation aimed at organized
crime infiltration of legitimate business that is pending in the
Legislature; the second consist of a series of amendments to
strengthen an existing but inadequate statute to regulate dental
plan organizations.

Proposal #1 notes that a pending Committee Substitute for
Assembly Bill No. 1079 would create a New Jersey state law modeled
after the Federal Racketeer Influenced and Corrupt Organizations
(RICO) Act. The legislative findings that preface this proposed
statute -- that organized crime annually drains millions of dollars
from this state's economy by use of force, fraud and corruption and
that organized crime type activity has infiltrated legitimate
businesses ~- were updated by the Commission's investigation and
public hearings. The Commission believes the enactment of this
legislation would provide the strongest statutory weapon vyet
available for <combatting organized crime. Therefore, the
Commission urgently recommends:

That a comprehensive New Jersey state
RICO statute be approved by the
Legislature and signed by the Governor
as soon as possible.

Proposal #2 includes more than a dozen recommended amendments
to strengthen N.J.S.A. 17:48D-1 et seq, a law requiring the State
Insurance Commissioner to requlate dental plan organizations.
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This law became effective in June, 1980, but has not been
materially implemented. The changes proposed by the Commission
would require more adequate disclosure and closer inspection of
financial transactions of dental plan organizations than is
presently required by the statute. The proposed changes would also
address alliances by such organizations with consultants, £finders
and other entities and individuals not covered by the law but which
the Commission's probe revealed as frequent participants in rip-off
schemes. These amendments would:

-- Regulate "consultants" and "finders"
who are connected in any way with
dental plan organizations, including
full disclosure of fees and other
compensation pledged or paid. The
amounts of such compensation would be
subject to regulation by the insurance
commissioner. (See Pp. 363,367)

* kK

-- Require the commissioner to act
within 90 days upon receipt of an
appiication by a dental plan
organization for a —certificate of
authority to operate. Applications
submitted prior to the implementation
of this revision would have to be acted
upon within 90 days of the effective
date of this revision. (P.363)

* k%

-- Require the submission of financial
statements prepared and attested to by
independent certified public accountant
showing a dental plan organization's
assets, liahilities and sources of
financial support. Terms and
conditions of liabilities also would be
required. Requests to applicants for
additional data would require
compliance within 30 days. (P.364)

* kK

-~ Require that actual dental plan
provider contracts must be submitted to
assure that they <conform with the
"form" of such contracts previously
supplied to the commissioner. (P.365)
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-- Require annual reports that contain
detailed financial statements prepared
by a certified public accountant. In
addition, failure to file an annual
report or failure to comply with the
commissioner's request for more data
would no longer be treated as
exceptions from conditions leading to a
suspension or revocation of
certificates of authority. (P.365)

* % %

-~ Add involvement in a crime of moral
turpitude and identification as a
member or associate of organized crime
to the law's present conditions for
suspension, revocation or refusal of a
certificate of authority. Language
similar to the "career offender" and
"career offender cartel" provisions of
the Casino Gambling Control Law and the
Cigarette Licensing Law would be added

to the dental plan organization control
statute. (P.366)

- Increase the range of civil
Penalties for violating the control law
from up to $1,000 to from $500 to
$10,000. (P.366)

* Kk %

-- Add a criminal penalty provision
making willful misstatment or willful
omission of material fact required to
be supplied to the commissioner a crime
of the fourth degree. (P.367)

* %k %

-~ Add a provision toc assure that
borrowing or loaning of funds by a
dental plan organization are limited in
amounts and terms to that done by
normally prudent businesses, as

determined by the commissioner.
(P.368)
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THE TESTIMONY ~-~ FIRST DAY

TUESDAY, DECEMBER 9, 1980

The Opening Statement

The Commission's public hearings into organized crime infil-
tration of pre-paid dental plans in New Jersey began with a state-
ment by Chairman Lane emphasizing that forthcoming testimony would
focus on certain "closed-panel" type programs that had become "most
prone to control and subversion by organized criminal elements in
New Jersey and in a number of other states." He stated:

"We will be primarily concerned here with
certain operations that are structured as
closed panel type plans and which are admin-
istered by incorporated organizations or in-
dividuals that wheel and deal by means of
alliances with phoney consultants or '"ser-
vicing" corporations with underworld ties to
obtain lucrative contracts through labor
union officials who control the disburse-
ments of wunion local health and welfare
funds.

The Commission bkelieves its public hear-
ings will provide a comprehensive record
upon which to base more sophisticated
proscriptions of criminally influenced
practices than have yet been devised.

These practices include multiple and in-
flated billing for equipment purchases and
other business costs, inappropriate loans
hiding questionable rebates and even
kickbacks, inflated "service" contracts
negotiated between providers and mob-influ-~
enced labor union bosses, and the creation
of intricate corporate entities that secm to
exist solely as conduits for cash and bank
transactions that flout all requirements of
normal business accounting standards.

These hearings are aimed only at those
elements in the prepaid dental plan care
industry that are generating questionable
profits at the expense of thousands of
innocent workers through a maze of inter-
locking corporate flim-flams, unessential
consulting liaisons, overpriced care pro-
grams and facilities and largely unrecorded
and unexplained diversions of cash.
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The Commissinn realizes that a vast major-
ity of dental practitioners in New Jersey
are professionally competent and .1ndlv1d—
ually honest and that major insurance
carriers who are guaranteeing the operat}on
of most dental service plans are performing
a necessary business €function of gr?tical
importance to the health of our citizens.
Similarly, we mus* emphasize that the ques-
ticonable conduct of some labor univa offi-
cials which forthcoming testimony will hiqh-
light is, of course, not intended to reflect
adversely on the mass of labor union local
leaders who are functioning in a forthright
and appropriate manner in advancing the
health and welfare of the working veople of
our state. The Commission is c¢ertain that
these properly motivated dental, businé§s
and labor professionals will welcome this
constructive pubhlic hearing'effort to purge
the dental care plan industry of unsavory
practices that tend to deniqratg the entire
industry. We regard these public forums as
a most effective way to confirm and pinpoint
the misconduct that does exist and to pro-
mote statutory and regulatory reforms to
eradicate such evils,

Crime Expert Testifies

The Commission's first witness, Marty Steinberq, Fsqg., of
Washington, D.C., testified as a recognized law enfq;cement author-
ity on the subject of underworld piracy of labor union health and
welfare truet funds. He recalled that the i].8. Senate Supcommlttge
on Investigations, of which he was chief counsel at the time of h;s
appearance, had conducted extensivg hearings into more than 20 or-
ganized crime swindles of labor union trust ﬁunds in five states.
He also engaged in similar investigations prior Fo his Senate Sub-
committee appointment during two years as the United States Attor-
ney for Western New York and before that as a Eederal.prosecupor
for seven years with the Department of Justice Organized Crime
Strike Force in Miami. He also has lectured on labhor racketeering
and labor wunion trust fund abuses at the Federal Bureaun of
Investigation Academy.

Steinberg, under questioning by SCI Deputy Director David g.
Rhoads, put into the hearing regord specific examples of the
methods by which organized crime loots welfare funds:

0. If you will, with the benhefit of your past
experience, the Commission would be inter-
ested in knowing what in general terms would
he the ways or methods of depletion of

R e TR

WL g

union trust funds in the course of these
scams or operations that vou have investi-
gated?

The most common ways to deplete union or
union trust funds, one is multiple billinas,
and that is an individual, whether he be a
trustee or an officer, submitting different
expense vouchers to a number of different
unions or trust funds.

The second most common scheme falls on
fraudulent loans either from the union fund
itself or from a trust fund.

A third scheme is inflated service con-
tracts. That is a service contract that's
not actually worth its face value and is
basically given because of a kickback to a
trustee or a union official.

Fraudulent insurance schemes similar to the
ones that I have 1just described are usually
motivated by the kic¢kback to the initiator.
Kickbacks to labor racketeers for any number
of different services, and the fifth most
common and, again, what I think is becoming
more and more common, is the occurrence of
delinquency collections on contribution.
That is, an employer, for one reason or
another, will get behind on his contribu-
tions to a trust fund. It is then up to
someone to collect those monies. There are
very few rules and requlations regarding the
collection of those monies and it's ques-
tionable as to where those monies qgo.

All right. Mr. Steinberq, in the course of
your past experience, and iun investigating
these type of fraudulent operations, have
you had an occasion to investigate areas
wherein health care or welfare trustee
hoards were being billed, if you will, by
health care providers, more particularly
dental-care providers, if you. had an
occasion to investigate that area?

Yes, we have investigated that area, and, in
general, there are some general things that
you can look for,

One is usually there's no competitive bid-
ding. Two, usually there's a high cost;




that 1is, they try and sell whqle—llfe pre~.
miums as opposed to  term premiums oOr some
similar provision. Thrge, generally there
are exorbitant comm1851ons. that hgve go
relationship at all to services prov1ded_ v
the insurance <company or the service
provider. Four, qenerally thgre are paggr
éompanies or shell companies in which t;tf
money is constantly circulated to lose 1 ?
identity. Five, there's generally a lagk of
any method to quarantee.the bepeflt of any
funds to the beneficiaries. Six, thepe 1§
generally a bankruptcy or some other.flnanf
cial dissolution within a short perlod z

time, and in all cases there's a kickback to
the initiator.

i articular
If I may, I'd like to qo over a p '
event. %hat would give you some example of
how these wcrk.

Yes, please.

i i in mind
think that it's important to kegp in mi
ﬁOW far back in time an organized crime
family will begin plans for a venture that
may pay off ten years down the road.

For instance, in the early seventies an or-
ganized crime family began to plan for i
health and welfare scheme. In fact, a trus!
fund was set up solely_for that punpos% bg
an organized crime famlly.J The trust ;unt
was organized along the lines ‘of a trus_
fund to provide for dental, medical and,gpl
tical care for union mempers. A substant;aj
amount of money was put 1nﬁo thls_trusp fund
at the direction of orqanized crime Elqureg
by the trustees and other people who ha
eontrol over the trust funds.

igi 1 the plan was set up in such a
gg;qEEZi 1%e trugt fund would pay a;pmemauT
to a company. That company would ihire dzg
tists, doctors, opt1c1an§ and so EQE i
Those persons who provided the actua
services would be required to ,hz.r,er 2
consultant. Thase consu{tants operateas
under various guises and various names.

In this wparticular case, the .consulting
firms were dummy corporationg. They had no
offices; they had no wnhones; they had no

Byintrcey

facilities; they provided no services,
Their only purpose in life was to obtain
that portion of the premium paid by the
trust fund as a kickback and siphon that
kickback off to those persons involved, both
the labor racketeers and the organized crime
fiqures who invented this scheme.

As an' interesting sidelight to that, that
company, that was a consulting company, made
substantial 1loans to vet another company.
All these loans were questionable. The
loans were made to a company which was con-
trolled by vyet another organized crine

Figure who was recently convicted of this
very event.

S0 that not only did they siphon out the
money through the kickbacks to the consul-
tants, but they also used the false and
fraudulent loans in this same scheme.

I think another interesting Ffacet of this
same situation, and this will qo to show how
many schemes were run from one trust fundqd,
too. Despite the schemes I have already
mentioned, that didn't seem to be enough
money for the inventors of this particular
scheme. So what they devised was a situa-
tion where thevy would set up the facilities
for the doctors, dentist and opticians to
operate out of, and the trust fund would pay
a substantial amount of rent, probably more
than they would pay in any ligitimate estab-
lishment, plus they would pav for the use of
various technical equipment and so forth.

The originators of the scheme, through hid-
den interests and through peonle who fronted
for them actually, had a 50 percent interesgt
the day before the trustees voted to autho-

rize this particular trust fund disburse-
ment.

Mr. Steinberq, at one point you had men-
tioned that the trust fund would initially
hire a company. The company would then turn
around and hire the providers, at which
pPoint in time the providers vyou mention
would be required to hire a consultant.
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The Commission would be curious how that
would be communicated to the providing com-
pany and by whom generallv?

Generally the individuals involved in organ-
ized crime would tell the service provider,
who, in most cases, is not what I would coén-
sider to be a legitimate service provider,
although they may, in fact, wnrovide some
services.

In some of the cases that they were involved
in, the service that they provided were
questionable; that is, the persons they had
providing services to union members in a lot
of cases were not licensed and did not have
the qualifications to provide adequate ser-
vices. But even in those cases where they
did, the situation would be put to them in
such a way by a person representing an
organized crime family that if you want this
contract, which is a very lucrative
contract, and, of course, all the costs are
passed on to the trust fund, the 15 percent
consulting fee is taken into account by the
service provider in obtaining his estimates
to give to the trust fund so that he can get
his premium.

So, in effect, 1it's not c¢osting him any-
thing, but he is told in advance Lthat in
order for you to perform this service and to
obtain this lucrative contract, you must
hire X, Y, Z company as your consultant and
pay them a certain amount oFf money every
month and that service provider knows that
unless he does that he will not receive that
lucrative contract.

All :ight. Mr. Steinberg, is it Ffair to
say, at least in the investigative exper-
ilence that you have had, that the consultant
or consulting company more often than not
serves as a condult, conduit for the persons
who are directing them to be hired?

I believe so. I believe that's a falr
statement, and even in the straight insur-
ance schcne where there is no service pro-
vider you have a situation where the trust
fund hires a consultant to advise it on
which insurance company it should pick, and
unfortunately in a lot of states the
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payment to that insnrance consultant is tied
to the premitum. So you have the ridiculous
situation of the insurance consultant, of
having the insurance consultant benefit from
actually recommending the highest premium
because his fee is tied directly to the pre-
mium,

So even in the straight insurance situation,
apart from the service provider situation,
you have that same situation where you have
either a conflict of interest situation,
which the insurance situation is, or the
conduit situation, which aovpears to be in
the service provider situation.

