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Averus Coach, THE SEC KNOWS THAT.

Thesschasclaimedimcivnwn that some $4,000,000 of the fimds
of Fifth Avenue Coach Lines, inc. has been “misappropriated” and
charges “fraud.”

Any reasonable man, reading the scare headfines, might assume that

walked off with the Company's assels,

That is untrue—the agssets are in the Company and are growing. But
you have to dig down into the fine print of the SEC allegations to find
that out. '

Here is the truth about the SEC’s charges, most of which are a rehash
of charges the SEC “forgot” to say have been already discredited by a
New York Supreme Court Referee. ‘

And here are the facts about how SEC harrassinent has “pretected”
Fifth Avenue sharehoiders out of well over a haif million doflars of their
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The $4,000,000

properly carried on the Company’s
books, They belong to the shareholders of F
Avenue Coach, THE SEC KNOWS THAT.

And they are earning income which also be-
longs to the shareholders. THE SEC- KNOWS

Tha't the;e are good investments forthe Com-
pany is not only our opinion. The New York Su-
preme Court Referee heid, on August 29, 1967;

“Fiith Avenue has made diligent use of its

funds for operating purposes and in search-

ing for and making acquisitions.”

The SEC used the stipulation in this Supreme
Court suit in back of its papers. BUT NOWHERE
IN ITS ALLEGATIONS DOES IT REFER T0 THE
FINDING QUOTED,

These are the three transactions referred to:

1. A secured, interest-bearing loan of $1,800,«

000 to American Steel and Pump Corpora-
tion, a company which has a net worth of
more than $7,000,000 and which showed net
eamings after taxes of $1,200,000 on sales
of $33,000,000 in 1966. The interest rate
being peid on this loan is 14 points above
the rate Fifth Avenue Coach is paying on its’
borrowing.
Furthermore, in connection with the same
transaction, Fifth Avenue Coach was able to
purchase a substantial minority interest in an
institution, and that is proving to be a good
dividend paying investment for Fifth Avenue
Coach shareholders, The bank eamed $250,-
000 in the first half of 1967, compared with
$90,000 in the same period a year ago, and
paid its highest dividend in years.

2, A remaining balance of $645,000 outstand-
i'lfmﬂﬂilﬁt notes covering a sale of shares by
Fifth Avenue Coach for $717,000, a sale nec-
essary under banking laws. Ten per cent of
the total already has been repaid; the balance
will be paid shortly with .proceeds from the
resale of these shares, negotiations for which
#re now being concluded.

3. A loan of $1,500,000 to a corporation which_
tself owns some 205,000 shares of the com-
mon stock of Fifth Avenue Coach and whose
Interests therefore parallel those of all other
shareholders.

Other matters in which the SEC has alleged
“misappropriation” include payments made to
the Company's officers and its counsel. Here
are the details on these:

1, The bonus to Edward Krock in 1965 in return

for his loan of his personal funds to the com-
pany at a time when the Citvy nf Nawr Yarl

that out.

New York Supreme Court Referee.

assels.

Any reasonable man, reading the scare headlines, might assume that
somebody walked off with the Company’s assets.

That is untrue—the assets are in the Company and are growing. But
you have to dig down into the fine print of the SEC allegations to find

Here is the truth about the SEC’s charges, most of which are a rehash
of charges the SEC “forgot” to say have been already discredited by a

And here are the facts about how SEC harrassment has “protected”
Fifth Avenue shareholders out of well over a half million dollars of their

“The evidence Indicates that in 1965 the
credit of the Corporation was exhausted
and that attempts had been made to bor-
row money from factors so that the assist.
ance by Krock was both necessary and
upon reasonable terms as it was necessary
to raise funds for the purpose of paying
damage claims arising out of accidents
which had occurred (while Fifth Avenue
was conducting a transit company), wage
and labor claims, and interest ... "

2.The premium to Victor Muscat and Edward

Krock for personal funds they advanced to
Fifth Avenue Coach in September 1966. At
that time the City of New York was refusing to
make any payments against an award the
Company had received for its tangible assets
seized by the City.

About the same time a creditar, who was
owed some $567,000 by a then affiliate of
Fifth Avenue Coach, threatened in court to
seize the affiliate’s principal asset within
a week. Every effort was made to obtain funds,
including a public appeal to shareholders
when they were asked to suggest possible
financing sources to management. There were
no takers.

Mr. Krock and Mr. Muscat then stepped
forward and advanced their own persomal
funds.

Only three weeks later, in September 1966,
commenting on the City's unprecedented at-
tempt at “‘starvation’ of the Company the New
York Court of Appeals, highest court in the
state, held;

on alleged statutory al-
ter the taki on the verge of giv-
ing the amendment of 1962 an unconst

N.Y. 303, 1854; Kahlen v. State of New York,
233 N.Y. 383, 389, 1918), and it is directly
contrary to the representation given to this
court that prompt payment would be made.”
The Court of Appeals finding also is used as
an exhibit in the SEC's suit. BUT HERE AGAIN

THE “ALLEGATIONS" MAKE NO REFERENCE

TO WHAT THE COURT SAID.

3. An agreement was made with Edward Krock
under which he received a premium in retum
for his personal guaranty of funds for the
acquisition by Fifth Avenue of common shares
of Austin, Nichols & Co., Inc. The Austin,
Nichols investment showed a profit of more
than $1,000,000 before the SEC announced
its civil suit on Friday, October 27,

4, The Commission cites fees paid for work done
and a loan advanced to Saxe, Bacon & Bolan
as general counsel. But the total in question

larger fee lost the Company’s suit for fair
compensation covering intangible assets
seized, while Saxe, Bacon & Bolan won that
suit on agfpe;; and w an addl_hon‘al
judgment ,000,000:it is now fighting to
have that amount raised to $24,000,000.
Thomas A. Bolan, a Saxe, Bacon & Bolan
partner who is president and chairman of
Fifth Avenue Coach, receives less than one-
third the salary of previous presidents of the
company. And in the twoyearsthat Mr. Bolan's
firm has supervised the Fifth Avenue Litiga-
tion Department, Fifth Avenue has saved
$191,927.68 in salaries and rent alone, and
has paid out in negligence cases $508,440
less than in the preceding two year period.
-When Mr, Bolan became President of Fifth
earlier this year (after all the transactions
mentionad) he requested representatives of
Arthur Andersen & Co., one of the nation's
largest independent auditing firms, who had
completed an eight-month audit of Fifth's
books, toattmdaﬁordmﬁnﬂm response
to the direct question from the Directors, the
Arthur Andersen representatives on July 17,
1967 advised that they had found no impro-
prieties in any of the Corporation’s transac-
tions and that their comments were addressed
1o centralization of bookkeeping and financial
operations. What the SEC did not disclose is
that the Board immediately designated a certi-
fied public accountant, never before connected
with the Company, as Treasurer, and the Ar-
thur Andersen suggestions have been carried
out under his supervision, The entire SEC
complaint contains not one specific instance
of criticism concerning Mr. Bolan's conduct,
and the SEC never even interviewed Mr. Bolan
concerning the Company’s affairs.

Calling a Tail a Leg

The heart of the SEC case is its claim that our
operating company is really an investment com-
pany, and should be subject to all the extra re-
strictions placed on an investment company.

But we are not an investment company, If the
SEC thinks we are, the law (Section 8 of the
Investment Company Act of 1940) requires the
SEC to notify us to register as such within 30
days. They never have.

Instead the SEC now declares that we look
to them like an investment company, so we
should be prosecuted for fraud for not proceed-
ing under the restrictions governing an invest-
ment company for the past two years.

There is an old riddle that applies to this
kind of reasoning:

Question: If you call a tail a leg, how many
legs has a dog? Answer Fanr—_horanen aalfic

We operate, among other things, two companies
active right here in Metropolitan New York. One
is the Westchester Street Transportation Com-
pany, providing bus service in Westchester
County: the cther is V.I.P. Metered Transporta-
tion Co., whose cars are a familiar sight to many
New Yorkers.

The SEC's “Protection”

Moments after the SEC announcement last Fri-
day, the stock of Austin Nichols plunged—and
Fifth Avenue Coach shareholders lost one-haif
of their $1,000,000-plus profit in that situation.
There can be no doubt that this SEC “protec.
tion" on that day cost Fifth Avenue Coach share-

holders more than half a million doliars,

Not the First Time

Fifth Avenue's 2,300 shareholders have been
subjected to the benefits of such SEC “protec-
tion'" before, When we were fighting in the New
York courts to save our valuable listing on the
New York Stock Exchange, the SEC intervened
against the Company and then applied for sus-
pension of our listing." The shareholders wera
“protected™ out of another.important asset.

Trial by Publicity

The SEC, by news leaks and press release, has
chosen to try its shaky civil suit in the press.
And it has done so at a time when its action
could prejudice our position in important pend-
ing litigation for the additional award from the
City, and thus "'protect” the Company out of
still another asset.

WHAT HAS FIFTH AVENUE COACH
MANAGEMENT ACCOMPLISHED?

1. It has taken a company on the verge of bank-
ruptcy and built it to a position of its sound-
est financial condition in decades.

2. It rejected a low condemnation settlement of
$18,000,000 and financed a long legal battle
that increased that amount to $30,000,000
(plus another $5,000,000 in interest) for the
tangible assets seized by the City.

3, It won a reversal of the lower courts’ decision
and a finding that it must now receive an
award for intangible assets in addition. It has
already obtained a judgment against the City
for $3,000000 covering the intangible assets.
It does not regard this as adequate compen-
sation and is currently fighting for $21,000,-
000 more.

4, During the course of its case against New
York City, the company was saved trom bank-
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The SEC used the stipulation in this
Court suit in back of its papers. BUT ERE
IN ITS ALLEGATIONS DOES IT REFER TO THE
FINDING QUOTED.

These are the three transactions referred to:
1. A secured, interest-bearing loan of $1,800,-
000 ican Steel and Pump Corpora-
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$90,000 in the same period a year ago, and
paid its highest dividend in years,

2. A remaining balance of $645,000 outstand-

against notes covering a sale of shares by
Fifth Avenue Coach for $717,000, a sale nec-
essary under banking laws. Ten per cent of
the total already has been rermd' the balance
will be paid shortly with.proceeds from the
resale of these shares, negotiations for which
sre now being concluded.

3. A loan of $1,500,000 to a corporation which_
itself owns some 205,000 shares of the com-
mon stock of Fifth Avenue Coach and whose
Interests therefore parallel those of all other
shareholders.

Other matters in which the SEC has a!legad
“‘misappropriation” include payments made
the Company’s officers and its counsel. Heru
are the details on these:

1, The bonus to Edward Krock in 1965 i retum
for his loan of his personal funds to the com-
pany at a time when the City of New York
was trying to starve it out and funds were not
availabla from any other source. The faimess
of this recompense is attested by the New York
Supreme Court Referee who found, in his
opinion of August 289, 1967:
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About the same time a crodrtnr who was
owed some $567,000 by a then affiliate of
Fifth Avenue Coach, threatened in court to
seize the aﬂthate's principal asset within
a weel. Every effort was made to obtain funds,
including a public appesal to sharsholders
when they were ashd to suggest possible
financing sources to management. There were
no takers,

Mr. Krock and Mr. Muscat then stepped
M{ and advanced their own personsl

unds

Only three weeks later, in September 1966,
commenting on the City's unprecedented at-
tempt at “'starvation” of the Company the New
York Court of Appeals, highest court in the

d:
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The Court of Ap fi also is used as

an exhibit in the SEC's suit. BUT HERE AGAIN

THE “ALLEGATIONS™ MAKE NO REFERENCE

TO WHAT THE COURT SAID.

3. An agreement was made with Edward Krock
under which he received a premium in retum
tor his personal guaranty of funds for the
acquisition by Fifth Avenue of common shares
of i Ca., Inc. The Austa.
Nichols investment

than $1,000,000 before the S c armouncad
its civil suit on Friday, October 27,

4. The Commission cites fees paid for. work done
and a loan advanced to Saxe, Bacon & Bolan
as general counsel. But the total in question
—even if the loan is included as a fee which
it is mot—amounts to considerably less than
that received by the firm previ ined as
counsel, The SEC's attempt to give this some
sinister significance is particularly incompre-
hensible since the firm which received the

earlier this year (after all the transactions
mentioned) he requested representatives of
Arthur Andersen & Co., one of the nation's
largest independent auditing firms, who had
completed an eight-month audit of Fifth's

to attend 2 Board in response
to the direct question from the the
Arthur Andersen ives on July 17,

to centralization of bookkeeping and financial
operations. What the SEC did not disclose is
that the Board immediately designated a certi-
fied public accountant, never betore connected
with the Company, as Treasurer, and the Ar-
thur Andersen suggestions have been carried
out under his supervision, The entire SEC
complaint contains not one speaﬁc instance
of criticism concerning Mr. Bolan's conduct,
and the SEC never even interviewed Mr. Bolan
concerning the Company’s affairs,

Calling a Tail a Leg

The heart of the SEC case is its claim that our
operating company is really an investment com-
pany, and should be subject to all the extra re-
strictions placed on an investmant campany.

But we are not an investment company. If the
SEC thinks we are, the law (Section 8 of the
Investment Company Act of 1940) requires the
SEC to notify us to register as such within 30
days. They never have.

Instead the SEC now declares that we look
to them like an investment company, so we
should for traud for not proceed-
ing under the restrictions governing an invest-
ment company for the past two years.

There is an old riddle that applies to this
kind of reasoning:

Question: If you call a tail a leg, how many
legs has a dog? Answer: Four—because calling
2 tail a leg doesn’t make it a leg.

Calling Fifth Avenus Coach an investment
company doesn't make it an investment com-
pany. The SEC is belatedly trying to apply rules
to us that simply do not apply to an operating
company. And we are an operating company.

discredited.

back pages.

-I-he SEC civil action is based on distortions and allegations already

Over the years we have had to fight the Mike Quill union, New York
politicians, and a headline-hunting SEC staff. We would have preferred to
present the facts in this ad in Court and not in the public press. But be-
cause of the viciousness of the SEC's public attack, we feel obligated to
the shareholders and the public to set the record straight without delay.

Government charges have a way of being played up on the front
pages of newspapers. Vindications have a way of being buried in the

FIFTH AVENUE COACH LINES, INC.
598 Madison Avemmue, New York, N.Y. 10022

tion" on that day cost Fifth Avenus Coach share-
holders more than half a million dollars,

Not the First Time

Fifth Avenue's 2,300 shareholders have been
subjected to the benefits of such SEC “‘protec-
tion" before. When we were fighting in the New
York courts to save our valuable listing on the
New York Stock Exchange, the SEC intervened
against the Company and then applied for sus-
pension of our' listing.- The shareholders were
“protected™ out of another.important asset.

Trial by Publicity

The SEC, by news leaks and press release, has
chosen to try its shaky civil suit in the press.
And it has done so at a time when its action
could prejudice our position in important pend-
ing litigation for the additional award from the
City, and thus “protect” the Company out of
still another asset.

WHAT HAS FIFTH AVENUE COACH
MANAGEMENT ACCOMPLISHED?

1. It has taken a company on the verge of bank-
ruptcy and built it to a position of its sound-
est financial condition in decades.

2. It rejected a low condemnation settlement of
$18,000,000 and financed a long legal battle
that increased that amount to $30,000,000
(plus another $5,000,000 in interest) for the
tangible assets seized by the City.