With regard to those operations that vyou
have investigated that are directly propor-
tionate to the premiums paid, what would be
the average percentage that a consultant
might charge with regard to those premiums
in return for whatever services, 1if any, he
provides?

Well, since the amount of money he makes is
tied directly to the premium, it really is
whatever the market bears. The highest pre-
mium he can recommend will mean that he will
get the highest amount of commission for his
consulting fees which makes absolutely no
sense because if he's a consultant to an in-
surance fund; his interests should be in ad-
vising that labor union insurance fund how
they can receive the most services for the
least amount of money.

You did mention one qther area that I would
like to highlight at this time. You had
mentioned one of the machinations that vou
found in investigatina these type programs
is what you characterized, T believe, as a
series of shell corporations, Would vyou
just explain the purpose of those please?

Well, basically, the series of shell corpor-
ations, of course, the Ffirst shell corpora-
tion in this set up -~ well, actually, there
were a number of shell corporations in
effect. If you want to look at it in its
most cynical light, the trust fund that was
originally set up, which was an idea of or-
ganized crime figures in the first place,
could bhe considered a shell corporation



because its purpose, or one of its main
purposes, was to pass money on eventually
through a series of conduits back to labor
racketeers and organized crime Ffiqures.

The second company set up were the service
providers themselves, which partially acted
as shell companies because a portion of
them, a certain portion of those companies,
were set up for the sole purpose of passing
money onto yet another company.

The third companv was a consultant company.
That was solely a shell company. That is,
it had no actual Ffunctions or no actual
purpose. Its only purpose was to receive
the money, kickback, whatever you want to
call it, to pass it along.

Now, it passed it along in a number of wavys:
One of the ways was for that company to make
loans to yet another shell company. That
company dealt with another of the other
companies who were foreign in nature, and in
this manner the money which originally came
out of employers' pockets supposedly used
for the benefit of the working man and woman
was virtually or almost impossible to trace.

Litigation Interrupts Hearing

Mr. Steinberqg's testimony had to be interrupted by Chairman
Lane because of continuing litigation by counsel to witnesses who
were scheduled to testify at the hearings. Mr. Lane announced that
these atlorneys had appeared before the New Jersey State Supreme
Court during the morning and that, at the direction of the Supreme
Court, he was recessing the hearings until 11 A.M. the following
day.
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THE TESTIMONY —- SECOND DAY

WEDNESDAY, DECEMBER 10, 1980

Court Upholds SCI

Chairman Lane reopened the hearings with an announcement that
the State Supreme Court "unanimously denied all motions affecting
these proceedings" after the temporary stay of the hearings that
the court had ordered on Tuesday morning. He had no further com-
ment on the Supreme Court's action on behalf of the SCI except to
point out that "the record of the testimony at these forums will
speak for itself."

State Police Expert
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Detective Sergeant 1/C William P. Sullivan of the State Police
Intelligence Bureau, the next witness, described efforts by his
agency to probe into the operations in both South Jersey and North
Jersey of certain pre-paid, closed panel type dental plans with
connections to organized crime. He also explained why his supe-
riors, after contact with the Attorney General's Division of Crim-
inal Justice, decided to request that the SCI carry on these parti-
cular dental plan investigations. Counsel Rhoads questioned Serge-
ant Sullivan:

Q. How long have you been employed by the New
Jersey State Police?

A. I've been a member of the New Jersey State
Police for approximately sixteen vyears.

0 And are you assigned to any particular unit
within that agency?

A. Yes, I'm currently assigned to the New Jer-
sey State Police Intelligence Bureau and
have been for over three years.

n. Would you briefly describe the duties and
functions of that agency within the New Jer-
sey State Police?

A, Well, essentially our responsibilities are
to monitor and investigate the activities of
organized c¢rime operating in the state of
New Jersey.

Q. Now, during the course of your duties as an
intelligence officer within that unit, did
you have an occasion to beqin a background
investigation on a prepaid dental plan and
its consuyltant in the southern part of the
state of New Jersey




Yes, I did. In, I quess, about early part
of April, 1978, I was assigned to look into
the activities of a closed-panel type pre-~
paid dental plan operating in the southern
part of the state.

If vyou will, would you tell the Commis-
sioners what were some of the findings of
that inquiry?

Well, some of the more outstanding things
that we found as a result of looking into it
was that the consultant working for the den-
tal plan in questicn here was receiving what
appeared to us as exorbitant fees for con-
sulting services, services which, when com-
pared to the other expenses by, incurred by
the dental plan, were disproportionate. Aand
the other thing was that a number of . the
unions  that wevre involved with the dental
plan had a history of involvement with ele-
ments of organized crime, particularly those
based out of Philadelphia, and the consul-
tant or consultants that had been involved
with the dental plan were also involved with
these same organized-crime figures.

Now, Sergeant, so that we're c¢lear on the
area within which we're discussing, the con-
sultant, as I understand it, would be em-
ployed by the provider of the dental plan to
the unions. 1Is that so?

That's correct.

Now, in the course of your inquiry, did you
come across further developments?

Yes, we did. As we continued the investi-
gation, our suspicions were confirmed time
a2nd time again, and as I began to interview
people and gather information, we found a
similar plan operating in the northen patt
of the state. The only difference here was
that the financial transactions were much
more complex' in terms of what we saw oper-
ating in South Jersey.

Did there come a time during the course of
your investigation that you had consulted
with superiors, if you will, with reqard to
the course of the investigation undertaken
by the State Police.
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A, Yes, I did. As the investigation continued,
my superiors were constantly advised of our
findings and they, in turn, were in constant
contact with the Division of Criminal Jus-
tice discussing the ongoing probe.

Q. As a result of these meeting or meetings
that you had with your superiors, ultimately
was chere a decision reached as to whether
the State Police would continue or refer?

A, Yes, after we discussed the matter we felt
that the matper was best referved to the
State Commission of Investigation.

Q. Aqd_along.the way toward reaching that de-
Clsion, did you make any conclusions as to

why the S.C.I. would be a more >
agency? appropriate

A. Yes, we did.

The -~ when we looked at the entire picture,
what we saw occurring, with the closed-panecl
type prepaid dental plan, we Felt that the
penalths for the crimes being committed in
connection with these plans, if any, such as
fraud, embezzlements, did not really relate
Oor correspond to the type of activity we
were uncovering.

The other thing we found was that the fi-
nancial dealings involving the dental plan
along with the consultant were extremely
comple; and, we felt, needed an in-depth
analysis of the entire financial picture

and one of the things that concerned the eni
tire area of this type of closed-panel den-
tal plan. There was no real legislation to
requlate it at that time, and that the Fact
that the S.C.I. being an investigative body
for the legislature, we felt that they would

Eg the appropriate body to refer the matter

THE SOUTH JERSREY EXEMPLAR

After recording testimony by law :
S ; enforcement experts on the
?:gkgroung of the SCI inquiry into organized crime incursion of
Oor union dental plans, the Commission began questioning wit-
pesses.aboqt a particularly revealing exemplar of such criminal
incursions in southern New Jersey. '




This public hearing episode illustrated the ease with which
labor union health and welfare funds can be looted bv the collusion
of organized crime figqures, phohey consultants, callous dental plan
administrators and corrupt labor union officials. Key figures in
this segment, as forthcoming testimonv would illustrate, were two
labor union officials, Albert Daidone of Rartenders Labor Union
Local 33 and Carlos Simone of Paperworkers Union Local 286, both
known associates of mobsters; Larry Smith, whose Rittenhouse con-
sulting company not only contrived the dental plan contracts but
served as a conduit for the flow of illicit profits to the under-
world, and Raymond (Long. John) Martorano, a known intimate of the
murdered Philadelphia crime boss AaAngelo Bruno and other notorious

gangsters.

Essential to the success of such schemes as these individuals
concocted was easy access to a vulnerable labor union health and
welfare fund. Such a fund had to be administered by trustees who
either shared in the looting as associates of the predators or who
for whatever reason were negligent in adequately supervising dis-
bursements from the fund.

Local 33 Welfare Fund Trustee

To demonstrate the ease with which a mismanaged labor union
welfare fund can be pirated for the benefit of organized crime, the
Commission called as its first South Jersey witness Michael J.
Stafford of Copllingswood, the "management trustee" of the health
and welfare fund of Camden Local 33 of the Bartenders, Waiters and
Waitresses [Inion. This local had abandoned its former Local 170
identification to escave the bad 1image created by 1its recent
leader, Ralph Natale, a convicted felon and mob associate. Mr .
Stafford qualified as a management trustee of Local 33's trust fund
hecause he was vice president and 25 per cent owner of a restau-
rant, Chubby's Hearth, Inc., of West Collilngswood, and one of sev-
en employers who contributed to the fund. Mr, Stafford's testimony
indicated he had little knowledge of the actual operations of the
Local 33 fund.

SCI Counsel Robert F. Geisler questioned Stafford:

Q. And could you describe what the duties of a
trustee are?

A. The responsibility of the trustees of a fund
is primary and foremost to the fund. It's
the responsibilities of making the collec~-
tions, making sure that the collections are
remitted to the fund and, in turn, to the
various carriers of the medical insurance,
and that the participants receive the bene-
fits when needed.

THE CHAIRMAN: Let me ask, are you a trustee
in connection with your employment?

T

THE WITNESS: I am a trustee because I rep-
resent the remitting or contributing emplo-
vers to that fund.

THE CHAIRMAN: All right. TIs there just one

of you from an employer point of view or
?org than one trustee of this particular
und?

THE WITNESS: There are four trustees to the

fund, sir. There are two management trust-
ees and two union trustees.

BY MR. GEISLER:

Q.
A,

And over what funds do you act as a trusteé?

I act as a trustee over the health and wel-

;are fund and, also, over the severance
‘und.

When did you
mately?

become a trustee, approxi-

I would say, approximatelyu 1967, '68. I
don't know.

Could you 1list the trustees, the
trustees, in 1978 and 1979?

other

1979. There's Mr. Richard Kenny and myself
were the management trustees, and the union
trustees in 1978, and I believe part of 1979
as well, was a Mr. Ralph Natale and Mr.
Charles DeRose.

Could you describe how the health and wel-
fare fund or benefits come into existence?

Well, it's a negotiated fringe benefit for
the employees.

How often do the trustees meet?
ﬁemi—annually unless there are special meet-
ings, and that occurs where there are delin-
quent contributors or increases in insurance
premiums, Blue Cross premiums.

How many employers do you represent as a
trustee?

Basically, seven now, I believe.




Do. you know how many union members are rep-
resented by the union 'trustees, approx-
imately?

Well, the membership has dwindled. T would
say, approximately, 900.

Is there an actual monetary fund, 'you menh-
tioned, called the health and welfare fund?
Is there a dollar amount involved in this
fund?

Well, there's a dollar amount that's con-
tributed to the fund for each employee
depending upon his status, be he single,
married, parent and child, Medicare.
There's various categories as to the amount
that's contributed for the participant based
upon his personal status.

Can you tell us the dollar, the approximate
dollar amount that was in the fund in 1978
and 19792

For the ten months ended January 3lst, 1979,
there was $64,855.26.

And do you have the figures for 19787

I have the figures for January 3lst, 1977.
I don't have them for '78.

THE CHAIRMAN: What are those fiqures?

THE WITNESS: Okay. Okay. There was a de-
crease in the fund. In fact, there was a
deficit of $95,178.17.

THE CHAIRMAN: Well, how much money per vear
is handled by vyou as trustees, the four of
you? Can you give us a round figure?

THE WITNESS: If I canr refer to ny notes, I
may be able to.

THE CHAIRMAN: We don't care about the pre-
cise figure. We want a rough, roiind
figure. Can't you give us that? Is it a
million dollars? A million and a half? Two
million? What is it?

THE WITNESS: No, sir, it's not that amount.

THE CHAIRMAN: Not that much?

Further questioning revealed that Stafford didn't know that
the fund he was a trustee for had sponsored a dental care plan for

THE WITNESS: No, sir.
THE CHAIRMAN: Well, what is it?

THE WITNEZ*: I can give you the fiqures. T
just have them all confused here, sir.

THE CHAIRMAN: All right. We'll get it
later. Go ahead, sir.

Local 33 members:

Q.

Do the members of 33 have a dental-care plan
as part of their health and welfare bene-
fits?

Not that I know of, sir.

Wwho administers the health and welfare fund?

‘Rittenhouse Consulting.

and who are the principals involved in
Rittenhouse Consulting?

I believe it to be Larry Smith. I don't
know whether Libby Kolman is a principal or
not, but she works with Rittenhouse Con-
sulting; and I don't know whether Gerald
Brown is a principal in the company, Ritten-
house Consulting, or not, but he works with
the company.

Does Rittenhouse Consultants ever give fi-
nancial reports on their administration of
the funds?

Yes, sir.

THE CHAIRMAN: Just a minute, please. 7T may
have misunderstood you, but I understood you
to say that you do not know that this union
has a dental plan. 1TIs that correct?

THE WITNESS: That's correct, sir.

THE CHAIRMAN: You don't know that they have
a dental plan? :

THE WITNESS: That's correct.

ok ok
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Q. And, to your knowledge, no dental plan was
used by the fund?

A. The fund that I sit as trustee, we don't
administer or handle, to our knowledge, any
funds for dental plan.

Q. Would it surprise vyou to know that six
houses or employers have dental plans that
deal with Local 337

A. It wouldn't surprise me., I just don't know
about  1it. I never concerned myself about
it. I know 1it's not a negotiated benefit
with my firm or, as far as I Xnow, any of
the firms that we represent.

0. As a trustee, could you gain the knowledge
that six employers provide dental plans for
employees who are members of Local 337

A. I would assume, if they were members of the
fund that we administer or are trustees of,
I would  assume that we would gain knowledge
of that, yes, sir.

Q. Have you ever heard of the North American
Dental Plan?

A, I've heard of that name, vyes, sir.

Q. And where did you heav of it?

A, I couldn't recall. I just heard it.