3. It won a reversal of the lower courts’ decision
and a finding that it must now receive an
award for intangible assets in addition, It has
already obtained a judgment against the City

$3,0000000 covering the intangible assets,
It does not regard this as adequate compen-
sation and is currently fighting for $21,000,-
000 more.

4. During the course of its case against New
York City, the company was saved from bank-
ruptcy only through the willingness of its offi-
cers to risk their personal assets and supply
additional funds to keep Fifth Avenue Coach
in existence.

5. It provided Fifth Avenue's shareholders with
their first dividend in 12 years, in the form
of 150,000 shares of Gray Line Corp,
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.
M| Of 65% Stake in Gateway Bank
s g« Y tion mn:’d .
h led He noted that
|Victor Muscat and his hulnelz Federal Ilenrv:hhn:um! "tr,:
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sale of its 65 per cent interest| The cent interest in
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; t Corpo
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" A.jthe BS.F. Company. BSF., in|c
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g at ;
least three other Chicago banks.|of Gray Line, sald yesterday L
Howard H. Hackley, generaljthe Gray Line board had au-|..
counsel of the Federal Reserve|thorized the sale of the interest| -
Board, said In a telephone inter-/in Gateway National at a price|;
view, “The board has not issued

or|any order in the matter at all.”| Continued on Page 72, Cobumn 1 p
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Tactics of éghil‘s Firm
Questioned by Judge

By CAROL MATHEWS
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TALKS UNDER WAY |
ON GATEWAY DEAL) —

Continued From Page 63 |} =
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;‘{n ;_’-?'“ of what was paid|Ao3 !
or . -

:He sald Gray Line purchased m“(
26,280 shares at $27.50 a share,[*Aws O
fér a tota! cost of about $722.-|amuisies
700. At the end of last year.!iipcs'
the Bank listed assets of §15.5-1307.
million. srsarteen

iMr. Bolan, noting (hat the ‘aksis
rale was “close to being fin-|3kcn Lt
ished,” sald Federal laws per-|*an Teci
taining to bank ownership “had|%/=es

ng to do with it, In an|Alies €

indirect way." Two separate|iiia's!
Chicago groups are believed tojAtied 10
be negotiating with the Muscat|xis' c.
Interests for the purchass of
the stock.

. Provisions of Aet

‘The Bank Holding Company
Act of 1958 stipulates that m

y that directly or i

rectly controls or owns m
Bares ot "tws o mor

£ of two or more banks
i4 a bank holding company. The
act also stipulates that a bank
holding company cannot have
assels unrelaled to banking.
:Through a complicated net-
work of corporations, the Mus-|
cat |nterests control major in-
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A federal judge questioned today the pr:priety of
a private detectived from Roy Cohn's law firm, Saxe,
Bacon % Bolan, Interviewing jurors aller a trial.

\grests in Chicago's Guaranty

District Judge Mclean raid
all jurles should be protected
from “harassmerd and any at-
tempt to embarrass them.”

The alleged Imprprictics in-
volved the queshoning by Wil
lism Whalen, a privale detee-
tive for Saxe Bacon, of four of
the 12 jurors who found Daniel
Driscoll quiltp of federal income
tax evasion carlier this month.

Driscoll Is a lawyer with the
Saxe, Bacon fhwm.

The hearing today was a re-
sull of accusatlons by the U. S.
Altorney Morgenthau's oflice
that Cohn's law firn had har
assed and intimidated the four
Jwors,

Anked lo Explain

“Can you explain why Whalen
told these jurors that a previous
jury split 6-to8 In the trial of
Driscoll?” asked McLean.

“It is » good way to communl-
cale with jurors,” Thomas
Bolan, a member of Saxe, Bacon,
replied.

Bolan added thal the manner
In which the question of a hung
Jury was presented to a juror
would make the difference be-
tween & possible threat or a
slatement of fact.

,'Thiz would be a preity fine
line, wouldn't it?" McLean com-
mented.

Testimony at the hearing
showed that no one at the Saxe,
Bacon & Bolan firm had author-
fzed the Inlerviewing of the
jurors. John Lang, a lawyer for
the Fifth Av. Coach Co., said
he had asked Whelan to conduct
the interviews,

Former Enploye

Saxe, Bucon Is the law firm
for Fifth Av. Coach and Lang
had heen employed by Saxe,
Bacon from 1962 to July, 1965.

Testimony by the four jurors
Interviewed by the private de-
tecilve ahowed that they had
been asked If they would sizn
a petition.

The nature of the petitlon
was not clear, but Judge Me-
Lean noted that cases In which
affidavits to Impeach a jury's
verdict have been admitted In

court have been “very different | P

from this"
Frank Raichle, a lawyer who
originally defended Driucoll and
whn represented him at the
fiearing today, ald that there
wAs no wrong doimg by his
client amounting to “a breach
of ethics.”
McLean sald all jurics should
Ifrom “harassment

and any aitempt o embarrass
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Comic Book Sex
Cclled Old Story

medla popular with their age

R
That'n the awnesament of

Leonard Darvin, administrator
of the Code Anthority of the
Combcen Magazine Assn.

Durvin sakl In conneetion
with hisx report to the Baso-
clation’s annual meriing at
the Plaza today that comies
berdered on the Vietorian in
thwir approsch lo arx.

Darvin contrasted this with
what ke sald was the lack of
restraint In arcas of profanity,
nudity, narriage and sex hy
compeling  nwdia,

e e e~ - i ™,

Arrest Bronx
Man in 5M

Drug Swindle

U. 5. marshals arresicd a 40-
year-old man today and charged
him with operating a phony
charitable foundation that had
swindled an estimated $5 million
from major drug manufuc-
turers.

Armed with search warranis,
the marshals also entered &
Manhaltan warehouse operaled
by the man, David Roth of 5801
Riverdale Av., The Bronx, and
confiscaled an  estimaled §2
milllon in drugs.

U. S. Atty. Morgenthau said
Roth had been arrested on a
federal Indictment charging him
wih mall fraud. The indictment
also charges Roth with defmud-
ing the Internsl Revenue Serv-
ice by falsely stating that his
foundation was a charity amd
claiming a tax exemption for i,
Anked Donations
Morgenthau sald Roth had re-
resented himsell as Lhe head
of the Soclal Security Founda-
tion of the Philippines and that
he asked drug companies Includ-
ing Merck Sharpe and Dohme
lllld"',."“ live to o .
drugs to help poor people in the
Philippines.

However, Morgenthau said,
Roth actually had sold the drugs
lntth.%nndEwope!uhh
own
.ln:g:'n Tyler fAxed bail at

them ™  The lodee  pveserved

50N and =t a hearing for].

I

Chicage's University National
Bank, as well as Gateway Na-|\den
tional. Ari
It is known that Federal au-{iht
thorities had been delving into|ais
the ownership of the four banks|irs
to determine whelher  iheir|'am
ownership complies with the i
islons of the law. ary

nks were acquired in recent[}
ycars the Muscat interests.|-Av

day bl,c the S.E.C. documented|}¥'
raphically the tieinz of the|,
nks with the Muscat inter-|a«

esis

Deflance Industries, the key-
stone enterprise of the Muscal
network, controls 50 per cént
of Guaranty Bank and Trust
and 1S per cent of Mercantile
National. Fifth Avenue Coach

The
therce. BS.F. also owns 57 per!
cent of the American Steel and
Pump Corporatlon, which owns
A7 per cent of University Na-
tional, B.SF. also directly
owns 8 per cent of Mercantile
1

the
chairman of Guaranty Bank and

Trin'a related development. M
n a rela r.
rged that the SE.C
had given a “dramstic
stration” of the “unfaimess™
its recent suit against Fi
Avenue Coach, Mr. Bolan is the
concern's chairman and presi-
dent, and had previously accused
the S.E.C. of harassment in con-
nection with its actions against
TR ABr c“:,dmmw' denied
.E.C. n

the charge and said he fllr to
see an&' nconsistency with re-
spect o the

tion charging that Fifth Avenue
Coach was being operated ille-
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{U.S. Attorney Says Roy Cohn’s Law Firm
Harassed Jurors Who Found Partner Guilty

Ry a WALL KTRERT JnPRNAL Riaf Reparier

NEW YOI'W - The U.8. Attorney's bifice ac-
cused Roy M. Cohn's Jaw firm of "‘harassment
and inimidation” of jurors who 10 days ago
convicted Danicl J. Driscoll, a partner in the
firm, of wilfu'ly falling to file Federal income-
tax roturns.

Thomas A. Fiolan. also a partner in the firm
aiad o delete 2 sty fur #0 . Duiscuil, denicd
the charge. Federal Judge Edward C. McLean,
at & brief hearing yeslerday, scheduled another
hearing in the maiter for Det. 24.

_'The judge on Saturday had signed an nrder
temporarily restraining Mr. Driscoll or his
representatives {rom interviewing any of the 12
Jurors.

The fudge'e order waa In responsq jo an affl-
davit filed by Albert J. Gaynor, sxscutive as’
sistant U.S. Attorney in the office of U.S. Attor-
ney Robert M. Morgenthau. Mr. Qaynor, whe
had charge of the p tion of Mr. Drisvoll
asserted that Iast week, after the conviction.
two jurors sald they had heen questjoned about
the verdict.

According to Mr. Gaymor, Newton Pearl
raan, a juror, sald he was contscted by Willlam

J. Whelan, an Invesugator for Saxe, Bacon &|.

Bolan, the firm headed by Mr. Cohn. Mr.
Peariman allegedly said Mr. Whelan d tn

ner, told of A cnll from Mr. Whelan, Mr, Gar-
nor sald. Mr. Whelan allegedly msked the-e
questions: "Did you know that Driscoll wa:
previously tried and it resulted in a huns
Jury?" "Did insanity mean anything to you?"
“What did you think of the drferse attornev?

Mr. Gaynor sxid he then talked to a third &
ror, Raaal's Cauba, w9 ngid she had been
Quesubmend By 3 i, Wiwlat

The qurstions allegedly were: “What went
wrong?" “What was held agalnat the delen-
dant?" “Did she know that the previoua furv
was deadlocked six-loaix onm the provious
trial?™ “Would she be willing to sign o
petition?"

“Buch conduct Is grossly improper,” Mr
Gaynor said in his affidavit. *'Jumrs shon'd p-
main free, atier rendering the verdict. frorm
such ha L and int and from
anxwering to anyone for thelr verdiet.”

In an affidzvit In reply, Mr. Bolan said,
“Nothing in law, g ethivs, or morality . . .
prohibits such interviews. . ., . I am Infarmed
by Mr. Whelan that before asking any ques-
tions he first iaquired of the juror ax to wheth-
er he would be willing to answer his questions

“Nothing In Mr. Whelan's questions
¥ b %

interview him “in connection with briefs which
were to be filed on appeal in the ., . matter.”
Two days later, another juror, Oeorge Gur-

r , and
Intimidation,’ ** Mr. Bolan continued.

Howegver, Mr. Bolan ndded  that
“Information sufficlent for defcndant's pur-
poses has already been obtained from the in-
terviews made” and there would be no more
Interviews

Mr. Driscoll wa: charged with failing 1o file
tax retyurna for three yeurs in which he zrossed
$119,000. He pleaded insanity, and tho first of
his twa biali ended In a deadlorked jury un-
able to reach a verdi-L.

Judge McLoei's lemporary restruinlng rr

‘der relerred specifically to Mr. Driscoll; Mr.

Bolan; Mr. Whelan; Frank G. Raichle, a Bul-
falo, N.Y., attorney who also defended Mr.
Driscoll; Baxe, Bacon & Bolan, and theh
agents and employes.
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(‘ontllud From Page 1, Col. § hear argument, but will mwdﬂm L

York Stock E ige. He com
plained that before he was in- the early spring. National

associal
YEstigatin, of wim. Ee xocuwd & O'Shea. Mr. Cohn was Cohn by former

jernment officials who brnchﬁ]&mwr George H. Bender, Re-|columnist, and to

il 'by Chief Judge Sylvester J. youmlt we'll get Roy Cohn
lnmhmwmm.swnernrhm |
,u:euu. Mr. Cohn flled & series A month later Mr. Jaegor-;

LEAKED JURY DATA of motions yesterday. The Gov- man was sald by Mr. Cohn 1o
ernment has two weeks to reply. have given the same informa-
|Judge Dawson will probably not tion cuneernin;} the nlleged Ben-

ourn.l]-Amencm L

the izsues presented in the
iboard of governors of the New ipapers filgd. The case Is not mm‘;‘:"m l.leulmyni;llct‘: 1
to go to trial before join the news department of the *

Lng
premclgomdhapsis o simg B—eieog g it e iy, Do i rgevs)
'stortes in-/bY as A Mr. Cohn's was pro-

z v 2 Jury te in the law firm of Saxe gress in the investigation of Mr. |

Assistant

Government officlals of Insplr- g5i4 1o be still seeking outside United States Attorney Irving
ing the stories. However, he was| counsel to represent him. Younger, “who was assigned lo
unable to name any officials.| In March, 1861, Mr. Cohn said make a case on Cohn by Shen-
| Judge Dawson dismissed Mr. Mr. Sheridan told three mem- dan among other superiors'
'Bldwells motion because he was bers of. the staff of The New| Mr. Cohn also charged that
|un.nhhe’.h:|aj mm:dﬂﬁ |;r!:ru Joun;lﬁ American :L:ntonvu'nt::nmorékuh leaked In-
ever, i given the lateiformai rew

| e e T Washing.

grand jury secrecy. publican of Ohlo, a $100.,000iton Post and other newspapers
| Mr. Cohn was ndicted Sept. bﬂh to quash the United Dyelacross the country. He accused
'4 with Murray E. Gottesman. case. Mr. Cohn noted that his Government officials of encour-
lalso a lawyer, on chargesiname was not mentioned dur-jaging persons involved in the

The Mew Yort Times [0f complicity to prevent the ing the United Dye trial in mn-'Unued Dye case to talk frank-;
ASKES DISMISSAL: Roy |indictment of four men {n ainection with testimony aboutly with reporters ([rom Life|

M. Gohn, who moved in Fed- \stock fraud case wnvolving the|the bribe.

magazine. He said “prejudicial”

United Dye & Chemical Corpo-) On March 23, 1961, Mr. Cohn|information was given by the;

eral Court for quashing of | 5ion
uwm‘m Judge D was

d|three newspapermen; “Don’t kid|Street Journal.

said, Mr. Sheridan told the|Justice Department to The Wal

T,
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«Cohn Partner Facing
;Tax Evasion Sentence

- Dantel Driscoll, 39, long-time friend of Roy Cohn and member
™ of his law firm since 1956, will be sentenced Nov. 6 for Invome
§ tax evasion. He was found gulltf Iate yesterday In federal district
(o)

court.

"I the law firm of Saxe, Bacon &

Maximum sentence could be

Syuulnprhonlndlnne
$30,000.

Driscoll, who pleaded
sanity, has been a pariner

of

NEW YORK POST, TUESDAY,

#
IF YOU LIVE OR
WORK NEAR

Bolan since April 1960 and has
continued practicing since his
indictment In Feb. 1966. He was
an associale member from 1958
to 1860.

Driscoll, a badhelor, was con-
victed on three counts of failure
to file tax returns for 1960,
1961 and 1562—one count for
each year.

Driscoll's insanity plea was
rejected by the jury when Asat,
U. S. Attorney Gaynor,

that his Arst visit 1o & psy-
chistrist colneided with his tax

fling.

ernment

McLean lasted six days.

lor Hoover.

Driscoll ultimately paid the
taxes and Interest on his gross
Income of $118,000 for the three
years on Feb. 5, 1964, The next
doy he made hig first trip 10 a
psychiatrist, according to gov-

nee.
's trial before Justice

Among character wiinesses

on behalf of Driscoll
were State Supreme Court Jus-
tices Schweltzer and Hofstadter,
and Lewis Nichols, vice presi-
dent of Schenley Industries and
former assistant to FBI direc

M. Cohn's perjury trial today
testified that the owner of the
Desert Inn, one of Las Vagas's
most glittering night spots,
paild former Chief Assistant
United Ststes Atorney Morton
|Robson $33,320 to keep things
guiet in a stock-fraud case.

The, testimony came from
|Slmuel Garfield, a Denver oll
men and one of the Govern-
ment's chief witnesses in the
case against Cohn who, along
with Murray E. Gottesman, Is
accused of perjury, conspiracy
and obstruction of justice in
connection with the 1058 stock
fraud case,
Both Garfleld and Allard

ical Corp. stock.

5!

—

“Trial Witness Testifies
'He Gave Money to Cohn |

NEW YORK, March 30 G. Raichle, Cohn's attorney,
(UPI)—A key witnezs at Roy|Garfield explained that on
Aug. 23, 1958, he called Roen,
who then was in Capistrano,
Calil,, and told him to get the
cash from the Desert Inn and
“make out an 10U for me—I
have plenty of credit there.

“He was to call me back
when he arrived in Las Vegas
on Sunday and 1 was to tell

Roen, part owner of the De-
sert Inn, have pleaded gullty
to a charge of selling unreg-
istered United Dye and Chem-

Under direct examination
todny, Garfield told the court
he made an arrangement with| mony
Cohn to pay a fee of $50,000 to
“keep me out of the United
Dye case.” Under the t.e:':u of |1
4 |the agreement, he would pay
g nothing if he was Indicted,|who Is supposed to have paid
; |Garfield sald.
He admitted paying one-
* |third of the $30,00 to Cohn and
then, undey cross-examination, |the day, Garfleld was told bis
he said the remalning two-|crossexamination would re-

him who was to get the mon-
ey,” Garfield said. “He called
me and I told him Morton Rob-
son was to get the money.”
Asked if he ever heard if
Robson was given the money,
Garfield replied, “Roen called
me back that night and told
me he pald the two-thirds of
$50,000 to Robson.” He further
testified that “Cohn told me
that Robson would come out
and pick up the money.”
Robson, now In privale
practice in New York, angrily
denounced Garfleld's testi-
as “a viclous He.”

UPL -
When the court recessed for

Innhmn. -

g thirds was pald by Roen to|sume Tuesday. The defense Is

sttempting to Impugn his ve-

Questioned closely by Frank racity.

g s
eutral Corner v
Roy Marcus Cohn 4

[DURING hia fiamboyant

gance. “Thers Is one
the - d

man Communists hate
more than

Man Cohn and that is

In the Edgar Hoover,”

sald Senator Jo-

News  gepn R. McCarthy,

Cohn's friend and
mentor, in 1953, When Cohn
resigned &3 chief counsel to &
mittee, a columnist ealled him
“the youngest has-been since
Jackie Coogan." A minister
maid, “The of Roy Cohn

hn;hu:-mu'- B

almost five years youn,

Cohn had occupled a pllc:

Near lll‘-l! center during s
pr T in

American politics. The de-
mise in 1954 of the McCarthy
crusade sent him to an ob-
sourity he had never sought,
:u&.h: l‘lllﬂ.mu,r adapied to it
Ve prosperous years
in the gl-dﬂ'l. he lately has
begun re-emerge in quite
o different role. O
Yesterday, for instance, he
put in & brisf pal
ance at the midtown of-
of the New York Btate
Athletic Commission. There
Feature Sports, Inc, which
he had organ
became the promo!

‘| return bout between Flo

IXES O MM e

T R N . B Wt |

e -

Palterson and Ingemar Jo-
hanmon for the world hsavy-
welght champlonship here
next June,

Be-elected as Board Head

From there he hurrled to
the Waldorf-Astorla, where
stockholders re-elected him

Lionel Corporation, manufac-
turers of toy railroads,

now 313 rs old, ls
& counsel for National Alr-
lines, the Stork Club and other
enterprises, His income has
been put at $250,000 a year,
o flgure he says is “nol far

By the time he was 20,
Cohn, an alumnus of the
l"khl-p!m Mnom Riverdale,

the TORK, breezed
through Columbis Law School,
He was forced to cool his
eager heels until he was old
enough, at 21, to be admitted
to the bar.

nning as -
at 31700 1n the office of
United Btstes Attommey for

Peopie below.” e
Impressive ia Court

In the courtroom his work
was agile, cool and
excellent. His first case re-

victlon and a sentence of
fiftoen years; other prosecut-
ing triumphs followed. He
was assigned to cases Involv-
Ing first and second-string
communist leaders. He con-
ducted the direct examination
under which David Green-
ill-ll identified his
Ethel
member of & Soviet ring.
Once he ducked ou.r’d h

.| office to attend a session of

| ducted

the hearings on crime con-
Senator [Estes

by
Kefauver. A note in his chief's

is lilke the loss of & dosen

chairman of the board of the

displaying real and counter.
feit stamps, got them mixed
up and spread momentary

consternation by send
personal mail from the Unit-
ed States Courthouse under
counterfeit

headed y
and met G, David Schine, son
of a multimillionalre hotel
owner and unpsid consuitant
to the committee. On a whirl-
wind fact-finding tour of
Europe, the brash pair met a
hostile, caustic press and re-

turned famous.

When the Army drafted
Bchine, Cohn & ded the
Pentagon to confer | it
to kitchen police on the new
private. He tried lo get his
old buddy a commission, but
e v

ntagon officials ch
later that Cohn had badgered
them unmercifully and had
threatened reprisal-by-inves-
tigation in the Bchine matter.
They maild that Cohn had at
mlrllnt vowed to “wreck"
the United Statea Army. Fhat

tration. Thirty-six days of
televised Senate hearings fol-

was
‘Washington jabbering into &
white telephone that was
plugged in near his table at

‘ the Colony Restaurant, He is

a [fairly regular visitor to
night clubs here. He dines
sometimes st the Pavilion
(soup 33), sometimes at a
Chock Full O' Nuts near his
downtown office (cheese sdnd-
which 25 eents).

!!¢I lives with his mother In
& nine-room apartment at
1165 Park Avenue, makes his
rounds | na chauffeur-driven
Cadilinc, plays goif at the
Quaker ludg! Club j: West-
chester an eep-sen
fishing off uemﬂn Keys.

He visits Europe two or
thise times a year and takes
:: I:“"bl:p'tﬂp‘ around the

. ¥ ng in Hong Kong
for custom-tailored clothes,

4
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(COHN)

NEV YORK--ROY M. COHN, BOY WONDER OF THE ARMY-MCCARTHY HEARINGS
A DECADE AGO, PLEADED INNOCENT TODAY TO A FEDERAL INDICTMENT CHARGING
HIM VITH PERJURY AND OBSTRUCTING JUSTICE.

COHN SAID HE WAS BEING VICTIMIZED AND CHARGED THAT U.S. ATTORNEY
ROBERT F. MORGENTHAU WAS "OUT TO GET ME."

MORGENTHAU DECLINED COMMENT ON COHN'S STATEMENT, SAYING THAT "HIS
GUILT OR INNOCENCE WILL BE DECIDED AT THE PROPER TIME BY A COURT AND
JURY ON TME EVIDENCE PRESENTED." MORGENTHAU DID NOT OBJECT TO COHN
BEING RELEASED ON HIS OWN COGNIZANCE AND HE WENT THROUGH ROUTINE
FINGERPRINTING BEFORE HIS RELEASE.

AFTER ENTERING THE INNOCENT PLEA BEFORE FEDERAL JUDGE DUDLEY B,

BONSAL, COHN CITED 11 INSTANCES TO ESTABLISH THAT THE JUSTICE
DEPARTNENTJS CHARGES AGAINST HIM WERE PROMPTED BY "PERSONAL
ANIMUS AND A DESIRE FOR POLITICAL REVENGE."

HE SAID HE WOULD SEEK A HEARING BEFORE AN IMPARTIAL BOARD, SU
A CORRITIEE OF THE BAR ASSOCIATION OB A SEWNTE JUDICIARY CORMITTEE.

HE SAID THE BOARD SHOULD HAVE "NO CONNECTION WITH MORGENTHAU OR THOSE
ABOVE OR BELOW HIM,"

ASKED WHETHERE HE WAS REFERRING TO ATTORNEY GENERAL ROBERT V.
KENNEDY, COHN REPLIED:

*MR, 'KENNEDY IS MR. MORGENTHAU'S SUPERIOR. YOU CAN DRAW YOUR OWN
CONCLUSIONS,” .

HE SAID THE JUSTICE DEPARTMENT HAD SPENT "HUNDREDS OF THOUSANDS OF
DOLLARS® ON ITS INVESTIGATION--"SOMETHING OF A RECORD,"

COHN' SAID ONE OF MORGENTHAU'S ®CONFIDANTS®™ TOLD HIM THAT
MRGENTHAU WAS MOTIVATED BY "PERSONAL ANIMUS® IN CONNECTION WITH COHN'S
ROLE AS CHIEF COUNSEL OF THE SENATE PERMANENT INVESTIGATIONS
SUBCOMMI TTEE.

COHN SAID IT WENT BACK TO THE INVESTIGATION BY THE LATE SEN. JOSEPH
MCCARTHY, R-VIS,) OF TREASURY OFFICIAL HARRY DEXTER WHITE, WHO
WAS ALLEGED To HAVE BEEN A MEMBER OF THE "COMMUNIST CONSPIRACY® IN THE
UNITED STATES.

COHN SAID THE INVESTIGATION SHOWD THAT MORGENTHAU'S FATHER, THE LATE
TREASURY SECRETARY HENRY NORGENTHAU JR., "HAD HIRED WHITE AND’

ADVANCED HIM OVER THE OBJECTIONS OF OTHERS."

"7 DIDN'T HAVE ANYTHING AGAINST THE ELDER MRe MORGENTHAU,” COHN SAID,
I WAS DOING MY JOB, I DON'T KNOW WHETHER I CAN BRING OUT PROSECUTORIA
MOTIVATION AT MY TRIAL, BUT I WOULD THINK MR. MORGENTHAU WOULD BE
VILLING To HAVE MY CHABGES AIRED AT AN IMPARTIAL HEARING IF HE IS ,
WHAT HE SAYS HE IS."

COHN CHARGED THAT THE GRAND JURY WHICH INDICTED HIM WAS A
*MRGENTHAU RUBBER STAMP OPERATION.®

9/5--EG2A 8PED
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Bored, baleful Roy Oohn, the late Senator Joe McCarthy's
chief inquisitor, is now finding out what it's like to be on the
receiving end of an investi ation.

His multi-corporate manipulations are being scrutinized by
no less than Attorney General Robert Kennedy, a former antagonlst,
who almost got into a fistfight with COohn a few years ago.

In their whipper-snapper days, they were junlior gumshoes
together on lMgOarthy's staff -- until Kennedy became fed up with
McCarthy's cry=-wolf methods, warned him that he was headed for
disaster, and walked out on McCarthylsm,

Shortly before his departure, Kennedqy tangled with Cohn
over a threat to "get" Senator Henry Jackson, Washington Democrat,
for belittlines Oohn' s pal, David Schine.

"Do you want to fight now?" Cohn was overheard shouting.

"Don't warn me!" snapped Kennedy. "Don't try it again,
Conni"
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The seizure was bitterly blasted by the late George
Sokolsky who charged in his syndicated column: "Explanations
are usually not offered by the Internal Revenue Service which
has become the most arbitrary and intolerable agency of government,"
What Sokolsky didn't mention was that Cohn had given him
a directorship in Tower Universal Corporation, a financial house
that Cohn had taken over,
Sokolsky also defended OUohn in anothe. fracas with New ¢
York Oity over the fate of the Fifth Avenue Coach Line., Oohn
is chief counsel, owns 10,000 shares.
Cohn is Shwgssssislmes 2150 in trouble with the Securities and
Exchange Commission over the financin of the Lionel Corporationm,
the world's largest manufacturer of toy trains, He took control

of the company with only §$30,000 of his own money by borrowing
heavily from overseas igiiitecinmemms i

oncerns
Mat exorbitant rates.

Iionel has dropped $2,500,000 under Yohn's management.
Fifth Avenue Ooach lost $600,000 in ¥l 1961. But Oohn has
managed to siphon off plenty for his own pockets as salaries and
legal fees,

Oohn's annual salary as president of Lionel, for instance,
is $40,000 which alone is more than his peinsssdagsd §30,000
investment.

Ironically, Oohn's late friend Sokolsky whetted g
apreewniiniw Internal Revenue's interest by writing a puff plece
about Oohn, reporting what a finaneclal whiz he was., Sokolsky
boasted the Oohn earned $250,000 a year from his law firm alone.

A tax agent clipped the Sokolsky column, underlined the
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revealing paragraph, and scribbled a note in the margin:
"Cohn earns $250,000 a year according to Sokolsky."

P
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SUPREME COURT OF THE STAT

SANDY M. PITOFSKY Plaintiff
designates
Plaintiff New York
- County as the
-against- place of
trial.

AARON A, STEIGER, FRED W, LEUTHESSER, HOWARD Z, BLUM,
L0 A, HYNDS, LOULS A, GARFINKLE, FRANK KASPUTIS,
WILLIAM GERSCH, MILTON L. ALTHEIMER, BLAINE WILLENBORG, SUMMONS WITH
M. E. WINGER, WILLIAM D, FUGAZY, C. V. HAIDAS, MEL NOTICE
DESSER d/b/a DESSER ASSOCIATES, ROBERT L. VINER, JAMES
LING, ESTILL HEYSTER, FLOYD PATTERSON, ROBERT MARCUS,
SAMUEL BELZBERG, DAVID A, CARR, ARTHUR C. FATT, ALICE Plaintiff
L. TOPPING, WILLIAM HONNER, ROBERT LEWIS, JACK O'BRIAN, resides in
ABRAHAM TOEPFER, GEORGE SOKOLSKY, S. I. NEWHOUSE, JR., New York
ROY M. COHN, ALBERT A, BLINDER, STIRLING M. HARRISON, County.
TRUSTEE FOR CARROLL S. NICHOLS, TEL-A-SIGN, INC.,
NATIONAL BOULEVARD BANK OF CHICAGO, ALVIN INVESTMENT
CORPORATION, HY FEDERMAN doing business as a partner-
ship .known as FEDERMAN STONEHILL & CO., and "JOHN DOE"
(name being unknown) d/b/a WACO & COMPANY

Defendants
------------------- e s
TO THE ABOVE NAMED DEFENDANTS:

YOU ARE HEREBY SUMMONED to answer the complaint
in this action, and to serve a copy of your answer, or, if the
complaint is not served with this summons, to serve a notice of
appearance, on the plaintiff's attorney within twenty days after
the service of this summons, exclusive of the day of service; and
in case of four failure to appear, or answer, judgment will be
taken against you by default, for the relief demanded in the
complaint.