Although Ralph Natale had long been known as an associate of
organized crime fiqures, Stafford never questioned Natale's acti-
vities as one of the health and welfare fund's labor union trustees
prior to his conviction and imprisonment. In fact, he readily
acquiesced in Natale's promotion of Rittenhouse Enterprises as the
trust fund's new administrator. Mr. Geisler resumed questioning
Stafford:

0. Do you know a Ralph Natale?

A. Yes, sivt.

0. What was his involvement with the union?
What position =~-

A. He was the business agent.

Q. And when Mr. Natale was the business agent,
who controlled TLocal 337
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Mr. Natale was the major person in Local 33.

He was not the president of the union. 1Is
that corrrect?

No, sir, I don't believe so,.

Did he have a position as a trustee in the
fund?

Yes, sir, he did.
For what years was he a trustee of the fund?

I think he was a trustee for two or three
years.

Where is Mr. Natale presently.
I undevstand him to be incarcerated.
and do vou know where and why?

I betieve, in Florida on drug charges of
some sort,

Are those Federal charges, to vyour know-
ledge?

Yes, sir, I understand them to be Federal.

Do you know how Rittenhouse became admin-
istrator of the fund?

Yes. I know how they became administrator
of the health and welfare funds. They were
introduced to the bhoard of trustees in 1977
by Mr., Natale,

And what, if anything, did Mr. Natale say
about Rittenhouse? )

THE CHAIRMAN: I take it you were oresent at
that meeting?

THE WITNESS: Yes, sir.

Just that they had been handling this sev-
erance fund at that point in time and that
their performance was outstanding, and there
was definite need for a change in the, in
the administration and handling of  the
health and welfare fund, which was severely
in the red.




A.

Q.
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Were any other administrators given the
opportunity to present their credentials and
bid for the administrator's position with
the fund? '

No, sir, not at that time, no.

Was any effort made to see if Rittenhouse
would charge a competitive price for their
administration of the fund?

The price appeared and seemed to be very
competitive at the time for the work per-
formed, or to be performed at that time.

Was a comparison made with other funds?
No, sir.
Was Rittenhouse then employed by the fund?

Yes.

* k *

Do you know why Local 33 changed its name
from 1707

I was told that the reason for the change of
numbers in the local was to erase or remove
a bad image that the local had received
through previous oifficials.

And who were those previous officials?

Well, in the previous administration, I be-
lieve, Mr. Natale, and prior to that the ad-
ministration was Mr. Chaloka.

Since Rittenhouse had been introduced to the
union through the auspices of Mr., Natale,
was any check done after Mr. Natale got into
his legal problems to see what, if any, con-
nection Rittenhouse may have with Natale
that was not aboveboard?

No, sir, no check was done,.

Through your knowledge of Local 33 as a
trustee, have you received information that
Local 33 will shortly be taken over by Local
54 in Atlantic City?

of

a

However, Stafford did question the payment at Natale's request
$10,000 bonus to the Rittenhouse company by Lecal 33.

Q.
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I've heard talk to that effect, yes. I know
that Local 33's membership has been dimin-
ishing *because there has been a sort of
immigration of their members to the Atlantic
City area with the new jobs that are opening
up there.

Prior officials of Local 33, were they a
Mr. McGreal and a Mr. Raldino?

Mr. Baldino was an organizer with a previous
administration at that time with Local 170.
If Mr. McGreal were employed or a member of
Local 170 at that time, I don't know that,
or I would not know that.

Have those two individuals been convicted of
crimes?

Which two?
McGreal and Raldino.
Yes, sir.

And do you know what crimes they have been
convicted of?

I believe, extortion or something of that
nature. .

Isn't it a fact that Rittenhouse Consultants
received a bonus for merely doing what they
had contracted to do with Local 337

Rittenhouse Consultants did receive a bonus,
yes, sir,

And what year did they receive that bonus
in? What year was that?

I believe that was 1979.

THE CHAIRMAN: = You mean over and above that
which they 'had contracted for? '

THE WITNESS: Yes, sir.
Do you know how much--
THE WITNESS: 1I'm not certain. I believe it

to be 1979. It was 1979 or 1978, one or the
other.
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0. Under their c¢ontract, how much did Ritten-
house receive for the services it provided?

A, I assume, for administering the health and
welfare plans, fund, $60,000.

Q. And could you tell us how much the bonus in
1979 was?

A. I believe the bonus, the projected honus was
$10,000.

Q. Did you vote in favor of that bonus?

A. I questioned it. In as much as it was my
feelings that the firm merely did what we
contracted them to do, I was against pavying
the bonus and the bonus was eventually paid
in a two-part sum.

I did recognize the fact that we had come

from $95,000 in the red, we had improved the

benefits to the members, the billing was on

time, and we were now at this point approx-
imately $65,000 in the black, and I thought

that they did do an excellent job. However,

I also felt that that's what they were con-

tracted to do.

Q. and could you tell us, who was the one who
proposed this ten~thousand-~dollar bonus?

A. pon't hold me to the fiqures. I'm not
certain of the exact figure, but I believe
it was $10,000 at that time. And the indi-
viduals that proposed this bonus was Mr,
Natale.

Local 33's Vice President

Albert Daidone of Pennsauken, vice president of Bar+tenders
Local 33, was called as a witness because he personified the tvpe
of labor union leadership whose associations pave the way for
looting of union welfare funds by organized crime. .Daidone, an
associate of known mobsters, also was close to Larry Smith, the
" Rittenhouse consultant who accumulated an -unexplained ‘horde of cash
in 1978 as a result, in part, of union local dental care plans his
company had "administered."

The 38-year-old Daidone said he worked "seven days a week" for
his union local =~ but he also owned a restaurant #in Philadelphia
and beauty shop in Clementon. Hle was @sked to explain how he
became the local's vice president and what ‘that job:entailed:

0. And as a bartender, were . you -a menber of
Local 337
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Yes.
And when did you first join the union?
I believe, around 1965, something like that.

How did it come about that you were emploved
by the union? ‘

I ran for an election and won.
Did you approach the union or did a member
of the union approach vyou and ask you to

run?

Two years aqo.

Yes. Were you approached by the union and

asked to take a position with the union?

I was approached by Eddie McBride, who at
that time was vice-president. Due to the
absence of the president, he was going to
run for the presidengy. He asked me if I
would run on his tickeét with him.

Did you clear this with a Mr. Natale?

When you say did I clear it, Mr. Natale was
also running on the ticket. I was asked to
run by Mr. McBride. It was his ticket.

Did you speak to Mr. Natale about vyour
running for a position with the union?

Yes.

What did you say to him? What, if anvthinq,

~did he say to you?

He was glad that I was going to accept and
run on the ticket with them.

k ok Kk

Could you tell us what your duties as the
vice-president of the union are?

My ourrent duties are now to do whatever
Mr. McBride feels that I should do; that's
such as 1f someone's in trouble, to go in
and Find out why they were fired, get their
job back, that type of stuff.
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Could vou elaborate on that, what other,
what duties you carrv out for the union?

Anything that has to be done. There are
only three officers. We do evervthing.

THE CHAIRMAN: Well, describe a typical Aday
that vou have as a union official.

THE WITNESS: I go into the office and see
whatever I have to do, whether it be 1if
someone was fired, to see how much work
there is to give out,

THE CHAIRMAN: Well, that's not very
illuminating. Can't vyou tell us what vyou
find you have to do and do do?

THE WITNESS: That every day.

THE CHAIRMAN: Well, tell us what you rdo on
a typical day, please.

THE WITNESS: Typical day is whatever has to
be done, I will do.

THE CHAIRMAN: What has to be done? That
the point.

THE WITNESS: I just told vyou.

THE CHAIRMAN: What do you find has to be
done on a typical day?

THE WITNESS: If someone is fired from a
job, I'll find out why they were fired, go
in and see if I can get them their +ob
back. If there's reasons for the Ffiring,
anything, if there's a discrepancy
somewhere, someone feels they're Dbeing
harassed, if there's a problem with shop
stewarts, anything.

BY MR. GEISLER:

Q.

A.

How many hours a week do you spend on union
business?

It's impossible to say. Roughly, maybe 50
hours, 60 hours. I don't know. I work
seven days a week. If someone has a problem
and they call me at home on a Saturday and I
can solve the problem, I'll get up and solve
the problem. If it's a Sunday, I'll solve
the problem. If it's a shop steward
election at 12 o'clock at night, I solve the
problem, ‘

i
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What is your salary as vice-president of the
union?

It's approximately ~- I clear approximately
$200 a week.

* Kk %

Do you have any other current sources of
income?

I own a restaurant in Philadelphia by the
name of Intermission. I own a beauty shop
in Clementon. 1It's part of a corporation I
own. That's the only thing that is owned by
that corporation, the beautvy shop in
Clementon.

Daidone and Dental Plan Promoters

Daidone next explained what he knew about his union's dental

program and Larry Smith, the consultant with whom he dealt:

Q.

Are you familiar with the WNorth American
Dental Plan?

Yes, I am.

As part of your 9qob as vice-president of
Local 33, do you have. anything to do with
the operation, the daily operation, of the
plan?

In as far as 1f one would call me and say
that they're having trouble with going to
the dentist, that their name wouldn't be on
the computer or stuff like that, I would
call our offices, such as Larry Smith's
office, which is Rittenhouse Corporation,
and they would take care of the problem from
there.

Who is Larry Smith?

From what -- I believe Larry Smith is the
administrator for Rittenhouse Corxporation. I
don't know specifically what his title is.
And Rittenhouse Corporation is the
administrator of the dental plan; is that
correct?

I'm not sure. I helieve so.
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During -- well, how 1long have you known
Larry Smith?

Roughly, ten years, I gquess, something like
that.

And when did he become -- when did Ritten-
house become the consultants for the oper=
ation of the dental plan-?

I really don't know.

Did vou know Mr. Smith before he became in-
volved in the administration of the dental

plan?

I believe so. T don't know when the dental
plan exactly started because at that time I
was tending bar. Rut I've known him for
quite awhile.

And how did you meet him?
I met him through Ralph Natale, probably.

Who runs the dailv business of Rittenhouse
Consultants?

I would imagine Larry does. He has Gerry
Brown and Paul -- I don't even know Paul'’'s
last name, Any time I have a prohlem with
any of them, I usually call for Paul or
Gerry Brown or Larry and the problem I've
always had have been solved.

Are you at all familiar with the operation
of Rittenhouse Consultants and how it oper-
ates in conjunction with the health and wel-
fare fund?

Mv only dealings with Larry Smith's office
is that if someone says they can't get Blue
Cross, Blue Shield, or they're in a hospital
and they don't have cards or stuff like
that, I would call in and they'll call the
people directly and make sure that they have
their Blue Cross or qo in the hospital with-
out any complications at all. !

You do see Mr. Smith on a daily basis; is
that correct?

Not necessarily. Sometimes I'll see him
every day; sometimes I'm liable not to see
him for a week, two weeks; sometimes I'll
see him three times in nne Aavy.

o
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Besides ;ee}nq him for union purposes, you
also socialize with Mr. Smith; is that cor-
rect?

Occasionally, vyes.

* ok %

Do vou knqw when the North American Dental
Plan was first used by the union?

No, I don't.

Do you know what sort of contract Ritten-
house Consultants has with the union?

No, I do not.

Dogs Larry Smith receive any income from the
union other than through Rittenhouse?

Is he on our payroll?

Yes.

@s far.ag I know, no. I don't know how that
1s administered or how it's taken care of.
One of the.trustees would be able to answer
that question.

PO you know how that North American Dental
Plan was selected?

No, I do not.

Did the union members participate in select-
ing the dental plan?

Yes, they did.
How did they participate in that selection?

When'ypu say did they select North American
specifically versus another group?

Yes.

I don't know whether that was afforded them
or however that came about.

In fact, no other dental plans were pre-
sented to the union membership?

I don't know.

g — ——— -
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Q. Do you know if Larry Smith has any

sources of income?

A. I don't know.

Q. Did vyou ever ask Mr, Smith what
sources of income lie has or what

business he's involved with?

A. No, I don't think so.
involved in trucks.
last time.

other

other
other

I believe he was
I told you that the

Q. Do you know of any organized-crime influence
on the union or on the dental plan operated

by the union?

A. No, I do not.

Daidone and Ralph Natale

Daidone was questioned about Ralph Natale,

his former unicn

local colleague who arranged Local 33's dental plan contact with

Larry Smith and Rittenhouse:

Q. How 1long did you know Ralph Natale before

you were employed by the union?

A. Since about 1965.
service.

Q. And how did you meet him?

A. He used to tend bar at the Rickshaw.

Q. How many members of the wunion are

presently?

A. Approximately 1200.

Q. And Local 33 was formerly known as

170;: is that correct?
aA. Yes.

Q. And why was it changed to Local 337
the name changed?

Since I got out of the

there

.ocal

Why was

A. Mr. McBride, I believe, felt that he wanted

te change the image of the union

wanted to call it Local 33.

and he
The executive

board voted upon it and ‘the number was

changed.

e i v e e
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The poor image was caused hy Mr. Natale's
involvement with law enforcement; is that
correct?

Probably.

Do you know why Mr. ~- under what charges
Mr. Natale was convicted?

I believe, arson and narcotics.

And those were Federal convictions: is that
correct?

I believe so. I'm not sure about the law.
Prior to Mr. Natale's incarceration, vyou
were a social friend of his; is that cor-
rect?

Yes.

And how often did you see him?

Maybe every day.

And when you saw him, was it at his home?

At his home, at my home, all over. We were
together quite often.

When 1is the last time that you - have seen
Mr. Natale?

The last time I saw Mr. Natale is when he
was up here on one of his trials, I believe.

When is the last time that you communicated
with Mr. Natale over the telephone?

He c¢alled the restaurant. When it was, I
have no idea. I can't remember.

You still retain your friendship with Mr.
Natale; is that correct?