Dated: New York, New York
January 23rd, 1963 EDWARD NATHAN
Attorney for Plaintiff
515 Madison Avenue
New York 22, New York



SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

SANDY' M. PITOFSKY
Plaintiff

-against- VERIFIED COMPLAINT

AARON A, STEIGER, FRED W, LEUTHESSER, HOWARD
Z. BLUM, LEDO A, HYNDS, LOUIS A. GARFINKLE,
'FRANK KASPUTIS, WILLIAM GERSCH, MILION L.
ALTHEIMER, BLAINE WILLENBORG, M, E, WINGER,
WILLIAM D, FUGAZY, C, V., MAIDAS, MEL DESSER
d/b/a DESSER ASSOCIATES, ROBERT L. VINER,
- JAMES LING, ESTILL HEYSTER, FLOYD PATTERSON,
ROBERT MARCUS, SAMUEL BELZBERG, DAVID A. CARR,
ARTHUR C. FATT, ALICE L., TOPPING, WILLIAM
HONNER, ROBERT LEWIS, JACK O'BRIAN, ABRAHAM
TOEPFER, GEORGE SOKOLSKY, S. I. NEWHOUSE, JR.,
ROY M. COHN, ALBERT A, BLINDER, STIRLING M.
HARRISON, TRUSTEE FOR CARROLL S, NICHOLS,
TEL-A-SIGN, INC.,NATIONAL BOULEVARD BANK OF
CHICAGO, ALVIN INVESTMENT CORPORATION, HY
FEDERMAN doing business as a partnership known
as FEDERMAN STONEHILL & CO., and *"JOHN DOE"
(name being unknown) d/b/a WACO & COMPANY

Defendants

PR T - - - - - e I

The plaintiff, by EDWARD NATHAN, his attorney,
respectfully alleges upon information and belief, except as

otherwise expressly stated:

FOR A FIRST CAUSE OF ACTION:

‘L. On .personal knowledge, plaintiff is a resident
of the State of New York, and now is a stockholder of defendant
TEL-A-SIGN, INC, (hereinafter cailed the "COmpﬁny”) and has been
a stockholder at all times hereinafter mentioned, since in or

about the year 1958.



2. The Company is a corporation organized and
existing under the laws of the State of Illinois. It maintains
a place of business at 501 Madison Avenue, City, County and
State of New Yﬁrk and does business in séid City, County and

State of New York.

3. Plaintiff brings this derivative action on
behalf of himself and all other stockholders of the Company
similarly situated, for the benefit and in the right of the

Company.

4. The Company had issued and outstanding, as of
August 31, 1962, 1,311,100 shares of common stock, not including
15,000 shares held in its treasury, all of which common stock

was of par value 20¢ per share.

5. The Company, as of August 31, 1962, had issued
and outstanding $900,000 of 6-1/2% convertible subordinated

debentures, due in 1974,

6. The common stock of the Company is, and at all
of the times hereinafter mentioned was, listed and traded upon

the American Stock Exchange.

7. The common stock of the Company is generally
dispersed and owned by many shareholders some of whom own their
shares in the names of nominees and their idéntity cannot

readily be established.



8. The Company is engaged in the business of
manufacturing and selling signs and other advertising material

for use by manufacturers of nationally advertised products.

9. Defendants AARON A, STEIGER, FRED W,
LEUTHESSER, HOWARD Z, BLUM, LEO A, HYNDS, LOUIS A, GARFINKLE,
FRANK KASPUTLS, WILLIAM GERSCH, MILTON L. ALTHEIMER, C. V. HAIDAS,
BLAINE WILLENBORG and M, E, WINGm (hereinafter referred to as
"MANAGEMENT GROUP') were, at all of the times hereinafter

mentioned, officers and directors of the Company.

10. At all of the times hereinafter mentioned,
defendant ALVIN INVESTMENT CORPORATION (hereinafter referred
to-as "ALVIN") is a corporation duly organized and existing
under the laws of the State of Delawara, and whose address is

20 Exchange Place, New York, New York.

11. ALVIN, at all of the times hereinafter

mentioned, acted as nominee and as the vehicle for the follow-

ing persons: ROY M. COHN, WILLIAM D, FUGAZY, C. V. HAIDAS,

CALVIN W, CLAYTON, MEL DESSER d/b/a DESSER ASSOCIATES, ALBERT
A. BLINDER, ROBERT L. VINER, JAMES LING, ESTILL HEYSTER, FLOYD
PATTERSON, ROBERT MARCUS, SAMUEL BELZBERG, DAVID A, CARR,
ARTHUR C, FATT, ALICE L. TOPPING, WILLIAM HONNER, ROBERT LEWIS,
~ JACK O'BRIAN, ABRAHAM TOEPFER ,GBORGE SOKOLSKY, S, I. NEWSHOUSE,
JR,., STIRLING M. HARRISON, TRUSTEE FOR CARROLL S, NICHOLS,

(hereinafter referred to as “CONTROL GROUP").

3.



12. At all of the times hereinafter mentioned,
the defendant NATIONAL BOULEVARD BANK OF CHICAGO (hereinafter
referred to as "“BANK") was a corporation duly-organized and
existing under the laws of the State of Illinois and maintaiﬁs
an office for conduct of the banking business in chicago,

Illinois.

13. At all of the times hereinafter mentioned,
defendant WACO & COMPANY (hereinafter referred to as '"WACO")

is an agent and nominee for the defendant BANK. /A\\

14. At all of the times hereinafter mentioned,
THE BON AMI COMPANY (hereinafter referred to as “BON AML")
| is a Delaware corporation maintaining an office and doing
buéiness at 445 pPark Mvenue, in the City, County and State of

New. York.

‘ 15. That at all of the times hereinafter men-
-ﬁioned, defendant HY FEDERMAN (hereinafter referred to as
"FEDERMAN'') does business as a partnership under the firm name
and style of FEDERMAN STONEHILL & CO, at 70 Pine Sﬁreet, in

the City, County and State of New York.

16. At all of the times hereinafter mentioned,
defendant MEL DESSER was doing business under the trade name
and style of DESSER ASSOCIATES and maintains an office at 249

East 48th Street, in the City, County and State of New York.



17. MANAGEMENT GROUP and CONTROL GROUP caused
the Campany to waste the assets of the Company by selling and
issuing 60,000 shares of the Company's stock, without adequate
consideration and without benefit to the Company. The assets
of the écmpany were further wasted by causing the Compan} to
indemnify the holders of séid 60,000 shares, plus an additional
200,000 shares, against loss in the event of sale thereof., This
necessitated a public offering of the Company's securities,
which offering caused the Company to incur needless cost and
expense, The transactions complained of were omitted from the
Company!s prospectus and are more particularly hereinafter set

forth.

18. 1In furtherance of a plan, scheme and con-
spiracy for their own benefit and profit, without regard to waste
of the Company's assets, MANAGEMENT GROUP and CONTROL GROUP
caused ALVIN to acqQuire from a third party, in or about December

.1961, 200,000 shares of common stock of the Company and an option
to purchase an additional 200,000 shares of the Company's commoﬁ

stock.

19. Prior thereto, in or about November 1961,
the Company’ agreed to sell, and subsequently sold, to ALVIN
60,000Vshares of the Company's common stock for ALVIN's termin-
ation pf the aforesaid option to purchase 200,000 shares of the
Company's common Stock; the consideration given by ALVIN for
‘the aforesaid 60,000 shares was inadequate and did hot constitute

fair value for the said shares. The said transaction was illegal



and was not at arm's length, but was made between fiduciaries
or those acting in concert with them, in breach of their.

fiduciary duties.

20. In addition to the foregoing, defendants
CONTROL GROUP and MANAGEMENT GROUP caused the Company to indem-
nify ALVIN from any losses which might result from the subsequent
sale of the aforesaid 260,000 shares of common stock of the
"Company acquired by ALVIN at a price of less than $2.43 per
share. The aforesaid indemnification of ALVIN wﬁs to become
effective and enforceable only if a public offering of securi-
ties of the Company, at an aggregate public offering price of
not less than $1,000,000, was effected prior to April 30, 1962.

21. 1In order to make the aforeaid indemnity
effective, for their own personal benefit and gain, the CONTROL
GROUP and MANAGEMENT GROUP caused the Company to sell to the
public $900,000 of its debentures and 125,000 shares of its
common stock for $1,368,750. Said sale was improvident, reck-
less, wasteful and damaging to the financial structure of the
Company. The Company incurred excessive liabilities, burdensome
interest charges, other onerous terms and conditions, costs and
expense, including fees, underwriting commissions, without pro

rata contribution thereto by CONTROL GROUP.



22. The Company's prospectus, dated March 21,
1962, issued in connection with the public sale referred to in
Paragraph "21" hereof, failed to disclose that the Company had,
prior thereto, agreed to effect the registration of the said
260,000 shares acquired by ALVIN, at the latter's request, and
to pay all expenses related to such registration. The said pro-
spectus omitted to &isclose said material fact, thereby falsely
creating'the inference that said public issue of debentures and
stock was solely for the benefit of the Company and not for the
personal benefit of the CONTROL GROUP and MANAGEMENT GROUP.
The said prospectus was further falée and misleading for its
failure to state other facts material and necessary to constitute

a full and fair disclosure as follows:

The summary of operations contained
in the financial statements therein stated a profit, as a result of
nine months of operation ending November 30, 1961, of $36,019
whercas by the end of the Company's fiscal year, February 28,
1962, a loss of $455,161 was sustained. On the date of the
issuance of the prospectus, March 21, 1962, the loss or a sub-
stantial part thereof for said fiscal year ending February 28,
1962 was known to the Company, or, upon the exercise of reason-

able diligence, should have been known to the Company.

23. The aforesaid indemnity was granted by the
Company without adequate or fair consideration therefor, and said
transaction was not at arm's length, but was between fiduciaries

or those acting in concert with them in breach of their fiduciary

duties,



24, No demand to bring this action has been made
upon the Board of Directors of the Company as such demand would
be futile and unneces#ary since all or a majority of the present
directors of the Company named herein as defendants have them-
selves participated in, authorized and approved the acts and
transactions complained of in this complaint and each of the
causes of action set forth herein. All or a majority of the
present members of the Board of Directors are personally liable
therefor by reason of such participation, authorization and
approval or by reason of their failure, having knowledge thereof,
to prevent or seek redress for such acts and tr#nsactions. Any
action instituted and controlled by the Board of Directors of
the Company to recover on behalf of the Company for the wrongful
acts herein alleged would be in hands friendly to the defendants

and could not properly be prosecuted.

25. No démand to bring this action has been made
upon the stockholders of the Company. Such demand would be
futile and is unnecessary because any.authorization or direction
through the Company's stockholders to seek redress for the wrong-
ful acts herein alleged would place control of the causes of
action in the hands of the Company's defendant directors, and
further, because autﬁority and responsibility for the matters
complained of and the seekihg of fedress therefor rests in the
Board.of Directors of the Company and the stockholders are with-
out power to take any action to redress the:wrongs herein com-
plained of otherwise than by a derivative suit in che_right of

the Company such as is here instituted.

8.



26. Plaintiff has no adequate remedy at law.

SICOND CAUSE OF ACTION:

27. Plaintiff repeats, reiterates and realleges
each and every allegation contained in Paragraphs "1'" through
26" inclusive with the same force and effect as 1f herein set

forth at length.

28. This claim arises under the Securities

Exchange Act of 1934, as amended, Title 15 United States Code,
Sections 78a, 78c, 78d and 78§, 78w, and 78cc and the rules
and regulations prescribed by the Securities and Exchange
Commission thereunder, and particularly Rule X-10 B-5 which
reads as follows:

"It shall be unlawful for any person, directly or

indirectly, by the use of any means or instrument-

ality of interstate commerce, or of the mails, or

of any facility 'of any national securities exchange,

(1) to employ any device, scheme, or artifice
to defraud,

(2) to make any untrue statement of a material
fact or to omit to state a material fact
necessary in order to make the statements
made, in the light of the circumstances
under which they were made, not misleading,
or

(3) to engage in any act, practice, or course
of business which operates or would operate
as a fraud or deceit upon any person,

in connection with the pufchaSe or sale of any security."

29. ALVIN, MANAGEMENT GROUP and CONTROL GROUP
directly or indirectly, used means or instrumentalities of inter-

~ state commerce, including telephone, the mails, and facilities



of a national securities exchange in connection with negotiations

for and in consummation of, the transactions complained ofAherein.

30. The issue of the shares of the Company's
common Stock to the CONTROL GROUP, and to others, in the trans-
actions complained of herein constituted the sale of such stock
of the Company to dominating and controlling insiders at inadequaté
prices, resulting in injury to the Company and to its stockholders
including the plaintiff. The sale of said stock to the said
insiders at said inadequate.prices constituted a violation of
the statutes, rules and regulations heretofore set forth in

Paragraph '28" hereof.

THIRD CAUSE OF ACTION:

31. Plaintiff repecats, reiterates and reallegés
each and every allegation contained in Paragraphs "1" through
"30" hereof with the same force and effect as if set forth at

length herein.

32. Defendants FEDERMAN, DESSER and other stock-'
holders of TIDY HOUSE PACKAGING CORPORATION (hergihafter'referred
to as "TIDY HOUSE") owning stock in said TIDY HOUSE which they
werc unable to offer for public sale, and desiring to sell and
dispose of ;he same, negotiated with BON AMI for an exchange of
TIDY HOUSE stock or assets for 16.5% of the outstanding stock of
BON AMI. FEDERMAN and DESSER conspired with MANAGEMENT GROUP
and CONTROL GROUP to use the Company as ;n instrumentality through
‘which FEDERMAN and DESSER could obtain eash for their BON AMI

- i .
stock -and MANAGEM™T GROUP '‘and CONTROL GROUP could obtain control

10.



of BON AMI and oust the management of BON AMI, in complete dis-
regard'of the risk, jeopdrdy and losses to be incurred by the
Company in such venture. fhe manner in which the aforesaid
scheme to benefit all of the aforesaid defendants was carried out
and the overt acts engaged in by said defendaﬁts are hereinbelow

set forth.

33. On or about April 27, 1962, BON AMI acquired
the assets of TIDY HOUSE in exchange for 129,400 shares of BON
AML stock, Defendant ?EDERMAN acted as broker in this transaction
and received a commission of 5,000 shares of BON AMI stock, and
" defendant DESSER received a finder's fee of 7500 shares of BON

AMI stock.

34. 1In order to secure control of BON AMI,
defendants MANAGEMENT GROUP, CONTROL GROUP, FEDERMAN and DESSER
planned to use, and did use, the Company, its resources aﬁd
credit, as a vehicle to obﬁain BON AMI stock, as hereinafter

set forth.

35. 1In or about August 1962, MANAGEMENT GROUP
and CONTROL GROUP caused the Company to ﬁcquire approximately
88,671 shares of the common stock of BON AMI by a tender to the

sharecholders of TIDY HOUSE.

36. MANAGEMENT GROU? and CONTROL GROUP caused
the Company to borrow through a short term loan, in order to
pay for the said stock of BON AMI, the sum of $750,000 from the

BANK. Said loan is past due and the Company is in default thereof,

11.



and the said shares of BON AMI which were deposited as sécurity
for the said loan, and registered in the name of VACO as the
BANK's nominee, are now subject to being applied in payment of

said loan.