Yes, even though I haven't spoken to him for
quite awhile, yes, he's still my friend.

Have you heard that Mr. Natale is involved
in organized crime?

I only know what I read in the paper about
Mr. Natale.

What do you read in the paper about Mr.
Natale?
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They say that he's associated with organized
crime and he's been in some sort of trouble.

Daidone and Angelo Bruno's Friend

Daidone was asked about his friendship with Raymond
a8 close associate of Angelo Bruno before

John)

Martorano,

Philadelphia mob boss was murdered in March, 1980:

Q.

Do you know Raymond Martorano?
Yes.
How long have you known him?

Approximatelv ten years, I guess, something
like that. I don't know.

And were you introduced to him through Mr.
Natale?

It's pssible.

How often do you see him presently?

I see him quite often. Three, four times a
week, sometimes every day. Sometimes I

don't see him for a week.

Do you know whether Natale and Martorano
know each other?

I believe so, yes. 1I've been —-
Are they good friends?

I don't know how goed is good friends, T
know they know each other.

When you see Mr. Martorano on a daily basis,
how does that come about? Do you visit him?

Yes.
And what do you do when you see him?

We take a ride, talk, have lunch, mayhe have
dinner,

Do you act as the chauffer for Mr.
Martorano?

I have driven for Mr. Martorano.

Have you ever acted as his bodyquard?

(Long
the

)

A
Q
A.
Q
A
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No,

Have you heard that Mr. Martorano is in-
volved in organized crime?

Only what I read in the paper.

. They say
he's with organized crime.

Did you ever ask Mr. Martorano about what
you have read in the paper?

No.

Did you ever ask Mr. Natale about what vou
read in the paper about him?

No.

What business is Mr. Martorano in?
He's in the vending.

And where is that business located>

In Philadelphia.

EXAMINATION BY THE CHAIRMAN:

Q.

Do I understand that You spend some part of
almost every day of the week with, in the
company of Raymond "Long John" Martorano?

Yes.

And what does this association amount to?
What do you do with him part of every day?

We have lunch. We talk, we laugh, we talk
about the newspapers.

Do you ride around in a car and look for
locations for his vending machines with him?

I have been with him when he's been looking
at vending stops.

Did you ever speak to Mr. Martorano about
union businesg?

No.
Did you ever speak to Mr. Testa?

NO.

Did you ever speak to Mr. Vidino ‘about
union business?
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It's possible. It's possible I spoke to
them about it, but in regards to, I'm doing
this or I'm doing that, that's all.

Do any of those individuals derive any in-
come from Local 337

No.

Daidone's Other Organized Crime Associations

Daidone contended he only knew about the organized crime back-
ground of his friends from what he read in the newspapers.
ever, what he learned about his associates didn't seem to matter to

him, according to his testimony:

Q-
A,
Q.

A.

Do you know a Frank Vadino?
Yes, I do.
And how long have you known him?

Since about 1965. Since I got out of the
service, roughly.

And he presently works at your restaurant;
is that correct?

He helps me.

He receives no income from you; is that cor-
rect?

No, he does not.
What does he do for a living?

I don't know specifically. I believe he had
something to do with trucks, the trucking
business.

What business was that?

What was his business? I don't know. I
think it was -~ I don't know, to be honest
with you.

Does he act as a bodyguard for Mr.
Martorano?

Not that I know of.

Have you heard that Myx. Vadino is involved
in organized crime?

vy
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I didn't know that he was or is. I only
know what I read in the paper about Mr.
Vadino. He's my friend.

What have you read in the paper abhout Mr.
Vadino?

They said he was in organized crime.

Did you ever ask Mr. Vadino about what you
have read in the papers?

No.

Was he involved with Mr. Natale in Florida?
Yes, he was.

And was he convicted of those charges?

Yes, he was.

Did you know Angelo Bruno?

I met Angelo Bruno.

And who introduced you to Angelo Bruno?

I don't know. Maybe Mr. Natale. T met him
a long time ago.

And how many occasions prior to his murder
did you see Angelo Bruno?

I don't know.
Did you attend Angelo Bruno's funeral?
Yes, I did.

I show you a picture taken at Mr. Bruno's

funeral and ask you to identify the indivi-~
,duals in that picture.

That's Frank Vadino, Raymond Martorano, my-
self, and Anthony Amato.

Did you attend thé funeral as a friend of
Mr. Bruno or as a bodyquard for Mr.
Martorano?

As a friend of Mr. Bruno and a friend of
Mr. Martorano.

After Mr. Bruno's murder did you visit Mr.
Martorano on a daily basis and stay with him
during the day?
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Yes, I did.

And was the purpose of your staying with him
to act as his bodyguard?

No, it was not.
and why did you stay with him?

Because I felt, as did Frank Vadino, pro-
bably, that he was upset and we didn't feel
that he could drive.

And have you heard that Mr. Bruno was in-
volved in organized crime?

Only from what I've read in the paper.

And what did you read in the paper about
Mr. Bruno?

That he was involved in organized crime.

Do you know an individual by the name of
Mike Marrone?

Yes.

And is he a friend of yours?

I would say so.
And how long have you known him?

Approximately, I quess, since I got out of
the service. I don't know exactly when I

met him.

Is he presently in prison?

Yes.

And what is he in prison for; do you know?

I don't know. I believe it was something to
do with arson.,

When is the last time that you saw him?

The last time I saw him is when I visited
Mr. Natale in prison and he was visiting
with his wife or someone.

Do you know Philip Testa?

Yes, I do.

RS R . 5 A ST i < e e
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How long have you known Philip Testa?

I don't know, ¢t
' + to be honest i .
gon t know when I met him, I,Jghkyou. I
or awhile, yes, nown him

Did you meet hi ,
Mr. Natale? m through wMr. Martorano and

Probably, vyes.
- And how long aqo was that?

I don't know.

Have you ever been to his home?
Yes.

On how many occasions?

A couple.

Have you heard that C
organized crimes Mr. Testa is involved in

Yes.

And how did you hear about that?

From the newspapers.

Did you ever as}
; ; K Mr. Testa
had read in the newspapers? about what vou

No, I did not.

When is the 1 .
Testa? ast time that vyou saw Mr.

Maybe a couple
like that. P of weeks ago or something

And where did you see him?

At a restaurant in Philadelphia,
What restaurant was that?
Virgilio's.

Does Mr. Testa know‘Mr. Martorano?

Yes.
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Daidone Explains His Friends

Concluding his testimony, Daidone contended his
and associations had no bearing on his "trust duty" as an officer
of his labor union local. The questioning proceeded:

Q.

Mr. Daidone, you have stated that you have
been associated with Mr. Martorano, Mr.
Testa, Mr. Vadino, Mr. Natale, all who have
been identified to you through the news-
papers as being involved with organized
crime. You have also stated that you have
never gquestioned these individuals about
their association with organized crime. Do
you think that it is in the best interests,
because of your trust position with the
union, to continue to associate with these
individuals?

MR. SAL DAIDONE (witness' counsel): I would
like to know what trust position you're
talking about, number one; number two, I
would like to know what you're talking about
when you use the word "friendship" since you
understand that Mr. Daidone happens not only
to be a bartender, but also happens to be a
tavern owner, all those things before you
ask a loaded question to which you cannot
expect any honest answer without consulting
me and sitting with your staff to f£ind out
just what you're talking about.

THE CHAIRMAN: Let me ask a question. Do
you think an association with these men that
counsel has just enumerated reflects in any
way on your position with the union?

(The witness confers with counsel.)

THE WITNESS: Okay. I own a restaurant. I
associate with a lot of people, I have
friends that are priests, I have friends
that are politicians. I can't say that I
have one specific group that I'm closer to
than another.

Have any of the friends who are priests or
politicians been identified as members of
organized crime in the newspapers?

I don't know.

Your position with the union is that of
vice-president; is that correct?

Yes,

friendships

e
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Q. And as vice-president of the union, do you

consider that you have a trust duty to the
members of your union?

A. Yes.

Q. And do you think that your association with
members, who have been identified by the
newspapers as members of organized crime,
without your questioning that fact, is in
the best interests of the union?

(The witness confers with counsel.)

A, Because I associate with a group of people,
that doesn't necessarily mean that my know-
ing them or my socializing with them will
have any bearing on what I do for my union.
I only do for my union what I feel is bene-
ficial for my union, and I'll get up out of
a bed at one o'clock in the morning to help
someone that has been fired. Are you sug-
gesting that I should call someone to help
me get up out of bed and go solve a prob-
lem? I take care of my people.

Q. Are your people also Mr. Martorano, Mr.
Testa, Mr. vVadino and Mr, Natale?

A, They're friends. If you were my friend and
you called me in the middle of the night,
I'd get up for you.

Paperworkers' Leader Refuses to Answer Questions

Carlos Simone, international representative of the Paper-
workgrs Union, Local 286, refused to answer questions about his
dealings with Larry Smith and Rittenhouse in connection with the
dental health care plan Rittenhouse administered for his union
local members:

Q. Mr. Simone, where do you currently reside?

A, 105 South Mansfield Boulevard, Cherry Hill,
New Jersey.

Q. And what is your date of birth?
A, 8/31/34.
Q. Mr. Simone, what is your current occupation?

a, I respectfully decline to answer that ques-
tion on the advice of counsel.

-



- 41 -

Is that --
I'm invoking my Fifth Amendment right.

Is that on the grounds that it may tend to
incriminate you?

Whatever the Fifth Amendment entitles me to,
Counsellor.

Mr. Simone, are vyou an official with the
Paperworkars union?

I respectfully decline to answer.

Mr. Simone, are you a trustee of the hgalth
and welfare fund of the Paperworkers union?

I respectfully decline to answer.

Mr. Simone, does your union have approxi-
mately 5000 members?

I respectfully decline to answer.

Mr. Simone, are you a personal friend of
Lawrence Smith?

I respectfully decline to answer.
On what basis, sir?

The Fifth Amendment, guaranteed to me by the
United States Constitution, Counsellor.

Mr. Simone, are you familiar with the North
American Dental Plan?

I respectfully decline to answer.

Mr. Simone, did you aid Lawrence Smith in
becoming the administrator of the North
American Dental Plan for the Paperworkers
union?

THE CHAIRMAN: Just a minute. I take it;
Mr. Counsellor, that your client is qoing to
continue to give that same answer, 1in
effect, refuse to testify. Is that correct,
sir?

WITNESS COUNSEL: That is correct, sir.

COMMISSIONER FRANCIS: And that refusal is
based on the Fifth Amendment?

- 42 -

WITNESS COUNSEL:

That is correct, Commis-
sioner.

THE CHAIRMAN: Well, there's no need to con-
tinue.

Dental Plan's Mob Connection

Although he denied any knowledge of Local 33's dental plan
contract with Rittenhouse Einterprises or Larry Smith, Raymond
Martorano conceded he knew Al Daidone, the local's vice president,
and that he and other mobsters from the Angelo Bruno gang were
associates of Daidone. (In 1977, Martorano testified at an SCI
public hearing that he and Angelo Bruno were associated with John's
Wholesale vending company. He left his employment at John's Whole-
sale in April or May, 1980, soon after Bruno's murder). Counsel

Rhoads questioned Martorano about his organized crime background
and associates:

Q. Mr. Martorano, are you known by any nick-
names or aliases?

A, Yeah, they call me Long John, sir.

Q. What‘'s your present business occupation?

A, Salesman.

Q. And what is it that you sell?

A, Vending machin~s.

Q. What do thzy vend?

A, Cigarettes, pinballs, juke boxes, pool

tables, et cetera, et cetera.
Q. Are you self-employed?

A, Well, I am and I work for my son and I work
for a couple of other companies.

Q. All right. What are the companies that you
work for?

A, Toomey Vending, Jay Scott, Jay Vending,
Jimmy Del Cain.

Q. Was there a time when you worked as a sales-
man for vending machines with a company
called John's Vending.

A, Yeah, I worked for a salesman for John's
Vending, yes, sir.

——— —
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Martorano was particularly reluctant to discuss dental care

disclaiming any knowledge of Local 33's arrangements with
He also in-

plans,
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And who is the proprietor of John's Vending
when you worked there?

It was my wife and my brother and his wife.
What's your brother's name?

John Martorano.

Well, for what period of time did you work
for your brother's firm?

Oh, many vears. I don't remember how many
years.

Well, when did you rease working for him?

I think it was this year.

And what was the reason that caused you to
leave your brother's firm and go on to a
different one?

I just wanted to work for myself and other
companies.

Well, can you fix a time with respect to
when you left John's Vending?

It could have been around April or May,
something like that, sir.

April or May of what year?

This year.

Larry Smith and the Rittenhouse consulting company.

sisted that neither he nor his organized crime superior Bruno ever
shared any of the proceeds from dental plan operations.

mony continued:

Q.

Now, Mr. Martorano, with regard to the
aforedescribed scope of this public hearing,
that 1is  to say, the inquiry into the
health-care plans, more particularly,
dental~care plans, did any of the companies
by which you were employed and you are pre-
sently employed now have a dental plan?

Not to my knowledge, no, they don't, sir.

Have vyou ever heard of a company called
Rittenhouse Consulting REnterprises?

His testi-

bl
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To my recollection, no, sir.

Well, if T were to tell you that that com-
pany had a president by the name of Lawrence
Smlgh, would that help your recollection
any?

Tt wouldn't, sir To m i
. i y recollection
don'g know the company, sir. ot

Do you know Lawrence Smith?
I've heard of the name. I don't know him.
From what source have you heard of the name?
I might have read in the news

' . papers or some
charity affqlr I might have met him. I
never met him, but I might have heard the
nam? that way. But I know the gentleman.
Don't know what he looks like.

May have been as a result of readi ’
1 —
s ng news

Could be. I don't know, sir.

Well, in that context, when you read the
name Lawrence Smith, did it allow you to
learn what business Mr. Smith was in? =

I have no interest, sir, in Mr Smi
. Smith o
other Mr. Smiths,. ’ "any

I:m not asking you that you have interest in
him. I'm asking whether you know --

No.