37. 1n addition to the illegal use of the Company
as an instrumentality, as aforesaid, MANAGEMENT GROUP and CONTROL
GROUP acted to further their own personal benefit and profit

in the following respects:

(a) The cash paid by the Company to
TIDY HOUSE stockholders for the aforesaid shares of BON AMI
stock cnabled certain defendants to obtain cash for their

unmarketable shares of BON AMI.

(b) To obtain improper employment

and management benefits for certain defendants from BON AMI.

(¢) To merge BON AMI into the Company
so as to include the income of BON AMI as part of the income
of the Company and thus increcase the personal compensation and

bonuses to be paid to the said MANAGEMENT'GROUP.

(d) To causc the Campany to embark upon
a highly speculative, expensive and costly litigation, now pend-
ing in the Supreme Court of the State of New York, in and for the
County of New York, against BON AMI and its directors and officers,

which is not beneficial to the Company.

12,



38. The said acquisition by ﬁhe Company of the
stock of BON AMI, the continuance of the Company's interest in
BON AMI, the aforesaid loan made by the Company and all of the
aforesaid transactions of the Company in the securities of BON
AMI were, and are, outside and beyond the proper scope of the

corporate powers, purposes, authority and business of the Com-

panye.

39. MANAGEMENT GROUP and CONTROL GROUP in caus-
ing the Company to embark upon the course of conduct secking to
obtain management and control of BON AMI, through the purchase
ofLBON AMI stock, breachgd their fiduciary obligations to the
stockholders and acted in reckless disregard of the best
interests of the Company and wasted its assets and funds as

-£follows:

(a) Caused the Company to borrow large
and excessive amounts of money, not warranted by its financial

condition;

(b) Caused the Company to acquire
unregistered stock of BON AML, not saleable in the open markeﬁ

to repay the loan in event of default;

(¢) Created liabilities for the Com pany
which constitute an act of default under its Trust Indenture in
that the consolidated working capital required by the said Trust
Indenture in an amount etiual to $1,00'0,000 was breached by virtue

of the BANK loan. As a result of said loan, the Company's working

13.



capital was reduced to approximately $615,000. The Company was
-thus exposed to the acceleration of the payment of its deben-

tures in approximately the sum of $900,000.

40. NMANAGEMENT GROUP and CONTROL GROUP in causing
the Company to acquire the stock of BON AMI as aforesaid, knew
or should have known upon adequate investigaﬁion and analysis and
the exercise of reasonable diligence, of the alleged defalcations,
waste, mismanagement, misappropriation of the funds of BON AMI to
the alleged personal benefit of BON AML's officers and directors,
as claimed in the pending New York action, and, under such circum-
sténces, should not have acquired said stock nor permitted the
Company to borrow $750,000 to acquire such BON AML stock. All
such acts constitute an illegal use of the Company's funds and

credit.

41. The defendants were further grossly negligent
in commencing and continuing to incur expense in connection with
litigation against BON AML. In so acting they sought private .

and personal'profit and gain rather than bencfit to the Company.

42. 1In furtherance of the conspiracy, MANAGEMENT
GROUP and CONTROL GROUP caused the Company to file false and mis-
leading repérts and proxy materiel with the Securities and

Exchange Commission and the American Stock Exchange.

43, Defendants MANAGEMENT GROUP and CONTROL GROUP
_are continuing their activities to secure control of BON AMI

through solicitation of BON AMI stockholders, continuing the

14,



aforesaid litigation, expending the Company's funds for their
own pubicity, and otherwise obligating the Company for expenses
ity connection therewith, all of which constitute a continued
illegal expenditure of the Company funds and a waste of its

assets,

FOURTH CAUSE OF ACTION:

44, Plaintiff repcats, realleges and reiterates
all of the allegations contained in Paragraphs "1" through
43" inclusive, with the same force and effect as if herein set

forth at length.

45. The defendants have caused the Company to
enter into improvident and cxcessive agreements for compensation

to officers and directors of the Company.

46. The agrcement for remuneration for defendant
STEIGER is for a period of five ycars at a base salary of $40,000
per ycar plus 27, of the'net income of the Company before income

taxes for each fiscal ycar during the term thereof,

47. 1n addition to the aforesaidsalary, defendant
STRIGER has been granted a restricted stock option to purchase
up to 75,000 shares of the Company's stock, at $2.62-1/2 per

share, for a period of five years from the date thereof. .

48. On July 12, 1960, this option was extended
to December 31, 1965.



49. The aforesaid salary contract and grant of
restricted stock'options illegally provided for excessive com-
pensation. The same were not made at arm’s length and were
‘improvident, constituted a waste of the Company's funds and paid

excessive remuneration to defendant STEIGER,

50. Said contract should be cancelled énd res-
cinded and the directors directed to restore to the Company such

amount as represents excessive remuneration.
WHEREFORE, plaintiff demands judgement:

(@) Rescinding the acquisition by ALVIN
of the 60,000 shares of the Company's stock or directing ALVIN
‘to cause to be paid to the Company the fair value of the said

60,000 shares at or about the time they were delivered;

(b) Requiring the defendants to account
for their conduct, including their failure to perform and ful-
£ill their obligations in the mtnagement and disposition of the

funds and property of the Company;

(¢) That a receiver be appointed for the

pronerty and assets of the Company;

(d) Requiring the defendaﬁts to pay to
the Company any money and the value of any property which may
have been acquired by themselves or transferred to others or lost
~and wasted by or through any negligence of failuré to perform or

other violation of their duties or fiduciary obligations;

16.



(e) Requiring the defendants to account
for the profits and benefits to each of them by reason of the
acts or transactions alleged herein, cancelling the options
granted to each of the individual defendants together with any

stock of the Company issued thercunder;

(£) Enjoining and restraining the

Company and the individual defendants, and those acting
| directly or indirectlj in association or concert with thenm,
from further wasting the Company's assets in the attempt to
secure control of BON AMIkand in continuing the waste of the

- Company}s assets through loans and furﬁher acquisitions of BON
AMI stock, engaging in litigation in connection therewith and
direﬁting the Company to forthwith dispose of the BON AMI stock
acquired by it, at the best pricc obtainable in a proper and

legal manner.

(g) Awarding to the plaintiff the
costs and expenses of this action including reasonable counsel

fees;

(h) Enjoining and restraining the
defendants, as may be appropriate in accordance with the allega-

tions of the complaint, pending the trial of this action;

17.



(i) Granting to the plaintiff such other and

further relief as may be just and proper in the premises,

EDWARD NATHAN

Attorney for Plaintiff
515 Madison Avenue
New York 22, New York



STATE OF NEW YORK
CITY OF NEW YORK
COUNTY OF NEW YORK

.

SANDY M. PITOFSKY
plaintiff
complaint
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TWO ON A SEESAW OVER

BOXING’S SNAKEPIT




Young Roy Cohn Is being sued by old Jack Fugazy
for a mere matter of $132,000, but the story behind
the suilt involves the kind of intrigue that has made
a mess of prizefighting by ARTHUR MANN

AGAINST FEATURE SPORTSE FOR AN ACCOUNTING OF ITS FUNDS

ne night in late 1959 Lawyer Roy M. Cohn and Travel
Agent William D. Fugazy Jr. were sitting in the Stork
Club, which is owned by one of Cohn’s clients, Sherman
Billingsley. They were having fun together, as they often
did. But their ears pricked up when, at the next table, they
heard a group lamenting the low estate to which prize-
fighting had fallen after the first Paticrson-Johansson fight
at Yankee Stadium. SrorTs [LLusTRATED and, concurrently,
investigative agencies of New York City and New York
State had uncovered a mess involving several varieties of
chicanery and the presence of Mobster Tony (Fals) Salerno
et el




TWO OM A BRESAW conrfrued

in the fight's promotional background.
The bemoaners longed aloud for the
return of a respected promoter like
Humbert (Jack) Fugazy, a successful
boxing impresario of the 1920s whose
record $461, 789 gate forthe Berlenbach-
Delaney fight in 1926 has never been
equaled by light heavyweights. And Jack
Fugazy was the uncle of Bill Fugazy, sit-
ting there alongside Cohn with his ears
ablaze with inspiration.

In no time Cohn and Bill persuaded
Uncle Jack to put them into boxing, a
field of investment play they had not yet
discovered. Jack was old but vigorous.
Cohn was young, most widely known
for his work as investigative counsel for
Senator Joe McCarthy, but already an
impressive wheeler-dealer in corporate
finance. Bill was one of the inheritors
of his grandfather’s travel bureau, which
his mother controlled.

The elderly Jack dusted off his pres-
tige and reputation—no trouble at all in
a New York that still remembered him
favorably for many good fights. Jack set
up a deal for the boys to buy the sullied
promotional remains of Rosensohn En-
terprises, a corporation that was jointly
owned (on paper) by the ill-starred Bill
Rosensohn and Yincent Velella, Tony
Salerno’s East Harlem lawyer. The corpo-
ration had liabilities from the Patterson-
Johansson upset, but it also had a mil-
lion dollar asset: first call on the two
heavyweights for a return match.

In late October, Rosensohn and Velel
la changed the corporate name to Fea-
ture Sports and sold out. Cohn and Bill
Fugazy were in business, and took full
command. Uncle Jack became executive
director at $300 a week and was prom-
ised one-fourth of the profits.

Feature Sports, under Cohn and Fu-
gazry, promoted the second and third
Patterson-Johansson fights, which at-
tracted 50,000 paid admissions and
grossed $1,315,564 at the box office alone.
Butsomehow the booksof Feature Sports
reflected no commensurate return. Even
before taxes, profits were reported as a
meager 5181,241.26 on Feature Sports’
first promotion, an astonishingly meager
$9,608.11 on the second. Old Jack got
little or nothing out of the fights.

In August of 1961 Jack Fugazy decid-
od to sue. He asked §132,173.82 as his
promised one-fourth share of the pro-
motions and contested the profit figures
put forth by Cohn and his nephew
Bill. Perhaps by coincidence, Feature

26

Sports became inactive about this time.

Roy Cohn did not. He organized
Championship Sports, Inc., but for rea-
sons never disclosed Bill Fugazy wasnot
officially recognized as a member of the
new corporation. Instead, Cohn's law
partner, Tom Bolan, and Bolan’s broth-
ers, Al and Pat, appeared as minority
stockholders. The firm’s first promotion
was the Patterson-McNeeley fight last
December 4 in Toronto; its second was
the Patterson-Liston fight in Chicago,
September 25.

While these two bouts were being ar-
ranged, Jack Fugazy's suit was still pend-
ing. Cohn managed to arrange a series of
delays. But Jack wasn't the only one in-
terested in theaccounts of Feature Sports.
The U.S. Government was also studying
its books. Those books will be brought
into New York Supreme Court this week
under subpoena by Jack Fugazy. What
they reveal is startling,

ccording to Cohn's law firm—Sane,
Bacon and O’Shea—Jack Fugazy's
claim of profits is groundless and the
corporation (Feature §ports) is both
penniless and beset by other suits,
Proof of no funds was offered through
Laventhol, Krekstein and Co., a New

York accounting firm which prepared a .

consolidated balance sheet showing de-
ductions of $76,250.66 for legal fees,
$82,440.60 in travel expenses, §72,926.89
for **gifts and entertainment™ and $107,-
200 for *‘administrative salarics.” All of
these sums were deducted from the Fea-
ture Sports gross of 51,315,564, along
with the fighters' pay and incidental ex-
penses, to produce the low combined
profit figure of $190,84}.37.

Most of the summer just past was re-
quired to get behind these figures. If the
account books are displayed in court
they will show that the legal fees were
paid to Saxe, Bagon and O'Shea; the
travel expense money went to Bill Fu-
gazy's travel bureau; and the adminis.
trative salaries were paid largely to Cohn
and Bill. (For example, each drew $2,000
a week “salary” for one period of 13
weeks.)

The defense of Jack Fugazy's suit is
a problem shared by Cohn and Bill Fu-
gazy, but Cohn has other troubles from
which young Fugazy—as far as the rec-
ord shows—is exompt. Last week word
was about that the Intemnal Revenus
Service will now release less than 159 of

the 53 million or so it confiscated from
proceeds of the Patterson-Liston fight,
tHe most recent of Cohn’s boxing pro-
otions. The rest will remain in deep
eeze indefinitely, pending completion
f the Government's examination of all
x records of individuals and corpora-
tipns connected directly or indirectly
with the fight promotion,
is would be a severe fiscal blow to
Colm. His Championship Sports went
into debt to promote the Patterson-
Liston fight and expected to receive about
$950,000—5250,000 from the live gate
and $700,000 from ancillary rights, to be
paid, by prearrangement, over a period

etings in the 62 districts of its nine re-

gional offices the Internal Revenue Serv- /

i bce moved last week 1o release enough
what it seized to satisfy labor liens and
| pay assorted bills Incurred by the cor-||
|| porations involved in the fight. Somg
1$200,000 already had been paid out
iInternal Revenue from the many cach

of funds deposited under levy in more |
than 250 locations the morning after the

fight. A like sum has now been prom-
ised in a matter of days. After that,
pothing, until the intelligence divisions
of each region, and the auditors, have
found out who owes how much to whom.
This may take a long, long time. In the
nd, Floyd Patterson, for losing his title,
nd Sonny Liston, for winning it, may
paid in pennies.

Whether he is In or out of Champion-

ip Sports, Bill Fugazy is still involved
in an active business association with
Roy Cohn. However, relations between
the bosom compenions have been
strained lately, Ong reason is the re-
markable adventures of the Fugazy Trav-
el Bureau. In the summer of 1961 Cohn
offercd Bill an apparently stunning deal
for Bill's family-owned travel bureau,
In the end the deal turmed out to be
very stunning, though not in the pleas-
ant sense of the word.

The Fugazy Travel Bureau was
launched in 1870 by Bill's grandfather,
Louis, of Piedmont, ltaly, as a steam-
ship service and private bank. When
Bill's father, Italo, died in 1957, the
travel bureau was booking business in
excess of $3 million a year. By the end
of 1961 young Bill had pushed the an-
pual bookings up to $17 million.

Bill had been irying to persuade
Montgomery Ward, the mail-order
house, to co-ordinate its advertising and

|

f 18 years, to save taxes. But after J-’ﬁ
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office facilities into a big push on the
package-tour business. Apparently the
deal was held up because, in Montgom-
ery Ward's eyes, the trave! bureau—de-
spite its major bookings—was under-
capitalized. Cohn solved that. Cohn was
part of an investment syndicate that had
purchased effective control of Tower
Acceptance Corporation, a Houston
small-loan company that had 2| loan
offices in Tennessee, Georgia, South
Carolina, North Carolina and Texas.
What recommended Tower to the Cohn
syndicate was its $3.5 million in accounts
receivitble. Shortly afterward, changing
its name to Tower Universal, Cohn and
his associates bought up another small-
loan outfit, Louisiana Discount, and the
combined assets gave Tower $7 million
to play with,

With this, Cohn made his offer to
Bill. Tower would take over the travel
bureau us a wholly owned subsidiary
and give Bill shares in Tower in return.
With Tower's capitalization, the Mont-
gomery Ward problem would be solved
and the travel business would boom.
Tower would sell package tours through
the mail-order catalog and lend folks
the money to take the tours. It couldn’t
miss.

There was only one hitch: Bill couldn’t
deliver the Fugazy ownership to Roy
without his mother's consent. Under a
codicil in [talo’s will, Irene Fugazy was
in control. Bill solved that problem.
With his brother Lou's help, he per-
suaded his mother to sell out to Cohn.
The deal went through on October 1,
1961. In exchange for the Fugazy Travel
Bureau its owners got 55,000 shares of
Tower, then quoted at $11.25 a share on
the American Stock Exchange. It was a
$600,000-plus deal, and the Fugazy in-
terests were promised an additional
95,000 shares if they produced in excess
of a specified profit for Tower before
September 30, 196). Bill was named pres-
ident of Tower's Travel Bureau subsid-
iary. Tower representatives moved into
the travel operatlon. Business boomed,
and the bookings went to $35 million.
Other things began to happen, too, not
all of them so encouraging.

Frederic H, Brooks, a young stock-
broker and Columbia University grad-
uate ('56), joined Tower in 1961 and
soon became vice-president and treas-
urer. He was, in fact, Cohn’s favorite
career mun. On October 19, Brooks was
to deliver a report to the directors aof

Tower. One of its highlights was the suc-
cess of Tower's travel subsidiary, as far as
gross bookings was concerned. That divi-
sion had grossed the aforementioned $35
million, most of it from the Fugazy op-
eration. What wasn’t 30 good, the report
went on, was the profit from President
Bill Fugazy's operation. In this best of all
years, the profit was so low that Brooks
reportedly recommended that drastic
changes in 2 be made. As

A CONN PROTEGE. Fred Brooks, went to the
hospital after being assaulted by Bill Pugary.

Brooks was reading his report to Tower
executives in the office of Board Chair-
man David B. Chase—a constant co-
partner in Roy Cohn's multicorporate
activities—Bill Fugazy burst Intp the
office, swung his attaché case and con-
nected smartly with the chin of his young
detractor. Freddie Brooks went down
with a broken jaw. Bruised and bleed-
ing, Brooks was helped to his feet.
He returned to his office, where he col-
lapsed. Then he was taken to Mount
Sinai Hospital for emergency treatment,
including treatment for comcussion.
Brooks remained in the hospital, on a
no-visitors basis, for 10 days, one of the
least publicized business maneuvers of
the year. There was no police report on
the incident.

Bill Fugazy apologized profusely

and abjectly for being the first president
of a company ever to swing his attaché
case in anger. The apology was received
coolly, and Bill's job security may be
impaired, If so, he might reread Jack
and the Beanstalk and reflect on how,
against his mother's wishes, Juck sold
the famlly cow for a micss of beans. The
Fugazy equity, represented by 55,000
shares of Tower at $11.25 a share, has
shrunk drastically, Tower was quoted
recently at 84.75 a share on the American
Stock Bxchange and still hovers around
that low price. Bill's personal holding
of Tower shares was worth more than
$250,000 a year ago. Today the shares
have a market value of a little more
than $100,000.

These are sad days for Roy Cohn and
Bill Fugazy. The stock market is treating
them like gnemies. They are being sued.
An insidious pincers mo seems
to be tightening around them.

At the moment Cohn is confronted by
an immediate new trial date for Jack
Fugazy's suit. On October 31 he man-
aged to get a fifth postponement, to
November 8—moving Fugazy's attor-
ney, Joe Monica, to remark: *'Roy Cohn
specializes in delays.” Monica, Jack Fu-
gazy and Fugazy's witnesses had ap-
peared in New York Supreme Court
promptly at 9:30 a.m. for trial. Neither
Cohn nor any other representative of
Featuro Sports showed up until 10:0,
when a Cohn emissary ran in and asked
for postponement. Cohn, it seemed, had
decided he would try the case himself
despite the fact that he would surely be
an important witness, and he was busy
trying another case elsewhere in the
building. Monica objected. The judge
instructed the emissary to tell Cohn
there were other competent lawyers in
his large fiym who could handie the case
and that there was no reasop for fur-
ther delay, At 11:30 Cohn appeared. He
tried a straight plea for postponement
and failed. He raised his volce and ac-
cused the judge of prejudice. That suc-
ceeded, Cohn got a week and a day of
grace.

Old Jack, at 75, is somewhat bewil-
dered by all that has happened since he
agreed ta do his nephew a favor, but he
counts on ultimate vindication in court.
““Cohn i3 hoping to delay this trial long
enough for me to die,” says Old Jack.
“*Well, I won’t. [ will live long enough to
sec my nephew and Roy Cohn get what
they deseyve.” axs
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At the véry time he was transtorming Tower

The Roy Cohn Story
McCarthy Probe’s Star

Builds Business Empire
But He Faces Problems

Lionel in Red; Bus, Boxing
Projects in Legal Snarls;
Personal Fortune Mounts

3 Aides Linked to Las Vegas

By Ep CONY
Btaff Reporter of THE WALL STREET JOURNAL
NEW YORK—Roy Cohn is fighting as furd-
ously today to fend off trouble as he did to
dish It out a decade ago as chief counsel for
the late Sen. McCarthy's investigatl

Universal, Mr. Cohn showed up front and
center in a bitter gourt fight for control of
Fifth Avenue Coach Lines, Inc., which operated
bus lines in New York City and which, like
Lionel, s listed on the New York Btock Ex-
change.

In behall of Harry Weinberg, a Dallas
transit man, Mr. Cohn mounted a slashing
legal attack, Initiating a series of sults againat
the bus company. Nine months later in Feb-
ruary 1962, management ecapliulated to the
Cohn-led forces. Mr. Welnberg became board
chairman of Fifth Avenue Coach and Mr. Cohn

pand two of his associates became direclors.
Befors the year was oult Mr., Cohn had ac-
quired 8,200 shares of Fifth Avenus Coach
£ with a market vajue of over $200,000 as of
f Dec. 21, 1082,
l'm Promotlion
%  During 1960 and 1981 the enterprising Mr.
TCohn was also trying his wings as a boxing
promoter with Bill Fugazy, at the time & close
cfriend. In boxing mnd other businesa activity,
s Mr. Cohn acquired the reputation of a rough,
J tough corporate in-flghter, & man wall able to
take care of himself and exceedingly danger-
g ous to tangle with. Judging by the problems
s!ndng mome of the companies in which he has

In the years aince the McCarthy hearings
brought Mr. Cohn to national prominence at
the age of 25, he has busied himself bullding
a business empire of no mean dimensions. But
a number of his businesa interests now are en-
tangled in legal or financial difficulties.

In 1960, when he was 32, Mr. Cohn became
board chalrman of Lione! Corp., the maker of
children's tralns, other toys and electronic
equipment. Since then he has also been active
in a New York City bus line, a small loan com-
pany, & large national travel agency, insur-
Bnce concerns, & swimming pool company and
the promotion of two Patterson-Johansson
champlonship fights and last fall's Patterson-
Liston match.

If these business ventures are diverse, so
are the backgrounds and talents of some of
the men who have helped Mr, Cohn run them.
Among hls closest associates as he built his
business empire were three men—Paul Hughes,
Willlam Fugazy and Ell Boyer—who have had
major busi relationships with leading Las
Vegas gamblers who operate the Desert Inn,
the Btardust Hotel and their gambling casinns.
Thess same gambl were closely ted
with two Las Vegas enterprises in which Mr.
Cohn himself invested more than §100,000 &
few years ago—but he has since pulled out of
thess ventures.

A Lionel Executive

. Mr. Hughes, currently an Important Lionel
executive, was a co-conspirator In the United
Dye & Chemical Corp. stock fraud trial which
ended earller thisa month, and in 1981 he plead-
ed guilty in another stock fraud case, Mr. Cohn
knew of Mr. Hughes' United Dye involvement
when he brought him into Lionel in 1968 and
lent him §218,000 to buy Lionel stock—a debt
still unpaid. Mr. Cohn made this loan at the

same iime that he and Mr. Boyer, one of his
supporters In efforts td win control of Liomel,,
wers borrowing heavily from Hong Komg and
Panama monsy lenders. =

Mr. Céhn's success as the leader of the
small group which gained control of Lione! in
1859 only whetted his appetite for new corpo-
rate conquests. He was & leading member o
another group which In 1961 took over Towe!
Acceptance Corp., a small loan company with
a listing on the American Stock Exchange.
Under Mr. Cohn's energetic guidance, Tower
Accept soon b a diversified holding
company with a new name: Tower Unlversal
Corp.

1 ted since 1888, it now looks ms if he'll

* need all his toughness, Here's a look at the
varled fortunes of some of Mr. Cohn's past
and current Intereats:

Llonel. In 1960, Mr. Cohn's first full year
with Lionel, the company chalked up earnings

cof $1.1 milion. But in 1061 Lionel lost $2.5
million, and the company has just admitted it

. suffered “‘substantial" losses in 1862, A few

" days ago the company publicly denied what ft

' called ‘'ridiculous rumora' that {t was sbout
to file bankrupiey proceedings. Lionel stock,
which less than two years ago sold as high
as $34 a share, now hovers around $5.

The company has had severa] management
changes, and Ilsa acquisition of electronics
companies under Mr. Cohn's leadership has
not been without problems.

In the three years Mr. Cohn has been board
chalrman, Lionel has had four changes in its
post of “chief execulive officer.” M¢. Cohn
held the job for six months; then Gen. John
B. Medarls was named president and chief
executive officer under a five-year contract;
a year and a half later Gen. Medaris resigned
both posts; Mr, Cohn came on agaln as In-
terim chief executive for three months; then
last July, Melvin Raney became president and
chief executive officer. Mr. Raney had been
general manager of a Lionel subsidiary and
has a reputstion as an able, tough adminis-
trator.

1In 1960 and 1961, Lionel acquired seven com-
panies, with a heavy emphasis an electronics
concerns. It has acknowledged eertain prob-

lems with Ilsa biggest acqulsition, Hathaway:

Inatr Ipc., bought In lats 1981 In ex-
change for Lionel stock with a market value
at the time of over $80 million.

Hathaway consisted of a Denver divison
and four wubsidiaries, Within a year Lionel
had repiaced the president of what had been
Hathawsy's biggest subsidiary, Dale Elec-

Plpase Turn to Page 15, Column 1
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tronies, Inc. Mr. Raney described the move as
“part of & new management setup I'm putling
in" at Dale Electronica. Lionel also has sold
off Hathaway's Denver division and another
former Hathaway subsidiary for less than $4
million.

Hathaway's two remaining subaldiaries
wers combined to form Lionel Pacifie, Inc.
This past year Lionel Pacific wrote off over
$1 mlillion in inventories which, aa Lione] noted,
more than exceeded the parent company's first
half losa of §726,000. Mr. Cohn {s reluctant to
pinpoint the blame for the overstatement of
Inventory on anyone, but he does say of I lonel
Paclfic: "“We've completely changed its man-
agement."

Tower Unlversal. After Mr. Dohn and ms-
soclates bought into Tower A in

porate development,” serves as president of

two Lione] subsidiaries and Is used extensively |

by Mr. Raney as a troubleshooter.

Within two months of his being hired, Mr .

Hughes had so impressed Mr. Cohn and ether
board members that they voted him an option
on 8,000 shares of Lionel stock for '‘valuable
services.” But scarcely four months later, in

April 1960, Mr. Cohn told Lionel stockholders '

these facta about Mr. Hughes at the urging
ol the 8EC: ,

He was involved as a co-conspirator, bul
not as a defendant, in the United Dye & Chem-
fcal stock fraud case then pending againat cer.
tain top officiala of United Dye and against s
group of Las Vegas gamblers who were In on
the conspiracy, which occurred In 1858. An-

April 1881 and began transforming It. the stock
rose on the American Exchange from about
$10 In April to & high of over §14 before the
end of 1b&1.

Ten acquisitions within & year radically
changed the company. It picked up five travel
agencles, two concerns which sell alrplane trip
insurance at alrport vending machines, a
swimming pool bullder, a savings and loan
association In Concordia, Kan., and a small
loan company.

Revenues of the reconstructed company tri-
pled in the year ended Bept. 30, 1082, But per
share profits climbed much more modestly —
from 18 cents to 22 centa. And by late 1942,
Tower atock had sunk to a level of around $5,
where it (s today. Two months ago Mr. Colm
resigned as director and .as chairman of the
execulive committes and sold his 50,000 shares
of Tower atock. He says he was "‘not satiafled
with the performance" of Tower.

Fifth Avenue Cosch. No socner had the
Weinberg-Cohn forces captured control of the
company than they were hit by a strike of bus
drivers. The City of New York then seized the
struck line. Eventually the city will pay for the
property — but the amount lg i dispute before
the courts. The city has appropriated §18 mil-
llon; the Cohn-Welnberg group claims the
selzed property ls worth $80 million. Indications
ars that when the Utigation is settled, the Cohn-
Welnberg group will come out with & profit, but
it seems certain their contro] over the compa-
ny's New York City bus routes (s gone for good.

Mr. Cohn predicts he'll make a conaiderable
profit himself. He says he holds, directly and
indirectly, between 12,000 and 13,000 shares of
Fifth Avenue Coach, at & cost per share of
about §15 to $18. The current price on the New
York Stock Exchange: About §33.

nuh; P:umollon Here Mr. Cohn has found
hi d in litigation with private in-
terests — and also with Uncle Sam.

Mr. Cohn and Bill Fugaxy, who together pro-
moted the Patterson-Johansson fights of 1980
and 1981 under the banner of Feature Sports,
Inc., were sued by Mr. Fugmzy's uncle, Jack
Fugazy, who clalmed he never got the 38%
slice of profits due him under his contract as
executlve dirsctor. Figures lssued by Feature
Sports showed combined earnings on the two
fighta of $101,000. Not so, clalmed Uncle Jack.
Profita really amaunted to $528,000, he contend.
ed. He challenged, In affect, the valldity of cer-
tain expense items of Feature Bports.

In reply, Feature Sports denisd Jack Fu-
gazy's charges and sald Mr. Fugasy conspired
against his nephew and Mr. Cohn and “sought
to remove them from the heavywelght cham-
plonship promotional field.”” A Feature Sporis
affidavit alsg reported ‘‘potantial Uabilities" of
§287,750 from a U.B. Government judgment
against the corporation.

The suit has been settled out of court
on terme both eides describe as "'satlstactory.!’

The Patterson-Liston fight last fall was pro-
moted by Champlonship Sports, a corporation
formed by Mr. Cohn snd Thomas Bolan, his
law partner—without Bill Fugazy. The night
of the fight the Internzl Revenue Bervice
selzed the receipts. The IRS took "every dime
we had," says Mr. Bolan; about §2 million was
involved. A month later the IRS releaned its
hold on abowt $500,000, Mr, Bolan says, but
most of this went to pay oreditors. More re-
cently, the IRE pald Mr. Patterson and Mr.
Liston some $835,000 and parceled out §110,000
to Championship Sports to pay certaln debis
and expenses. Thes IRS still holds about
$500,000.

Calls Selsure “Arbitrary""

Mr. Cohn characlerizes the TR8 selzure as
“‘arbitrary."* It la not Mr. Cohn's tirst skirmish
with 1IR3, however. In June 1960, just before
the Patterson-Johansson tight, Feature Sports
signed an agreement not to send any of Johans-
son's purse out of the country, according to the
IRS. But in August 1860, Feature Sports
did send $100,000 Lo Switzerland for Mr. Johans-
son, the IRB charged. A U.8. District Court
ruled fhis violated the agr t; the decls|
is under appeal.

Despite his troubles with the IRS, Mr. Cohn

Is b t about Champ hip Sports. He pre-
dAita [ will he “hishle neafil dhis ' and he adde

other o plrator not icted In the case:
Al der Guterma, former board chalrman
of United Dye.