~-- what business he was in.

I wouldn't be concerned.

You would not be concerned with it?
No, sir.

Have you ever heard of a company by the
' . ! t name
of North American Dental Plans?y Y

No, I never heard of up until I read in the
baper yesterday. I think you asked me that

question before. Never heard o
before, sir. t the company

———————————————— —
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You say you read in the paper yesterday. In
what context did you read that company name?

It was in the newspapers yesterday about it.
What was the story about?

Oh, I don't remember, sir. Something about
the dental something. I don't know.

This is yesterday's paper?

Or this morning's paper, something like
that. '

But you can't recall anything other than
just the name?

No, sir, I'm not interested.

Well, along the lines of North American Den-
tal Plan, did you hear or read associated
with that company the name Joseph Cusumano?

Now, you said that before, sir. I don't
think I know the gentleman, si;. To my
best recollection, I don't know him.

Well, between the time I said it to you be-~
fore and as you sit here today, have you
searched your memory as to whether you do
know a Mr. Cusumano?

No, to my recollection, I don't sir.

* ok %

Well, Mr. Martorano, there was a time, or
perhaps more than one time, where Lawrence
Smith, president of Rittenhouse Consulting
Enterprises, in fact, shared proceeds with
you, didn't he?

What was that?

You didn't hear the question?

I don't even know what you're talking about,
sir. No, sir, I don't even know Lawrence
Smith.

wWell, is the answer no, then?

No, sir, definitely not, sir, It's a dampn
lie.

g s
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Well, Mr. Martorano, perhaps with regard to

you recalling the name Lawrence Smith, I'll
approach it a different way. You know
Angelo Bruno, do you not?

Yes, sir.

And again, if you will, how would you char-
acterize your relationship or acquaintance
with Mr. Bruno?

He was a very dear friend of mine, sir.

and for what period of time?

0h, my God. Fifteen, 'twenty years, sir.

Was he ever at any time during that fifteen
or twenty years ‘a business acquaintance of
yours? Did you have a business relationship
in any way --

Yes, sir.

~- with Mr. Bruno?

Yes, sir.

What was that, sir?

We worked together, sir, as salesmen.

Where?

At John's Wholesale Company, sir, John's
Vending.

What was Mr. Bruno during the course of time
he worked there?

Salesman, sir.

Would you characterize Mr. Bruno's job as
the same as yours? By that I mean he sold
vending machines.

Yeah, the same as mine, a salesman, sir. We
worked together.

During the course of these, well, years, I
suppose, that you knew Mr. Bruno, Mr. Bruno
ever tell you that he was involved in organ-
ized crime? .

No, sir.
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Have you ever heard of the term "La Cosa
Nostra"?

I heard the term, yes, sir.

From what source of'sources have vyou heard
of the term "La Cosa Nostra"?

In the newspapers, sir.

Is it fair to say that you had, we'll say,
read the. term "La Cosa Nostra"'manv, many
times over the course of years in the news-

papers?
Yes, sir.

And along those lines, you also read it %n
context with vyour friend Angelo Bruno, did
you not?

Yes, sir.

And would you tell the Commissiorn, at least
in summary, what the articles would say
about Mr. Bruno in relation to the La Cosa
Nostra?

I don't recall, sir.

Well, with reqgard, again, now to Mr. Bruno
—— and 1if this helps you recall the name
Lawrence Smith, please tell me -- have you
ever heard or do vou have any knowledqe.of
Lawrence Smith at any time ever having
shared proceeds from his dental plan opera-
tions with Angelo Bruno?

No, sir.

How about that same question with respect to
Ralph Natale?

My recollection, no, sir.

To your recollection, anyway?

No, sir.

(There is a brief pause.)

I just 'have one last question, o Mr.
Martorano, have you ever facilitated or in
any way helped anyone contract with the

union in order to furnish them a dental
plan?
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No, sir.

Never at any time? You never recommended
anyone to any of your union friends?

No, sir.

It was apparent fror. Martorano's testimony that either he
never discussed Local 33's dental plan with those who were familiar
with it or he didn't wish *+o admit that the subject ever came up.
For example, he associated frequently with al Daidone, the local's
vice president, visited often at Daidone's Philadelphia restaurant,
the Intermission, and knew the same mob pPeople Daidone knew —- but

could not recall ever discussing the local's dental plan.

He was

How is it that You know Mr. Daidone?
I know him for years, sir.

Well, how did you meet him?

Working as a bartender, I think, sir,

Well, do you know what Mr.
business is?

Daidone's
He's with the union, sir.

Do you know what union?

The Bartenders and Hotel Workers Union, sir.

To your knowledge, is that presently known
as Local No. 33, formerly Local No. 1707?

I think that's it, sir.

Well, how would you describe vyour rela-
tionship with Mr. Daidone?

He's a friend of mine, sir.

Would you say you're good friends, hardly
know one another? How would you --

I would say, good friends, sir.

And over the course of these years that you
have known Mr. Daidone, you are in relative
frequent contact with him; are you not, per-
haps on a daily basis or every other day?

Yes, sir.
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And during these numerous occasions that you
are with Mr. Daidone, do you have an occa-
sion to discuss union business with him?

Sometimes, but I don't know if it's any im-
portance. I don't remember, sir. Sometimes
I did, sometimes. I don't remember on what
occasions, though. ‘

Well, in relationship perhaps to the time
when you had read about, from the news-
papers, in any event, about N.A.D.P., North
American Dental Plan, or any other dental
plans, did vyou ever discuss with Mr.
Daidone, knowing that he was in a  union,
whether he had a dental plan or not?

No, sir, my recollection, I never did, sir.
Let me put it a different way. Do you know
whether, in fact, Mr. Daidone's union, at

least, the welfare board of that union, does
have a dental plan?

No, I wouldn't know, sir.
You say you wouldn't know?
No.

Why would you not know?

I have no interest to know. I wouldn't have
no interest to be interested in knowing.

Well, how about as a result of the articles
that appeared in the paper; did that ever
arouse your interest to discuss with Mr.
Daidone words to the effect to say like do
you have one of these dental plans?

No, sir, I don't discuss it., I might have,
but I don't remember, sir. I have no in-
terest.

You have no interest in it?

No, sir.

Now, Mr. Daidone, over this course of the
years that you have known him, has busi-
nesses other than being connected with a
union; isn't that so?

He owns a restaurant, sir.

IR
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Q.

Al

A.

What's the name of that?
Intermissions.

Where's that located?

In Philadelphia, sir.

Have you frequented that place?

I‘go there and eat, have lunch and dinner,
sir.

Do you know a Franky Vadino, do you not?
Yes, sir.

How is it you know Mr. vadino?

I know him for years, sir.

Well, how is it that you got to know him?
He's from downtown, sir. = You know, it's a
guy that I see downtown quite often for
years.

When you say, "He's from downtown," what I'm
suggesting 1is, how is it that you met Mr.

Vadino or, at least, heard the name Vadino?

I know him for years, sir.

BY MR. RHOADS:

Q.

Mr. Martorano, I'm going to show you what's
bgep maerd Commission Exhibit 21 for iden-
tification. It's a photograph depicting
amongst others four individuals. Reading

from left to right, could you identify those
individuals for us% Y

Yes, sir. That's Tony, Al, me and Franky.

Well, can you give us last names, do vo
think? ’ yed

Oh, well, thqt's Tony, I think Tony Amato.
That's Al Daidone. That's me, and that's
Frank Vadino.

Now, the gentlemen you identified for pur-
poses of the record as the one appearing on
the far right side, and that is the Mr.
Vadino that you said had worked at Inter-
missions; is that so.
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He didn't work there. I never said he
worked at Intermissions.

Well, on the occasions that you have been to
Intermissions, have you ever seen that gen-
tleman, Mr. Vadino, there?

Yes, he's there.

What would he be doing? Would he be sitting
having dinner, having a drink, or sweeping
the floors?

No, eating, having lunch or dinner, or talk-
ing to somebody at the bar.

Well, over the course of the time that you
know and have known Mr. Al Daidone, did Mr.
Daidone in any way ever impart to you that
Mr. Vadino helped him run the bar?

He might have said that. I den't know if he
helped him or not, sir. I don't know.

Well, wnot that he might have said it. Do
you have any specific recollection whether
Mr. Daidone, in fact, ever told you that
Franky Vadino helped him in the bar.

To my recollection, I don't remember him
saying that.

How long -~ and if you have answered this,
excuse me, but I would like to hear it
again. How long have you known Mr. Vadino?

Oh, many years, sir.

Many years. And how would you describe your
relationship with Mr. Vadino?

Oh, friendly. I'm friendly with a lot of
people, sir. I'm a friendly fellow.

Well, again, would you say that you're good
friends, passing acquaintances? How would
you characterize it?

Friendly, friendly, frigndly.

Well, Mr. Martorano, ovéf the course of time
that you 'have known Mr. Vadino, have you
ever known him to be involved in narcotic
trafficking?

No, sir.

Martorano's testimony became suddenly confusing when
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Never had any knowledge of Mr. Vadino being
arrested or convicted for narcotic traffick-
ing?

Yeah, he was arrested, sir.

Well, then, you do know of the fact that he
was involved in narcotic trafficking, don't
you?

The newspaper --

Do you now know, at least, of his arrest for
narcotic trafficking, do you not?

I read that in the newspapers, sir.
Did you ever talk to Mr. Daidone about it?

I might have. I don't remember talking
about it. I could have.

he was

questioned about Ralph Natale, the former Local 33 oﬁficial whg had
initiated the dental plan arrangements with Larry Smith and Smith's
Rittenhouse consulting company:

Q.

A.

The fact is Mr. Vadino was also arrested
with someone else, wasn't he?

Accordlng to the newspapers, he was, vyes,
sir.

Who was the someone else he was arrested
with?

It was this Ralph Vitale.
It was Ralph Natale?

Vitale. I think it's vitale. I don't know
if I'm pronouncing it.

Ralph Vitale~
Yes.
Is it V~i-t-a-l-e?

Could be. I don't know the correct spell-
ing.

MR. RHOADS: Could I have a moment, please.

(There is a brief pause.)
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Well, Mr. Martorano, you know a Ralph
Natale, don't you, N-a-t-a-l-e?

Yeah.

Well, was he the individual that vyou're
trying to recall that was arrested --

Yes, sir.

-— with Franky Vadino?

Yes, sir.

It's Ralph Natale, isn't it.

I don't know how you pronounce the second
name, but I know it's Ralph.

This Ralph Natale or Vitale that you know,
how long have you known him?

Oh, many years.
Many years?
Yes, sir.

WITNESS' COUNSEL: I apologize for his in-
ability to pronounce it correctly.

COMMISSIONER FRANCIS: Could it be another
reason, Counsellor? Would it be that he

knows the gentleman very well and doesn't
want to admit it?

WITNESS' COUNSEL: No. He admitted that.
If he can't spell it correctly, I'm sorry
about that.

COMMISSIONER FRANCIS: Is that your testi-
mony? Is it Mr. Natale?

THE WITNESS: It could be.

COMMISSIONER FRANCIS: Is his first name
Ralph?

THE WITNESS: Yes.

COMMISSIONER FRANCIS: Is he the gentleman
that was arrested with Frank Vadino?

THE WITNESS: Yes, sir.

COMMISSIONER FRANCIS: Thank you.

A,

Q.
A,
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Just for purposes of the record, at this
point, Mr. Martorano, you testified before
this Commission on November 7th, 1980, sit-
ting in executive session, and at Page 21 of
the transcript, line 23, I asked, "That con-
viction was in association with Mr. Natale,
was it not?" And for purposes of context,
that's in relationship to Mr. Vadino. aAnd
your response was, "Yes, sir."

Well' -

So, at Counsel's request, I do read that
back to you, and the fact is it is the Ralph
Natale we are discussing.

Now, Mr. Martorano, in what business, at
least prior to Mr., Natale's conviction, was
Mr. Natale in, to your knowledge?

He was 1n the union business.

And what was he in the union business?

He was a union -~ it's a union business, a
union man.

Was he an official of the union?
Oh, yves. Yes, sir, he was.
Do you know what title, if any, he had?

Oh, I don't know what title. But he was a
boss there; was a union official, sir.

Well, do you know the name of the union that
he was associated with?

With the Bartenders and Hotel Workers.

If I were to tell you it was Local No. 170,
would that refresh your recollection?

Could be. It could be, sir. )

And that union that Mr. Natale was
associated with is, in fact, the same one
that Mr. Albert Daidone is presently asso-
ciated with ~-

Yes, sir.

Do you know that?

Yes, sir.




By the way, of your own knowledge, do you
have any knowledge of why the union changed
from Local 170 to Local 33?
Ne, I wouldn't know, sir. I have no know-
ledge.

No, over the course of the years -- well,
again, if I may go back, how would you de-
scribe your relationship with Ralph Natale?

He was a friend of mine, sir.

wWell, again, could you characterize that for
us? 1Is he a good friend, best friends, wha-
t?

He's a friend, sir. I know him for vyears.
He's a bartender. I know him when he worked
as a bartender, fifteen, twenty years. He's
a friend. -

Wwell, during the time that you were aware of
Mr. Natale being a union official, were you
aware whether Mr. Natale's union had the be-
nefit of a dental plan?

No, I wouldn't know that, sir.

Well, did you ever hear of N.A.D.P., more
particularly, North American Dental Plan, in
association with Mr. Natale's union?

I never heard it until you told me, sir, the
name.

Well, Mr. Martorano, you were aware, were
you not, that, amongst other sources, Mr.
Natale was deriving income f£from Lawrence
smith via Mr. Smith's dental ventures, were
you not?

No, I don't know that, sir. No, sir.

You never discussed anything like that with
Ralph Natale? ‘

No, sir. 1It's none of my business.

Wwell, again, I don't ask whether you char-
acterize it as your business or not, only
whether you did or did not.,

No, I didn't, sir.

S
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SCI's Rittenhouse Audit

The key question in the Commission's probe of the South Jersey
dental plan scheme was: What happened to the more than $150,000 in
unexplained cash that Larry Smith churned through his Rittenhouse
consulting company in 1978? The mystery was exposed by the SCI's
accounting staff after many months of scrutinizing the personal and
corporate books and records of those involved in the scheme --
particularly the Rittenhouse records.

To lay the foundation for the later appearances of Smith and
his bookkeeper as public hearing witnesses, the Commission ques-
tioned Frank J. Zanino, its senior investigative accountant, who
held that same position during his previous employment with the
U.S. Internal Revenue Service. Before he began his 30 years in the
investigative accounting profession, Zanino obtained a degree in
business administration at St. John's University, where he majored
in accounting.

Zanino accompanied his testimony with various charts to
clarify his commentary and to provide a standing reference for
later discussions of the complicated money flow that the
Rittenhouse dental plan operations generated. Zanino's testimony:

Q. Mr. Zanino, in the course of your duties as
an investigative accountant assigned to the
State Commission of Investigation, did you
have an occasion whereby you were assigned
the task of investigating, at least in part,
the health-care investigation that the
S.C.I., 1is currently conducting these he-
arings on?

A, Yes, sir.

Q. And more particularly, during the course of
your investigative work, were you assigned
to doing investigative accounting analyses
of corporations, to wit, N.A.D.P., North Am-
erican Dental Plan, Rittenhouse Consulting
Enterprises, Inc,?

A. As to the first named corporation, very lit-
tle, As to the second named corporation,
Rittenhouse Consulting Enterprises, Incor-
porated, I did a detailed analysis of their
receipts and expenditures for the calendar
year 1978.

Q. And upon what, if anything, were those anal-~
yses based?

A. They were based on books; records, bank
statements, <cancelled checks and other
financial data supplied by Rittenhouse
Corporation in answer to subpoenas served by
this Commission.
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all right. Now, Mr. Zanino, directing your
attention to the chart,* which has been
previously marked Commission Exhibit C-4, as
a result of the data that you obtained
pursuant to the subpoenas, did you have an
occasion to direct the compilation of this
chart?

Yes, sir, I did.

Just in general terms, what does this chart
depict?

This chart depicts the total amount of
moneys received by Rittenhouse Consulting
Enterprises, Incorporated, from all sources,
both income, loans and any other source that
may have generated money into the business.

THE CHAIRMAN: For what period of time?

THE WITNESS: During the course of the
calendar year 1978, sir.

MR. RHOADS:

Now, in more particularity, I'l1l direct your
attention to what I will call the first
block, 1left-hand upper portion of this
diagram, and it reads "consulting," then off
to the left, "N.A.D.P., TRP, Inc. Directing
your attention to "N.A.D.P.," what does that
stand for?

N.A.D.P. stands for North American Dental
Plan.

TRP, Inc.?

TRP, Inc., 1is a corporate name for a
trucking and warehousing firm out of state,

Did Mr. Smith have anything at all to do
with that, Lawrence Smith?

His firm, Rittenhouse Consulting, acted in
the capacity of consultant to the Eirm TRP,
Incorporated, and for such services received
monthly income.

*See Chart, P. 58
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INCOME
CONSULTING
{ N.A.D.P. $207,096
TRP, INC. 76,713
ADMINISTRATING ,
Local 830 67,031
Local 286 72,451 TOTAL
Local 170 82,335 $514,126
Local 1034 3,500 .
MISCELLANEOUS
S.A.I. 5,000 | ,
OTHER RECEIPTS
Fidelity B.&T., Co. 104,000 TOTAL
Exchanges 13,487 117,487

DISPOSITION
OF RECEIPTS

RITTENHOUSE
CHECKING
$608,813

TOTAL GROSS
RECEIPTS
$63l,613

RITTENHOUSE
'SAVINGS
22,800




A,

Q.

Now, Mr. Zanino, reading off to the right,
N.A.D.P., there's a figure $207,096. What

does that represent?

That repreéents the total sum of consulting
income that ‘Rittenhouse received from the
dental plan during the course of 1978.

Well, then, am I correct, then, in stating
that this is income derived as a result of
Rittenhouse's venture as a consultant to
North American Dental Plans?

That's correct, sir.

and, again, TRP, Inc., $76,713. - What does
that represent? .

That represents Rittenhouse income acting as
consultant for TRP, Incorporated, for the

entire year '78.

Now, reading down, the next block, which
would be the middle block of the upper por-
tion of the diagram, it reads, "Adminis-
trating," and it lists various locals; 830,
286, 170, 1034. Before we go into any fig-
ures, what does this diagram mean when it
says "Administrating" with the locals listed
underneath it?

The books and records of Rittenhouse Con-
sulting Enterprises, Incorporated, broke
their receipts down into basically these two
categories. The second category termed
"Administrating," we were led to understand,
meant performing clerical work and other
ministerial duties for the respective
locals, particularly in reference to their
health and welfare plan, their pension plan,
their severance plan, and in one or two of
them also supplied some form of data pro-
cessing service.

All right. Mr. Zanino, then, am I correct
in stating that the work Rittenhouse Con-
sulting Enterprises, Inc., is performing for
these various locals is independent of the
work it performed at N.A.D.P. wherein they
got paid $207,0007?

That is correct, sir.
In reading down, you have ' a miscellaneous

figure with S.A.I. Would you explain what
those initials stand for? ’ _
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S.A.I. is the abbreviation for a corporation
ca%led Specialized Assurance, Incorported.
This cqrporation is related to Rittenhouse
Consulting Enterprises, Incorporated, and on
an annual basis draws a check payable to
Rittenhouse Consulting Enterprises for cler-
ical work done on behalf of S.A.I. by em-
ployees who are normally on the Rittenhouse
payroll.

All_right. What we will continue to charac~-
terize, then, as S.A.I., again is indepen-
dent of N.A.D.P., is it not?

That is right, sir.

Now, looking further down, it reads, "Other

Receipts, Fidelity," I assume, Bank and
Trust, and "Exchanges." Sticking with
Fidelity, reading across, $104,000. What

exacFly is that income to Rittenhouse?

In the latter part of 1978, I believe in
November of. 1978, Rittenhouse obtained a
working capital loan from the Fidelity Bank
and Trust Company in a total amount of
$l§0,000. At that particular point they
still Qwed the bank 46,000, so they received
a credit of $104,000 in the corporate check-
ing account,

Now,.sér, you have a total, and the total
receipts, total gross receipts I should
say, are $631,613. Is that so? '

That is correct, sir.

Now, dogs that constitute, this figure that
I have just alluded to, does that constitute
the gross receipts for Rittenhouse for the
year 19787

That is correct, sir.

Now, regding across, you have "Disposition
of.Recelst." .Receipts, of course, I take
to mean disposition of the gross income. 1Is
that so?

That is the disposition of gross income and
othsrd mgnliij from other sources as repre-
sente y e lower box with a total f
$117,487. °
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Zanino testified that only Larry Smith,
Rittenhouse, and his secretary, Libby Kolman, were authorized to
write checks or withdraw savings from Rittenhouse®s accounts.
then went on to explain the disposition of the $631,000 in Ritten-
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Reading across, it says, "Rittenhouse Check-
ing, $608,813". Now, what exactly does that
signify?

That indicates that during the course of the
twelve months in 1978 a total of $608,813
was deposited in the checking account for
the corporation; Rittenhouse  Consulting
Enterprises.

And directly below that on the chart,
"Rittenhouse Savings." Again, would vyou
explain what that is?

The Rittenhouse Consulting Enterprises,
Incorporated, maintained a savings account
as well as a corpcrate business account.
The $22,800 represents the total amount of
deposits put in the account during the cal-
endar year 1978,

house receipts for 1978:

Q.

Now, with regard again now to the overall
chart, excuse me, we're left with Ritten-
house checking, wherein this amount is de~-
posited, and the savings account. As a re-
sult of arriving at those figures during the
course of your investigation, did you then
go on to determine the further disposition
of those amounts?

Yes, sir.

Again, along those lines, did you have an
occasion to comprise a chart much like this
one?

Yes, sir, we composed a very similar type
chart disclosing the disposition of the
funds $631,613.

For the record, this has been marked CS-5%*
for identification. Again, for the record,
it is "1978 Rittenhouse Application of Funds
Received." So, again, we are confining our-
selves to the calendar year 1978.

*See Chart, P. 62

the president of
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1978 RITTENHOUSE

APPLICATION OF FUNDS RECEIVED

‘CORPORATE OPERATIONS

$181,077

Total
Receipts
$631,613 FEDERAL AND STATE TAXES

29,000

Salary (Net)

$162,314

Cashed Checks
Charged to Operations

TOTAL TO LARRY SMITH:
13,200 \ 421,536

Loans & Exchanges

246,022
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Now, Mr. Zanino, I will direct your atten-
tion to the left-hand portion of the chart,
which I will characterize as the beginning
of the chart, and it reads, "Total Reneipts
$§631,613." What amount does that signify?

That is the same amount as we had on the
first chart, and it indicates the total
amount of monies received during the cal-
endar year 1978 by Rittenhouse Consulting
Enterprises, Incorporated.

Qkay. Just for continuity, then, that
signifies the checking acceunt amount and
the savings account amount?

Yes, sir.

Now, you have spun off from this amount
various labels with amounts on them, and
I'll start from the top. We have "Corporate
Operations," and just sticking with that
term for a moment, will you explain to us
what that means?

"Corporate Operations" indicates expend-~
itures on behalf of the corporation for
operating expenses, such as rent, light,
heat, power, telephone, office salaries,
office supplies, miscellaneous expenses,
travel and entertainment expenses, anything
that was spent relative to the operation of
the corporation in a given period, namely
1978.

Mr. Zanino, how much, in fact, was spent by
Rittenhouse during that calendar year?

During the calendar year 1978 Rittenhouse
spent for corporate operations, other than
executive salary and Federal and state
taxes, $181,077.

Now, dropping down to the next line, we have
Federal and state taxes. Now, that seems
explanatory to me. That's his tax return.
Is that right?

That is the corporate return paid to the
Federal Government and, also, the State of
New Jersey on the corporate business tax
return.

And that amount is?

R
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$29,000.

Going down, I read, "Salary (net)," and what
does this refer to?

That refers to Mr. Smith's total salary of
$192,000 less the various payroll deductions
for Federal state withholding tax,
disability insurance, and social security
payments, so that the net of the 192 drops
to $162,314 in cash, in cash being the total
amount of the checks.

Sir, I just wanted to ask you one question
with respect to the salary. Is this salary
to depict the salary that went to Mr. Smith
as an individual or is this the payroll for
Rittenhouse?

That is merely the salary for Mr., Smith, the
executive officer of Rittenhouse Consulting
Enterprises, Incorporated, in 1978.

Fine., Now, dropping down, it reads, "Cashed
checks charged to operations.” What do
those terms mean?

During the course of the analysis of the
cash disbursement records of the
corporation, there were several checks drawn
payable to cash, and Mr. Smith was the
recipient of the cash of $13,200.

And again going down, the last term you have
is "Loans and Exchianges," a figure reading
across 1is $246,022. What does “Loans and
Exchanges" mean?

Loans and exchanges is an account maintained
in the normal course of business by an
accountant or a bookkeeper for any specific
business, and it reflects monies that were
borrowed from the specific entity by any,
any third-party; that 1is, other than the
corporation itself.

In the instant case, the analysis of the
loans and exchanges account indicated that,
during the course of 1978, Mr. Smith
personally borrowed from the corporation
$246,022,

Okay. Now, reading across from these three,
last three bracketed items that we just
discussed, there appears to be a grand
total, 421,536, What exactly does that
mean?
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That total, $421,536, indicates the total
amount of monies that Mr. Smith got from
Rittenhouse Consulting Enterprises, Incor-
porated, during the course of 1978.

All right. Well, then;, am I correct 1in
stating it this way: That in 1978, thus far
we find that Larry Smith has available to
him, and did have available to him, this
amount of money during the course of that
calendar year?

That is right, sir.

THE CHAIRMAN: That salary figure of
162,314, was that salary solely to Mr.
Smith?

THE WITNESS: That is right, Commissioner.

THE CHAIRMAN: And the 421,536; when you say
it was available to Mr. Smith, do you mean
that he actually received it?

THE WITNESS: The $421,536 represents monies
that went directly to Mr. Smith personally
and in some instances to third parties such
as vendors of various personal items where
Mr. Smith was the beneficiary of the ser-
vices or the items.

THE CHAIRMAN: Then he received in hand, or
took from the company, in one form orv
another, 421,536 in that year?

TI.E WITNESS: Yes, sir.

MR. RHOADS: May I have the next chart,*
please.

Now, for continuity sake, we're left with a
figure of 421,536 enuring in some fashion to
the benefit of Larry Smith. Is that somehow
depicted here?

Yes, sir. It's the first bracketed section
of the particular chart in front of you,
which reads, "1978 Larry Smith, Funds Avail-
able,"

*See Chart, P. 66
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1978 LARRY SMITH
FUNDS AVAILABLE

RITTENHOUSE
Salary $162,314
Loans_& Exchanges 246,022 $421,536
Corporate Expenses l3,200ﬁ~ '
SPECIALIZED
I
w0 Salary 23,827
'] \
1 Loans & Exchanges 85,101 108,928
PERSONAL FUNDS $836,239
Fidelity Bank 43,333 ' |

Friendly Bank | sz,ooo—ﬁ\\\\\\\ 283,321

Savings Certificates 187,988

MISCELLANEOUS
Sale of House 11,265 '

TSN~ 22,454
Unidentified 11,189 ___—— ~
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Now, I won't belabor this. Droppirng down,
we have "Specialized,” and it reads,;
"Salary, Ioans & Exchanges," What's the
significance of Specialized, if any?