Mr. Cohn acknowledges he knew of this
background when he hired Mr. Hughes but
zays he felt Mr., Hughes was just a "‘messen-
ger boy" for Mr. Guterma iIn 1088, when lo
all outward appearances Mr. Guterma was a

table hiial

Whether or not Mr. Hughes was & “measan-
ger boy" in 1858, Mr. Cohn recalls that thres
years later when he first met Mr. Hughes he
was “impressed” and belleved Mr. Hughes waa
just the man Lionel needed to fill & key posi-
tion.

Buch waa the impression Mr. Hughes made
that Mr. Cohn financed the purchase of 14,500
shares of Llonel stock far Mr. Hughes in Octo-
ber 1858. When Mr. Cohn revealed this to Lio-
nel] stockholders in April 1080, Mr. Hughes owed
him $218,00 for the stock in an "“agreement not
yet reduced to writing." Though the debt re-
mains unpald, sccording to Mr. Cohn, Mr,
Hughes has been paying intereat on the note.

The loan appears generous inasmuch as Mr.
Cohn borrowed heavily that same month from
money lenders to finanes his own purchass of
Lionel stock. By April 1880, Mr. Cohn and two
of his sssociates in the Lionel takeover were

_Laxe

decl
auth
llon
bulldl

over §800,000 In debt to Hong Kong and P
money lenders. This debt now has been pald In
full, Mr. Cohn says.

Hughes Plesds Gullty

In April 1961 Mr. Hughes pleaded gullly to
conspiring to commit fraud in another stock
case. Indicted along with im were Mr, Guter-
ma and Ben Jack Cage, & notorious fugitive
who fled to Brazll to escape prosecution for
stock fraud. Mr. Cohn dismisses this offense
of Mr. Hughes' as "fust a misdemeanor.’” Actu-
ally, it is & felony punishable by up to five
years In prison and & $10,000 fine. Mr. Hughes
has not yet besn sentenced.

Mr. Cohn cites Mr. Hughes' cooperation witb
the Government in the United Dye lrill which
ended with 15 defendants either g gulity
or being found guilty by the jury Mr, l-l‘l."hu
testimony, as a key Gavernment wilneas, indl-
.cates he was more than "'s messenger boy.” He
sald he did publicity work for United Dys, in-
cluding the preparation of what the Govern-
ment called "tout memoa." The government
said they were used in “boller rooma"” by high
pressure saleamen to dupe the public Into buy-
ing United Dye stock at Inflated prices.

Mr. Hughes' testimony also shows he bought group

United Dye stock on the New York Btock Px-
change, at Mr. Guumandlruum. in order’ to
rig the market in the stock.

He unxivmeqm:mﬂ:mwwm
waa president, at §15,000 a Year, of Diversified
01l & Mining Corp., owned principally by Bam-
uel Garfleld and Irving Pasternak, hoth closaly
rdentified with Nevada's bl

Universal's travel bureau subsidiary.

In announcing the merger, Tower's public
relations agency sent out & lengthy news re-
lease pralsing the Fugazy travel agency. The|
release told of the close business connection |)
between Mr. Fugazy and the Desert Inn-Star- |,
dust group: 1

“Fugnazy signed a pact In 1857 with United | -
Hotel Corp., owners and operators of several
prime hotel propertles, including the Desart
Inn and Stardust Hotel In Las Vegas. In ex-

hange for the pr of {ts hotels and act-

ing as its local representative, United agreed
to share the cost of opening and operating a
number ol new Fugazy offices, Since 1887, the
agreement has resulted in the inception of new
Fugary offices in Philadelphia, Chicago, Dal-
las. Beverly Hllis_and Ban Franciaco.

“Fugaxy's Beverly Hills office, in operation
only thres years, ls already the largest hotal
reservation office In the country, an
average 10,000 raservations per month for
United's Btardust Hotsl alone." :

Mr. Boyer, a leading membar of the Cohn
which took over Lionel in 1850, s the
umwnormna-m]mmaumt i

He also is & partner, along with Moe Dalits,’
In A & M Enterprises. And he ls a director. 'of
Lag Vegas Bow), Incy alorg with Mr.
end Mr. Roen. Moe Dallts Is president of
Vegas Bowl, which has a gambling lcense for
slot machines in Its bowling alley. Mr. Boyer|®
also has & §10,000 investmant in the business.

The testimony of Mr. Hulhu and omtrl in-
dicated that Diversitied Oil & Mining waas used
by Garfleld, Pasternak and Guterma to siphon
millions of dollars out of United Dye and into
thelr own pockets. Mr. Cohn says he knew
Mr. Hughes had besn president of Diversified
Oll & Mining when he first hired him, but he
dismisses Mr. Hughes' role there: “Hes was
just & figurehead."

Oohn Loyslly Unshakea

There has been dlscussion in Lionel board
meetings In the past gbout the wisdom of re-
taining Mr. Hughes. Byt Mr. Cobn's loyalty
to Mr. Hughes remains unshaken. I waa im-
pressed when I flest met him, and I am Im-

today," he says.

Along with Mr. Garfield and Mr. Pasternak,
Allard Roen, n Las Vegas gambling flgure,
pleaded guilty to’ the United Dye conspiracy
which Mr. Hughes testifled he participated In.
Mr. Roen is executive vice president of United
Renort Hotels Corp., which operates the Desert
Inn and the Stardust; he la aleo an officer of
Karat, Inc., which runs the Stardust's caxino,
and of another company which runs the Desert
Inn's gambling concesslon. In the Unitad Dye
trinl, the Government sald Mr. Roen was &
“protege and partner' of Mr. Garfleld and
Mr. Pasternak.

Ell Boyer and Bill Fugazy also have had
business relationships with the group wha op-
erate the Desert Inn, the Stardust and thelr

casinos. Besidea Mr. Roen, who s awalting

FAVORITE SCOTCH
OF THE HOUS"
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where it is today. Two months ago Mr. Cohn
resigned as director and .as chairman of the
sxecutive committes and sold his 50,000 shares
of Tower stock. He says he was “not satistied
with the performance’ of Tower.

Fifth Avenus Oosch. No sooner had the
Welnberg-Cohn forces captured control of the
company than they were hit by a strike of bus
drivers. The City of New York then seized the
strgck line. Eventually the city will pay for the
property — but the amount la in dispute before
the courts. The city has appropriated §18 mil-
lion: the Cohn-Weinberg group claims ths
salsed property ls worth $80 million. Indications
are that when the litigation is settled, the Cohn-
Welnberg group will comes out with a profit, but
It seems certain thelr control over the compa-
ny’s New York City bus routes Is gone for good.

- Mr. Cohn ts he'll make a congiderable
profit himself. He says he holds, directly and
indirectly, between 12,000 and 12,000 shares of
Fifth Avenue Coach, at a cost per share of
about $16 to §18. The current price on the New
York Stock Exchange: About §28.

Boxing Promotion. Hers Mr. Cohn has found
himsel! entangled in litigation with private in-
terests — and also with Uncle 8am.

Mr. Cohn and Bill Fugazy, who together pro-
moted the Patterson-Johansson fights of 1960
and 1981 under the banner of Feature Bports,
Inc., were susd by Mr. Fugasy's uncle, Jack

, who claimed he never got the 2%%
slica of profits dus him under his contract as
executive director. Figurea lssued by Feature
Bports showed bined Ings on the two
fights of $191,000, Not mso, claimed Uncle Jack.

really amounted to $529,000, he contend-
ed. He challenged, (n effect, the valldity of cer-
tain expense items of Featurs Bports.

In reply, Feature Sports denled Jack Fu-
gusy's charges and sald Mr. Fugasy consplred
agaipgt his nephew and Mr. Cohn and “‘squght
to remove them from the hasavywelght cham-

. plonahip promotional fleld.” A Feature Bports
affidavit also reported “potentlal Habllities” of
$287,750 from & U.B. Government judgment
aguinst the corporation.

The suit has been settied out of court
on terms both sides describe as “‘satisf el

shires ol Ldoiics stuce Lol sl Llupntes b Wk
ber 1969. When Mr. Cohn revealed this to Lio-
nel stockholders in April 1980, Mr. Hughes owed
him $218,00 for the stock in an “agresment not
yst reduced to writing.” Though the debt re-
mains unpaid, sccording to Mr. Cohn, Mr.
Hughes has been paying intersst on the note.
The loan appears generous inasmuch as Mr.
Cohn borrowed heavily that same month from
muneylmdentoﬂ:umhumpwehueut
Lionel stock. By April 1980, Mr. Cohn and two
of his associates in the Lionel takeover were

over $900,000 in debt to Hong Kong and F
money lenders. This debt now has been paid in
full, Mr. Cohn says.
Hughes Pleads Guilty

In April 1961 Mr. Hughes pleaded gulity to
conapiring to commit fraud in another stock
case. Indlcted along with him were Mr. Guter-
ma and Ben Jack Cage, a hotorious fugitive
who fled lo Brazil to escaps prosecution for
stock fraud. Mr. Cohn dismiasses this offense
of Mr. Hughes' as “just a misdemeanor.” Actu-
ally, it is & telony punishable by up to five
years In prison and a $10,000 fine. Mr. Hughes
has not yet been sentenced.

Mr. Cohn cites Mr. Hughea' cooperation with
the Government in the United Dye trial, which
ended with 15 defend either pleading gulity

Universal's travel bureau subsidiary.

In announcing the merger, Tower's public
relations mgency sent out a lengthy newa re-
lease praising the Fugasy travel agency. The
releass told of the close business connection
between Mr. Fugs:y and the Desert Inn-Btar-
dust group:

“Fugazy signed a pact in 1957 with United
Hotsl Corp., owners and operators of several
prime hotel properties, Including the Desert
Inn and Stardust Hotel In Las Vegas. In ex-

hange for the pr tion of Its hotels and act-
ing as its local represantative, United agreed
to share the cost of opening and operating a
number of new Fugazy offices. Bince 1837, the

or belng found guilty by the jury. Mr. Hughes'
testimony, as a key Government witness, Indl-

.cates he was more than '8 messenger boy.” He

sald he did publlcity work for United Dys, in-
cluding the preparation of what the Govern-
ment called “tout " The go t
sald they were used in “boiler rooms™ by high
pressure salesmen to dups the public into buy-
ing United Dye stock at inflated pricea.

Mr. Hughes' testimony also shows he bought
United Dye stock on the New York Btock Ex-
change, at Mr. Guterma's direstion, in order’ to
rig the market in the stock.

He alsq réysaled that frig, 1056 o 15068 he
was president, at $15,000 a year, of Diversified
Ol & Mining Corp., owned principally by Sam-
uel Gartield and Irving Pasternak, both closely
rdentified with Nevada's gambling industry.

BT t has resulted in the incep of new
Fugasy offices in Philadelphia, Chicago, Dal-
las, Beverly Hllls_and Ban Francisco.

“Fuguzy's Beverly Hills office, ln operation
only three years, ls already the largest hotel
resarvation office in the country, handling an
average 10,000 reservations per month for
Unijted's Stardust Hotel alope."

Mr. Boyer, a leading member of the Cohn
group which look over Lionel in 1888, ls the
suditor for the Desert Inn and Btardust.

He also la & partner, along with Mos Dalits,
in A & M Enterprises. And he 1s a director of
Lag Vegas Bowl, Inc., along with Mr. lnwut:
and Mr. Roen. Moe Dalits s president of
Vegas Bowl, which has a gambling license for
alot machines in Its bowling alley. “Mr. Boyer
also has & $10,000 investment in the businesa.

The testimony of Mr. Hughea and others in-
dicated that Diversified Oll & Mining was used

y.
The Patterson-Liston fight last fall was p
moted by Championshlp 8Sports, a corporation
formed by Mr. Cohn and Thomas Bolan, his
law partner—without Bill Fugasy. The night
of the fight the Internal Revenue Bervice
selsed the receipts. The IRS took “'svery dime
we had,' says Mr. Bolan; about $2 million was
involved. A month later the IRS released its
hold on about $500,000, Mr. Bolan says, but
most of this went to pay creditors. More re-
cently, the TR8 pald Mr. Patterson and Mr.
Ligton some $835,000 and parceled out $110,000
to Championship Bporta to pay certaln debts
and expenses. The IRS still holds about

$500,000.

Calls Selzure “Arbitrary"

. Mr. Cohn characlerizes the IRB selsure na
“arbitrary. It is not Mr. Cohn's first skirmish
with IR8, however. In June 1080, just before
the Patterson-Johanason fight, Feature Sports
signed an agreement not to send any of Joh

by G Past k and Gulerma to slphon
milllons of dollars out of United Dys and Into
their own pockets. Mr. Cohn says he knew
Mr. Hughes had been president of Diversified
Oll & Mining when he first hired him, but he
dismisses Mr. Hughes' role there: '"He was
just a figurehead.'
Cohn Loyaity Unshaken

There has been discussion in Lionel board
meetings in the past about the wisdom of re-
taining Mr. Hughes. But Mr. Cohn's loyaity
to Mr. Hughes remains unshaken. ‘I was im-
pressed when I first met him, and I am im-
pressad today,” he says.

Along with Mr. Garfield and Mr. Pasternak.
Allard Roen, & Las Vegas gambling figure,
pleaded gulity to the United Dye conspiracy

FAVORITE SCOTCH
OF THE HOUS"

which Mr. Hughes testifled he participated In.
Mr. Roen is executive vice president of United
Resort Hotels Corp., which operates the Desert
Inn and the Stardust; he ls also an officer of
Karat, Inc., which runs the Stardust's casino,

son's purse out of the country, according to the
IRS. But In August 1960, Feature Sporta
did send §100,000 to Bwitzerland for Mr. Johans-
son, the IRS charged. A U.8. District Court
ruled fhis violated the ag i the decis!
{s under appeal.

Despite his troubles with the IRS, Mr. Cohn
s buoyant about Championship B;ﬂﬂ.l. He pre-
dicts it will be “'highiy profitable,”” and he adds
with a grin: "It's almost worth all the head-
aches — almost but not quite.”

Roy Marcus Cohn may be beset by varied
problems, but he has preat talents to bring to
bear on them. He raced through Columbla Unl-
versity's undergraduate and law schools so
quickly — In just three-and-a-half years — that
he was only 20 when he finighed, forcing him to
wail & year unti} he was 21 befors he could take
the New York bar exams. Atter he left the Gov-
ernment in 1954 and before he launched his
business career five years later, he prospered
in privats law praclice In New York City,
where he still retains his practice as a partner
of Baxe, Bacon & O'Shes. His net worth has
risen remarkably in recent years—from an es-
timated $100,000 In 1858 to well over $2 million
today.

Mr. Cohn credits his law practice for most
of his wealth. ""We rep three uni i
and s lot of large corporations,” he says. He
adds the firm has doubled in size “in the last
couple of years."

Busy Executive

What are the poasible sources of Mr, Cohn's
current troubles in corporate affairs? One man
~who has watched Mr. Cohn operste while
serving as a director in one of his companies
offers this aopinion: "‘Roy's much too Im-
patient. As soon as one deal |s consummated,
he wants to move on to another.”

One solution, of course. for an executive
oo busy or impatient to be concerned with
detalls 1s to pick top aldes skilltul at running
the day-to-day affsirs of a company. At
Lionel, one of Mr. Cohn's proteges ls Paul
Hughes, the young man who has been in trou.
bl with the law and who has been assoclated
with the Las Vegas gamblers.