As I testified before, Specialized actually
stands for the corporation known as Special-
ized Assurance, Incorporated. Again, Mr.
Smith is the sole stockholder of ‘that parti-
cular corporation., He received a salary
from that corporation in the amount of
$25,000 during the course of the calendar
year 1978. The figure depicted of $23,827
is the net salary he received after the pay-
roll deductions mentioned relative to
Rittenhouse; primarily Federal and state
withholding tax, social security tax, dis-—
ability.

Fine. As we said for the Rittenhouse money,
the same could be said for the Specialized
money, that is the $108,928 in some fashion
enures to the benefit of Mr. Smith in '78;
isn't that so?

That is correct, sir.

Dropping down, we have "Personal Funds,
Fidelity Bank, Friendly Bank, Savings Certi-
ficates." Just explain those briefly,
Please?

In addition to the corporate bank accounts,
Mr. Smith maintained personal checking
accounts and personal savings accounts 1in
the two named banks, and, also, was the
owner of bank savings certificates drawn
against the Philadelphia Bank and Trust
Company.

What's the bottom figure coming out of these
personal funds?

The total amount of monies coming out of his
personal funds was: $283,321.

Now, the last area that we have marked on
this chart reads, "Miscellaneous, Sale of
House," which again to me is self-~explan-
atory $11,265. That's proceeds he derived,
I assume, from the sale of property he
owned. Is that so?

e ks
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I cannot say that he owned the property,
My: Rhoads. All I know is that on a spe-
cific date there was a deposit in Mr.
Smith's personal bank account in the amount
of $11,265. The source of that money was a
check which indicated that it was the pPro-
ceeds from the sale of a house.

All right. Now, Mr, Zanino, then, for 1978
whag was the grand total amount of funds
available to Mr. Smith?

Mr. Smith had available to himself for per-
sonal use during the course of 1978 a total
of $836,239.

Now, with regard to this figure of the funds
that were available to Mr. Smith, did this
cause yowp.then, to go further on to deter-
mln?7g§e disposition, if any, of those funds
in ?

Yes, sir, it d4id.

And, again, did that cause you to have a
chart made up much like this one?

Yes, sir, as a result of our analysis we
prepared a chart showing the disposition of
funds. " ' ‘

MR. RHOADS: May I have CS-7.

Mr. Zanino, for the record, we are now re-
ferylpg to what's been marked Commission
Exhibit 7,* and would you just tell us how
you would label this chart? What does it
depict, in general terms?

That chart depicts the disposition or use
that Mr. Smith made of the $836,239 that we
had ascertained were available to him from
all sources during the course of '78.

Starting at the top, on the depositories
reads, ‘"Realty Transaction: $§57,612." Was
that for the purchase of some property or
what-have~you that Mr. Smith made in that
year?

That is right, sir.

*See Chart, P. g9
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19738 LARRY SMITH

FUNDS AVAILABLE AND UTILIZED

/

- Realty Transaction $ 57,612
Acquisition of Saving Certificates 322,843
//Acquisition of Bank Checks 16,429

Vendors $141,000

PAYMENTS TO Related Corps.
THIRD PARTIES ~"Related Individuals

$836,239

~Untraced Vendors

89,708
3,750 250,553
16,085 '

N

Federal

30,564

‘\\

\\\\\\PERSONAL TAXES "

34,948

N,
4,384 ~

T State of N J

UNEXPLAINED CASH ON HAND

153,854
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Dropping down, "Acquisition of Savings
Certificates, $322,843." Would you Ijust

explain what kind of savings certificates
are we talking about here?

Ti.nge are Primarily short-term certificates
of deposit, which Mr.  Smith had acquired
from the Fidelity Bank and Trust Company.
During the course of 1978 he purchased
$322,843 worth of certificates. Part of the
funds used to acquire these certificates re-
sulted from the maturity of some short --
other funds, and, in essence, he could con-
ceivably unave said to have rolled them over.

On the first chart we showed that he had
available to himself from savings certi-
ficates approximately £150,000. fThat, plus
the difference to 322,000 represents savings
certificates that Mr, Smith acquired jointly
in his name and his wife's name during '78.

Now, you have -—- well, strike that for a
moment.  You used the ternm "rolling over."
What does that niean?

When the savings certificate matured, he had
an option of taking the proceeds, which
would actually be his cost price, plus the
accrued interest, in the form of a check or
he could go out and buy a new certificate
for the total amount of principals and
accrued interest.

Thank you,

Now, you have "Acquisition of Bank Checks,."
I assume there's g3 difference between a bank
check and a savings certificate?

Yes, sir.

What ig it»

A bank check merely represcents a check drawn
on the bank which has been acquired pri-
marily for cash by an individual and made

out to a vendor or a payee of the indi-
vidual's choice.

And what amount was that for '7g7
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During the course of '78, we were able to
ascertain that Mr. Smith personally or was
responsible fecr the purchase of $16,429
worth of bank checks from the Fidelity Bank
and Trust Company.

Now, reading down, "payments to Third
parties," we have four different are¢as.
I'11l start with the top. It reads, "Ven-
dors, $141,000.™ Just briefly, what vendors

are we talking about?

puring the course of 1978, Mr. Smith had
some improvements done to his home. What we
represent as vendors are prmarily con-
tractors that worked on renovations to the
home, and decorating companies, furniture
companies which helped refurbish it.

The next area 1s "Related Corporations,
$89,708." Are they corporations owned by
Mr. Smith or what-have-you? What are they?

Again, these corporations are corporations
wherein the records disclosed that Mr. Smith
is the sole stockholder. Our analysis of
the disbursements made by Rittenhouse Con-
sulting and Specialized Assurance indicated
that certain monies that were charged or
that were Mr. Smith's responsibility went
back into the corporations, primarily
Rittenhouse Consulting BEnterprises, Spe-
cialized Assurance, Bastern States Casualty
Agency, Incorporated, and Drew Insurance
Company .

Reading down, "Related Individuals, $3750."
That's sister, brother, mother, whatever.
Is that what that means?

Primarily, his brother received the #§3750
from Rittenhouse and Mr. Smith assumed re-
sponsihility for it.

a1l right. Now, you have vendors again, and
you have it characterized as "Untraced Ven-
dors." What does that mean?

Unt.aced vendors with the amount of $16,095
representys payees of checks which we were
unsuccessfui in actually obtaining, again
because of the quality of £ilm or the
records just weren't available. But the
$16,095 war upent.

o A
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Dropping down, "Personal Taxes."

During that year 1978 Mr. Smith paid $30,564
in personal taxes and that was primarily for
taxes due to the Federal Government and the

State of New Jersey for the calendar year
1977.

For '777?

For 1977, yes, sir.

And likewise for the State of New Jersey?
Yes, sir.

Paid in '78 for '77?

Paid in '78 for '77. They were amounts due.
Now, £from this area that we have Just
alluded to on up, and that would be the per-
sonal taxes through realty transactions,
these are based upon documents furnished to
the State Commission of Investigation by
Larry Smith and Rittenhouse. Is that so?

By Larry Smith, by Rittenhouse, and, also,
by the banks which -- in which he maintained

the accounts, but primarily from the Ritten-
house and Mr. Smith's personal records.

The $150,000 Question

The Commission's accountants had traced all of the $836,239 in
currency generated by and available to Smith during 1978 -~

except

for §$153,854. This unexplained sum was

Accountant Zanino's next topic:

Q.

All right. Now, @quite obviously, that does
not account for the entire $836,239 that
Mr. Smith had available in 1978, and how
much does that, in fact, leave unexplained?

As indicated by the bottom line, that does
not account for $153,854.

Now, with regard to this bottom figure, the
unexplained cash of Mr. Smith for '78, did
you, in fact, in some way detail that in
more full fashion?

Investigative
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Just =-- yes, sir, Just like any of the
other charts that we had prepared, we pre-
pared a chart indicating the total amount of
cash that was generated by Mr. Smith during
the course of 1978 and attempted to account
for it in expenditures, deposits in bank
accounts, et cetera.

MR. RHOADS: All right. May I have the next
exhibit?

For the record, this is Commission Exhibit
8,* and it reads, "1978, Larry Smith, Cur-
rency Generated and Utilized."

Now, Mr. Zanino, 1s this a more fully de-
tailed, I suppose, graphic explanation of
the utilization by Mr. Smith of this cur-
rency we have been talking about?

Yes, sir, it is.

All right. Now, looking to the upper left-
hand portion of the <chart, it reads,
"Source," and splitting off from that, "Cor-
porate Accounts," below that "pPersonal Ac-
counts."

Now, the corporate accounts, what's the
figure for that?

$170,365.
Personal accounts?
$158,499.

Now, I read the total of 328,774. Would you
explain to the Commission, what's the signi-
ficance of that figure?

The figure $328,774 represents the total
amount of currency that Mr. Smith had avail-
able or had generated between January 1 and
December 31, 1978, from all sources, both
corporate and personal accounts.

*See Chart, P. 74

TR
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1978 LARRY SMITH

CURRENCY GENERATED AND UTILIZED

CCRPORATE ACCOUNTS $170, 365
SOURCE \\\\ $328,774
““—_ PERSONAL ACCOUNTS 158,409 _~
PERSONAL
ACCOUNTS
DEPOSITS // —\\ 141,124
CORPORATE
ACCOUNTS
UTILIZED =174,9320

FCB- &To ! CO-
OFFICIAL CHECKS $16,429
/ CLOSING
EXPENDITURES TITLE-HOUSE 6,000 33,796

FOB‘&T.’ CO.
SAVINGS CERTIFICATES 11,367

UNEXPLAINED CASH $153,854
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Now, dropping down, it reads, "Utilizeqd,"
and again it branches off, We have "De-
posits, Personal Accounts, Corporate Ac-
counts," Now, does this figure of $141,124
represent a portion of this upper amount,
the 300-plus figure that we're talking
about?

Yes, sir, it does.

Now,  personal accounts 1is sclf-cvident.
What corporate accounts are we talking about
here?

Again, we're talking about the four basic
corporations; Rittenhouse Consulting Ente-
rprises, Specialized Assurance, Inco-
rporated, Eastern States Casualty Agency,
and Drew Insurance. These -~

Go ahead.

These accounts were depositories of cash
which was attributed to Mr. Smith as the
source.

All right. Well, then, I'm correct in say-
ing, in part, that Mr. Smith took some of
his money and he put it back into his cor-
porate accounts., Is that so?

Yes, sir.

Dropping down, we have "Cash Expenditures,"
and reading off the top branch, this is
F.B.&T, Is that the same bank we talked
about before?

Yes, sir.
What is that?
It's Fidelity Bank and Trust Company.

It says, "Official Checks, $16,429," I'm not
sure what the term "Official Checks" means.
Would you please explain that?

Again, as I stated before, the inspection of
the records of the bank indicated that dur-
ing the course of 1978 Mr. Smith personally,
or else by direction, acquired checks of the
bank, official bank c¢hecks made payable to
other people, in the amount of $16,429.

A,

Q.

- 76 -

We have "Closing Title-House, $6000," again,
the same bank, "Saving Certificates,
$11,367." And what total is that for 19787

The total of the three figures is $33,796.

And the aggregate amount of the utilized
cash?

$174,920.

And this, I assume, is basic subtraction, is
that so, leaving you with what amount unex-
plained?

Agaip, the unexplained cash as the result of
the investigation indicates, $153,854.

All right. Now, 3just lastly, Mr. Zanino,
this amount is what you're left with as a
result of anylyzing all the books, records,
what-have-you, furnished us by Larry Smith,
Rittenhouse, whatever agencies that we got
as a result of our subpoenas. 1Is that so?

Yes, sir.

As a result of tracing all the expenditures
from the income for Mr. Smith for 1978 —-

and I am characterizing it as income, what I

mean is total cash funds available in *78 --
again, you are left with the figure
$153,854. 1Is that correct?

Yes, sir.

THE CHAIRMAN: When you say are left with
152-plus thousand dollars, you couldn't
account for it?

THE WINESS: No, sir, we could --

THE CHAIRMAN: You couldn't account where it
was, what it was wused for, or anything
else. Is that correct?

THE WITNESS: VYes, sir, that's correct.

THE CHAIRMAN: Despite your efforts using
all the documents at your command, you could
not account for that much money?

THE WITNESS: That's right, Chairman.

THE CHAIRMAN: Where it went to?
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THE WITNESS: Yes, sir.
EXAMINATION BY COMMISSIONER FRANCIS:

Q. Mr. Zanino, just to take it a little differ-
en@ly from what Judge Lane 'says, if Mr.
Smlty were to testify here in this public
hearing and say that he can explainv the
§153,000 because he spent a certain amount
in cash and the purchase of his home, or in
jgwelry, or in buying bricks or lumber for
his home, you, in your analysis, have al-
ready taken that into account, have you not?

A, Yes, sir, we have,

Larry Smith's Aide

. Mrs. Libby B. Kolman, bookkeeper and i i
thtgnhouse Consulting Enterprises, Eld., and %i%g?Zusxfifvffsrvizg
pres%deqt and secretary, testified under a qrant‘of immunity by the
Commission. She reluctantly conceded she had discussed her
forthcoming testimony with Larry Smith, president of Rittenhouse
and a key target of the Commission's search for an expianatidn of
what hqppened to more than $150,000 in unexplained profits‘by smith
from his company's various enterprises, including "adm}nisfration"
oﬁ labor union ﬁeptal plans. Mrs. Kolman and Smith Were the oni
thtenhouge officials authorized to sign company checks and saviﬁ Z
account ylthdrawals. The SCI's investigation had confirmed thgt
she rece}veg a lqrge‘pay increase from Smith -- at about the time
the CommlsSLOn's inquiry began to focus on the prospecﬁs‘that theée
unexp}alned funds ultimately were shared with members "a‘d
associates of organized crime. Mrs. Kolman's testimony follows:n

Q. Mrs. Kolman, there came a time during your
employ, I believe it was between 1978 and

1979, that your salary essential .
isn't that so? Y ntially doubled;

(The witness confers with counsel.)

A, Excuse me. I'm not sure exactl het i
doubled or not. ‘ y whether it

Q. well, is it fair  to say that it was
approximately double? '

A, It's fair to say it increased.
Q. ggcreased significantly, let's say, anywhere
to a hundred percent in that ocalenc
O ary 1o enmires, hat calendar

(The witness confers with counsel.)

i
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THE CHAIRMAN: Mr. Attorney, I think if the
witness has some difficulty with the ques-
tion she has a right to converse with you,
But we don't want you, in effect, testify-
ing, you know.

MR. MANNO: Mr. Chairman, I don't know what-
ever gave you the idea that I was, in ef-
fect, testifying. I'm simply consulting
with my client.

THE CHAIRMAN: All right. Well, be sure yolu
don't. Go ahead sir.

I don't want to belabor the point. Between
50 and a hundred percent that your salary
increased in that time frame?

I honestly, honestly don't remember if it's
between 50 and a hundred percent. It did
significantly increase, but I can't fact-
ually state it increased between 50 and a
hundred percent.

All right. Living with that answer, Wwas
there any correspondingly significant in-
crease in your duties within Rittenhocuse?

No, not really, no.

Did there come a time when you, as an em=
ployee of Rittenhouse, became aware that the
State Commission of Investigation was, in
fact, investigating Rittenhouse Consulting
Enterprises?

There came a -- I'm sorry. Could you ask --

Sure. I'm asking you simply this: Did
there ever come a time during the course of
your employment with Rittenhouse Consulting
Enterprises that you, as an individual, be-
came aware that the New Jersey State Com~
mission of Investigation was, in fact, in-
terested in reviewing documents belonging to
the corporation Rittenhouse Consulting
Enterprises?

Yes.
And when was that?
1 honestly can't tell you when it was. I

don't remember what month or what year I be-
came aware of the investigation.




Q Well, I'll put it a different way. Did it
correspond in any way at all in time frame
with the time that you got the significant
salary increase?

(The witness confers with counsel.)

A, Excuse me, sir. I didn't make any correla-
tion as to the times of the increase in my
salary and the awareness of the investiga-
tion of Rittenhouse Consulting.

0. No, I'm not suggesting that you're making
it., I'm asking you. I'm asking yeu to make
it. Is there such a correlation or 'isn't
there? '

a, If you're asking me at this moment in time
is there a correlation, I don't believe so,
no.

THE CHAIRMAN: Well, tell us when you last
received a raise, please, to the best of
your recollection?

THE WITNESS: To the best of my recol-
lection, I believe it was the 1st of
January, 1980.

Mrs. Kolman next stated that she and Smith, by whom she had
been employed at Rittenhouse for about eight years, were the only
company officers &iathorized to sign withdrawals £rom Rittenhouse
checking and savings accounts. However, she contended her know-
ledge of Rittenhouse's business transactions was minimal:

Q. Now, 1f you will, could you briefly explain
to the Commission, what is the function of
Rittenhouse Consulting Enterprises?

A, They are a consulting firm that does cler-
ical duties for certain clients, which in-
clude computerized clerical information.

Q. All right. Well we're interested, at least,
on expounding on the consulting aspect of
Rittenhouse., What is it that one would con-
sult with Rittenhouse over, if, in fact,
anyone does? '

(The witness confers with counsel.)
A, I am not party to the consulting aspect of

the business and I don't know exactly what
consulting lu donc.,
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Now, you had mentioned, also, that Ritten-
house does administrative work. You charac-
terize it as, I believe; clerical work in
some fashion. For whom do they do that?

terrupted their discussion:

THE CHAIRMAN: Mr. Attorney, that's a very
simple fact question, Why would you have to
confer (or) initiate a confiurence with your
client on that?

MR. MANNO: Well, Mr. Chairman, the reason
why I feel it appropriate to consult with my
client is really not a matter that I choose
to answer before this Commission today.
What goes on between my client and myself is
privileged material, and I can't really tell
you that.

THE CHAIRMAN: Well, I'm telling you that
you're here £or the purpose of ¢onferring
with her on any legal difficulty or any mis-
understanding. But you're not here to
supply her with facts. We're asking her for
facts. We're not interested in you. If we
wanted you, we would have put you on the
stand.

MR. MANNO: Mr. Commissioncr, vou don't know
what I said to my client and I resent the
fact —-

THE CHAIRMAN: I don't want you initiating.
If she wants to confer with vyou, let her
initiate the inquiry. I don't want you to
be initiating it and telling her what to
say. I've said that three times and I mean
it.

MR, MANNO: Well, Mr. Chairman,; I have said
before, and I will say it again, I am not
telling this witness whal. to say. But with-
in my duties and my responsibilitices as an
officer of the court and an attorney-at-law,
I must advige my cient appropriately.

COMMISSIONER KADEN: I think we should stop
being so cute, Mr. Manno. This witness
appears here with immunity, and let me -just
say as one member of this Commission, having
listened to her for twenty minutes, that I
consider her responsces so far to he very

Kolman's frequent consultations
counsel, Donald F. Manno, took place. Chairman Lane in-

g
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The Commission questioned Mrs.
whether she had di
with Smith:
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close to the border of evasion and I think

you, as her counsel, ought to keep that in
mind as she continues.

Second, after three warnings from the Chair-
man you persist in conferring with her over
every dquestion that relates to a factual
response from her. It seems to me that this
record will show, and every one of the mem-
pers of this Commission who has watched you
1s well aware that you have coached this
witness on every single question asked of
hgr. That is not appropriate to your posi-
tion here today, and I think your cute
responses to the Chairman are also inappro-
priate. I think you ought to think care-
fully about them as the hearing proceeds.

MR. MANNO: I don't deem it appropriate to
respond to that.

COMMISSIONER KADEN: Let me say, Mr. Manno,
tpat you appear here as a member of the bar
with responsibilities to this Commission,
and the powers that this Commission has
against your witness apply also to you,
Now, if necessary, we won't hesitate to call
you before this Commission and let you
testitfy. But so long as your client is
testifying, we expect Her to testify, not
you. We expect them to be her recollections
and not yours.

MR. MANNO: I understand that.

COMMISSIONER FRANCIS: Let me ask you this
bgfore Mr. Rhoads asks another question:
Miss Kolmanﬂ have you, between your last
appearance 1n private session and today,
conferred with Mr. Smith about your testi-
mony before the S.C.I.7?

THE WITNESS: I have discussed with Mr.
Smith that I am going to appear today. I
have in that respect conferred with Mr.
Smith.

COMMISSIONER FRANCIS: Did you talk to him
about the nature of your testimony?

THE WI'PNESS: ixcuse me, ploase.

Kolman at this juncturc about
scussed her prospective public hearing testimony
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(Witness conferring with counsel.)

ittt

COMMISSIONER FRANCIS: Having conferred with COMMISSIONER FRANCIS: Did you discuss with

. ur answer Mr. Smith that you would be asked about

giggzz%' swhoyen shveom O ' , cashing checks féi him and giving him cash,
) : or anything along that line?
) TNESS: Yes I did speak with Mr. ;

gggthwagmizierence Eo these hggrings and to ! . THE WITNESS: ‘As those_were questions asked
the subject matters that I was asked to ’ : of me in previous testimony, they were sub-
testify on and we did discuss them. I was : | jects that I was aware of.
-- we, we just =-- he told me to, you know,

answer to the best of my ability and the

COMMISSIONER FRANCIS: And, therefore, you
best of my recollection and truthfully.

discussed that with Mr. Smith?

s s e R

COMMISSIONER FRANCIS: My question was only
whether you conferred and you told me you
have conferred with Mr. Smith?

THE WITNESS: The procedures of my book-
keeping, yes.

e o i,

‘ Commission counsel pressed the witness for more details of her
THE WITNESS: VYes, we did. ; j knowledge of Rittenhouse's consulting business:

COMMISSIONER FRANCIS: About the substance % BY MR. RHOADS:
of your testimony here today? : f

Q. Mrs. Kolman, I ask again, what clients, if

THE WITNESS: I'm not sure I quite under- : { any, did Rittenhouse have with respect to
stand the substance of your testimony today. j ; the clerical supervision aspect of Ritten-
| house?

COMMISSIONER FRANCIS: About what you were

\ . A, One client would be Local 33, Health and
going to say: : Welfare Plan.

) : About what I'm going -- I
ggg'fﬁgﬁi?imat I'm going to saygtntil I say ] Q. Well, would it refresh your recollection if
it. I'm sorry. Maybe I misunderstood you. ¢ I were to.te}l you that you testified before
the Commission on May 1lst, 1980, and you
COMMISSIONER FRANCIS: Did you confer with were asked the question with regard to
Mr. Smith about what, in general, your ; clients, this is I~94, 12ferring tq lines 13
testimony would be before the Commission through 14, you listed ~- or strike that.
today? The question was, "Were some of the groups
Local 54." Does that refresh your recol-
THE WITNESS: No, I didn't discuss what my lection as to clients of Rittenhouse, at
testimony would be, what I would say on , least, in that time frame, 1978?
this, as a witness right now. We did dis- |
cuss the subjects that I thought would be i A, The names that you have mentioned have been
pertinent to this investigation. ' ! or are clients of Rittenhouse, yes.
COMMISSIONER FRANCIS: And what subject was o : Q. All right. Well, is it that, then, that
that? _ 7 Rittenhouse at leasq serygd as an adminis-
z , trator to various unions within their health
THE WITNESS: Excuse me. L and welfare funds?
(The witness confers with counsel.) i A, I persopa}ly do not consider the corpora;ion
an administrator. We perform a clerical
TH 1SS: The subject that we discussed and ministerial functions, but we have no
52? ﬁﬂgﬂistioned whyJI was here, as to the powers over the phones with ~-

bookkeeping aspects of the company.

§ THE CHAIRMAN: You did perform those func-
; ’ tions for those locals who have just been
. ‘ enumerated?
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THE WITNESS: We have clerical and adminis-
trative functions, correct.

Kolman was gquestioned about various withdrawals
authorized from Rittenhouse's accounts:

BY MR. RHOADS:

Q.

A,
Q.
A,
Q.
A.

With respect to your functions within
Rittenhouse, did you have occasions over the
period of time to cash various checks where-
in or whereby the proceeds were turned over
to Mr. Smith?

On occasion, yes.

I am going to show you documents that hgve
been previously marked. This is Commissiqn
Exhibit 3A. If you look at that, 1t pur-
ports to be a copy of a check received from
Fidelity Bank and Trust Company of New
Jersey, the amount of $5000 --

No check.

Strike that. It's a savings withdrawal in
the amount of $5000, dated March 15, 1978.
There's a signature purporting to be that of
Libby Kolman. Is that your signature?

Yes, it is my signature.

And did@ you, in fact, withdraw $5000 from
that account?

Yes, I probably did.

And did you probably give it to Larry Smith?
Possibly.

Do you know what he possibly did with it?
There are many things that we've done with
the cash that such as this withdrawal. I
might have taken this cash and deposited
into other corporate identities.

Well, just for the record, do you have any
clear recollection as you sit here today as
to what you did with the proceeds of that
withdrawal slip?

No, I do not.

R ELREERAL e LT 0 e I T S 4 e
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I'l1l show you what's been marked Commission
Exhibit 3B. This purports to be a copy of a
savings withdrawal on the Fidelity Bank and
Trust Company, dated May 8, 1978, in the
amount of $4500. - There's a signature pur-
porting to be that of Libby Kolman. Is that
your signature?

Yes, I believe so.
And did you withdraw that amount of money?
Yes, I believe so.

And did you give the proceeds of that cash
to Mr. Smith?

I can't definitely testify to that. I can
only reiterate that it possibly could have
-~ it probably could have gone into, into
other corporate identities.

Well, let me put it in a different fashion.
Did you ever have any occasions whereby you
would make withdrawals in, say, amounts such
as $4500 where you personally would just
keep the cash?

Excuse me.
Sure.
(The witness confers with counsel.)

In answer to your question, no, I never per-
sonally kept the cash.

I'1l show you Commission Exhibit 3C, which
lists savings withdrawals in the amounts of
$11,000, and that's dated May, I read it to
be 26, 1978; there's one dated August 21,
1978, in the amount of $7500; November 14,
1978, in the amount of $32,500; December
lst, 1978, in the amount of $25,000, all of
which purport to have the signature of Libby
Kolman., Would you just look at those four
slips and tell me, is that your signature?

Yes, it is.
Now, starting with what would be the largest

withdrawal, $32,500, did you give the pro-~
ceeds of that withdrawal to Mr. Smith?
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I can't honestly say I ~- I don't recall
giving that amount of money to Mr. Smith. I
do know that we did deposit large sums of
money into the =- one of our corporate iden-
tities. Something 1like §55,000 was de-
posited.

Well, if you will, look at each one of those
withdrawals and tell me, do you have any
recollection of giving any of those with-
drawal proceeds to Mr. Smith?

With all the transactions that I handle, I
can't possibly recall any one instance of
any one transaction of actually giving that
to Mr. Smith.

All right. Well, Mrs. Kolman, let me ask it
to you 1in this £fashion then: In the
calendar year of 1978, do you recall just
the incident of giving an amount of cash to
Lawrence Smith that you had withdrawn on his
behalf from a savings account?

Yes, that's possible. Yes, I can.

Well, not if it's possible, Now, I want an
answer. Did you or did you not? We're not
looking for possibilities any more.

Okay. Yes, there were checks drawn out of
the companies for various sums of money, of
which some were given to Mr. Smith in cash,
that he possibly could have deposited to
other accounts or whatever.

Now, can you give the Commission today an
approximate amount of cash proceeds that you
made available to Lawrence Smith as <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>