Mr. Cohn brought Mr. Hughes into Lionel
with him In the fall of 1869 when the Cobn
group took over. Only 31 at the time, Mr.
Hughes became '‘sxecutive assistant for ad-
ministration,” at a salary of $24,000 a year.
Today he carries the title “director of cor-

and of th pany which runs the Desert
Inn's gambling concesslon. In the United Dye
trial, the Government sald Mr. Roen was a
“protege and partner” of Mr. Garfield and
Mr. Pasternak.

Ell Boyer and Bill Fugazy also have had
business relationships with the group who op-
erats the Desert Inn, the Btardust and their
casinos. Besides Mr. Roen, who is awalting
sentence In the United Dye case, top figures
in the group running tbe two hotels and the
casinos include Morris H. (Moe) Dalitz and
Morris Klelnman. Both ware described in the
1951 Kefauver crime hearings by Alvin Sutton,
then Cleveland Director of Public Bafety, as
among the tive men “at the helm of the board
of directors” of Cleveland's bootlegging gang
organization during the Prohibition era.

In responss to a question, Mr. Bulton sald
Mr. Dalitz had no criminal record and Mr.
HKlelnman had only one conviction, on an in-
coms tax charge In 1941,

Mr. Cohn iInvested in Desert Inn Asso-
clates. a partnership which offersd $3 million
of “participations” In 1958, Mr. Cohn bought
the minimum partcipation—$25,000—and sub-
sequerkly sold out st & capital gain." Desert
Inn Associates owns the Dasert Inn and leases
it to United Resort Hotals.

Real Estale Syndicatioa

His investment came about only because
it was "a syndleation™ put together by a New
York friend, who is a leading real estate
syndicator, says Mr. Cohn. "I don't think the
Desert Inn people know 1 ever had it" (the
investment), he adds. Mr. Cohn does say he
knows some of the Desert Inn group, including
Moe Dalits.

Mr. Cohn also says he put $76,000 into a
partnership known as A & M Enterprises. He
says he was part of & syndicated group "'of
about 20 people’’ who formed the partnership
to put up = private hospital In Las Vegas
called Bunrise Hospital. He sold oul because
“'the operation wasn't golng right.”” Records in
Las Vegas show that among the A & M Enter-
prises partners were Mr. Dalitz, Mr. Roen and
Eli Boyer. Mr. Cohn says he got Into the ven-
ture through two other A & M partners, Irwin
Molasky and Mervin Adelson.

In November 1961, a few months after Mr.
Cohn acquired his interest in Tower Universal,
Tower acquired Fugaszy Travel Bureaus, Inc.,
a company owned by the Fugaxy family and
run by Mr. Cohn's co-promotsr, Blll Fugaxy.

Mr. Fugazy then becams presaident of Tower




On September 25 Chicago will be the
scene of a heavyweight champion-
ship fight between the incumbent, Floyd
Putterson, and his challenger, Sonny Lis-
ton. If form means anything, Chicago
also will be the scene of more confusion
than the Honorable Richard ). Daley,
mayor, has ever experienced. To be sure,
a heavywelght championship fight al
ways tends to be a somewhat tumuliu-
ous and disorganized affair. But this one
curries a built-in guarantee of confu-
sion: it is promoted by Championship
Sports, Inc., an outfit that specializes in
promotional bediam. It is no simple task
even to determine who is Championship
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Sports, Inc. Subject to hourly change,
substitution and correction, the dramalis
personae in CSI appear to be:

Tom Bolan, 18, 4 tight-lipped partner
in Roy Cohn's law firm and the presi-
dent of CSI.

Al Bolan, 33, Tom’s **nice guy” broth-
er, Brooklyn-bred sports editor of the
Greenpuvinl Star, a neighborhood week-
ly. New to the big money, well-meaning,
but p d. Vice-presid and
general manager of CSI.

Roy Cohn, 35, onetime boy gumshoe
for the late Senator Joe McCarthy, now
a Wall Street lawyer and budding in-
dustrialist (Lionel Corporation). Umtil

recently, Cohn has been too busy Ritting
from one thing to another to bother with
CSI on a daily basis.

Bill Fugazy, 37, Cohn's buddy. In the
travel business. May or may not have
an interest in CSl—it depends on who's
talking. If it"s Fugazy, the answer is yes.
If his associates, no.

The involved history of this merry
band dates back to the fall of 1959 when
Cohn and Fugazy took over an outfit
called Feature Sports, the main chunk
of debris remaindered from the Bill Ros-

pr ional debacle. Neither
of them knew anything about boxing,

so Bill’s uncle, Humbert (Jack) Fugazy,




Champlonship Sports, Inc., born Feature Sports, has earned the name
because of the blunders it has made In promoting title fights around
the country. This fall CS! will get a whack at the city of Chicago

g respected boxing i rded
by Cus D'Amato, Patterson's manager,
was made the promoter. Tom Bolan be-
came lreasurer. .
Uncle Jack was slowly eased 10 one
side by his nephew and Cohn, and the
second Patterson-Johansson fight at the
Polo Grounds in New York almost lit-
crally turned into a riot, The growd to-
taled 50,000, but only 32,000 ha id
to get in. The were gale crashers.
Spectators adopled a first-come, first-sit
policy, with squatter’s rights paramount.
Many with 5100 tickets couldn't see th
ght because of the glut in the aisles.
Although Uncle Jack and Ned Brown,

another respected boxing figure, who was
handling publicity, had .warped that
extry guards would be necessary, their
warpings were disregarded. When the

, whole mess was over, Bill Fugazy airily

i blamed the police. **The cops’ fault,”
he announced. To which Police Com-
missioner Steve Kennedy retorted, “The
police function is to enforce public law
for the protection of all the public and
not to assist fight promoters who chisel
on expenses.”

Med Brown, who left Feature Sports
after the fight, has expressed an inten-
tion to sue. | wasn't paid what 1 was
promised,” he says, “"and they didn't pay,
the expenses guarunteed 1o me.” Brown
who is 79 years old, says, ""Overthe years
I've never had an experience like this."

With ill will festering in New York,
Feature Sports sought a new site for
the third and final Patierson-Johansson
fight. In July of 1960 Bill Fugazy an-
nounced that the fight would be held in
Los Angeles Coliseum on November 1,
and said he expected a million-dollar
gate. The fight was held in Miami Beach
in March 1961, and it grossed a live gate
of about $500,000.

What happened in Miami Beach was
more preposterous than what had trans-
spired in New York. Saysa Miami sports-
writer: " The promotion was one massive
blunder.” Cohn, Fugazy and Tom Bo-
lan were coldly formal, They seemed to
take the attitude that they needed no
help from the locals. Only Al Bolan,
brought in as general manager, put him-
sell out. "*What do you know about
boxing?"* Bill Fugazy demanded of one
boxing commissioner. **You're just in
the whisky business.” This prompted one
columnist to write that Fugazy's father
*“should take his offspring to the wood-
shed and, with an old-fashioned belt,
teach his brat some manners.”

The daily ticket-sale announcements
were wildly imaginative. The ticket of-
fice repeatedly issued erroneous stale-
ments as to how much would be in the
till. One day it would be several hundred
thousand dollars, the next day half that.
The seating plun kepl changing with

by ROBERT H. BOVLE

the advance-sale announcements, and
anyone who bought a ticket had no idea
of where he’d wind up sitting. Three
hours before the fight, the promoters
panicked. Seats in six S100 locations
were restamped $20—on the back. All
the time this was going on, Bill Fugazy
was denying it was happening,

Scilpers quickly tumbled to the move.
They began paying 520 for $100 tickets
inside, then moved outside where they
flashed the 3100 side and unloaded them
for the bargain price of $30. Of course,
customers who had paid $100 weren't
overjoyed when they found themselves
flanked by latecomers who had spent
only $20 or even $30.

’n the spring of I46I Feature Sports
was replaced by a new organization,
Championship Sports, Inc. Basically it
contained the same cast of characters
a3 Feature Sports, but_the Bolan broth-

ers, whom Floyd Pallerﬁ_!_‘_rfliil-:_:nmvcd
up front, and Cohn und Fugazy slid
back into the shadows.

le Jack Fu-
gazy_was_made “director_of boxing

activities” and was informed Tn July -

he would receive no pay. A_month

lates hg filed suit against Feature Sports,

hew. Blic-COR" 3 Tom Botan
for more than $130; C Sdys Wi
due him from the two Palterson-Jo-
hansson fights. “"Roy Cohn, Bill Fu-
gazy, Tom Bolan, they are the three
principals,” Uncle Jack says with feel-
ing. *'1"d ask them [for the money], and
they'd say, 'Next week." But next week
never arrived. Probably they feel that if
they don’t pay anyone, you'll pass away.
They probably feel that way about me.
[Uncle Jack is 75.] But I'm in much
better health than they think. I'm willing
to take all three in the ring and beat
their heads off.”

Uncle Jack does not try to restrain his
anger toward his nephew and Cohn.
“You never met two people,” he says,
“*who, according to their talk, control
the universe. They know who to put
their hands on. But when they need
something, they come crawling. It makes
me sick when | talk about them. Not

conilnued
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one of them knows a thing about boxing.
They have done more to kill boxing than
all the mobsters put together."”

Also suing Feature Sporis is Eri
SchoepprEf, The_German Light heevy-
T whose title boul against Archie
Moore was canceled. In turm Feature
Sports bl Moorp for the i
tion and is suing him,

With the Bolans out in front, Cham-
pionship Sporis has not improved on
Feature Sports’ tendency to blunder.
First Tom Bolan announced that Pat-
terson's next opponent would be either
Henry Cooper of England or Eddie
Machen. After Bolan called that one
wrong, Bill Fugazy showed up in Europe
proclaiming, first from Geneva, then
from Rome, that he had matched Jo-
hansson with Sonny Liston. Tom Bolan
next announced that Patterson would
fight Tom McNecley in Boston in the fall
of 1961. The fight was first scheduled for
September, then “‘definitely” October 23
and finally November 13. As it turned
out, Bolan was one-third right. Patter-
son fought McNeeley in Toronto in
December.

Thc promotion was not exactly a
screaming success. For onc thing,
Toronto didn't like being used as a
dumping ground for Boston. For anoth-
er, McNeeley continued to train in Bos-
ton, thereby minimizing the opportuni-
ties for giving the fight a littke hoopla.
(Of course, there are those who say that
if Toronto fans had seen McNeeley train
in person the gate would have been even
smaller.) And, finally, CSI brightly
picked December 4 as the date for the
fight, expecting 1o capitalize on the huge
crowd that had jammed into Toronto
for the annual Grey Cup pro football
game. The only trouble was that at Grey
Cup time Canadians don't care about
anything but football, They couldn't be
bothered il Alaska declared war. As a
result, the fight drew a mere 7,813 fans
and a live gate of $106,740.

CSI's latest miscue occurred recently
when it prematurely announced that the
Liston-Patterson fight was set for New
York. The announcement came before
Liston had even applied for a license,
and when the New York commission
turned Liston down because of his du-
bious record, CS1 was hooked. Thus Chi-
cago, which is even touchier than Toron-
to about hand-me-downs, gets what New
York rejected,

conwed

3


https://ACCURACY.No
https://DISTANCE.No

CHAOS, INC. ;omiimed

Bul il the visible activities of Cham-
pionship Sports are perplexing, the
internal affairs of the corporation are
flabbergasting. It is as il everyone had
agreed not to agree with anyone clse,
Al Bolan says he has a 15% stock in-
teresi; ha:

. Al says Roy Cohn will not be ac-
tively involved with the fight. Cohn, al-
!mdy atwitter at press conferences, says,

*1 have a very active interest in il.
Cohn says Al's job is merely to
after “'the day-to-day details.” Al sa
“I'm the promoter of the fight.”" Ac-
cording to Tom, Cohn owns 509, of the
stock (Al thought Cohn owned about
337%). Al says Bill Fugazy has nothing
to do with CS!. Fugazy runs around
saying he has a piece of CSI. The only
certainty appears to be that he has, by
his own admission, no official voice in
CSl—lor the moment, anyway. In a
recent interview with Sid Ziff of the Los
Angeles Times, Fugazy told why he was
inactive. **A lot of the big companies |
did business with frowned on my affili-
ation with boxing,” he said. *'] like the
fight game. Maybe | should have made
the sacrifice and remained active in it.
Boxing needs sincere, respeciable, sub-
stantial business people in it. But 1 fig-
ured | couldn’t jeopardize my position
in it by remaining active.”

Dﬂpile Fugazy's assertion that he has
# substantial interest in CSI, pal
Cohn denies Bill has any intercst at all.
In fact, Cohn denies Bill ever bad any in-
terest in CSI. (But last June, Tom Bolan
announced that Fugazy had relinquished
his interest in CSI. Fugazy immediately
denied this, saying, 'l have not sold my
Interest in Championship Sports and
huve no intention of doing so0." Tom
didn't clarify matters by then saying,
“There is some misunderstanding on
Bill’s part. It is my understanding he
has relinquished his interest.”™) Asked if
there is a chance Bill might wind up in
C51. Cohn says, “"Always a possibility.”

What will happen to Chicago when
this magpie’s nest is set down there in
Sepiember remains 1o be seen. Chicago
is o tough town with a strong instinct
for sell-preservation—it is built on the
ashes of the great fire of 1871, and it has
survived Billy Sunday, Al Capone and
the Chicago Cubs’ rotating coach sys-
tem. This long experience with adversity
certainly will be of value when Cohn &
Co. blow into town. anD
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The comments offered im the press by some columnists and editers ia

Draft

recent days regarding the actiem of the Imtermal Revenus Ssrvice ia cemasctiom
with tis Pattersea-Listem fight iadicates that tha writers may met have beem
aware of all of the svailable fasts im the case.

The actien takem by Intermal Revemue cawe after full aad careful com-
sideration of facts sad data that vere assembled sad esmly after we determimed
that this was the only appareat way te protest the revenus -- for which the
law makes us respemsible.

The basic sectiem of the law uander which we acted (Imtermal Revemue
Cede, Sec. 8831) provides that {f we fimd "'that a taxpayer desigme quickly
to depart from the Unitsd States or to remove his preperty therefrem, eor te
conceal himgelf ox his property thereim, or to de smy other act teadimg to
prejudice or to remder whelly or partly imeffectusl preceedings te cellect
the imcome tax for the curremt or the preceding taxable year umless such
proceedings be brought witheut delay, the Secretary or his dslegate shall
declre the tsuasble period for such tampayer immedistely terminated, amd shall
cause notice of such fimding sad declarvatien to be givea the taxpayer, together
with a demsnd for immediste payment of the tax fer the tamable period so
declared terminated and of the tax for the precedimg tamable year eor so much
of sueb tax as is wapaid, whether or not the time otherwise allowed by lsw
for filimg return and paying the tax has expired; amd such taxes shall
thereupon become immedistely due and payable - - "

Our actiem, thavefere, had to be based on substamtial imdicstiom that the
tax might be im joop_u'dy. wers ve teo await mormal returns filimg and paymeat.
To clarify some of the apparemt miscencepticms that have arisem, 1 believe

it 1s appropriate to describe some of the imdicaters which influemced our
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decision. I can omly discuss those items of imformation which are alresdy
in the public record -- disclosure of the remaimder is prohibited by law,
for the taxpayer's protectiea.

As you kmnow a very substantial smount of inceme was involved iam the
fight premstion; it was estimated ia press statememts at over $6 milliem.
This in iteelf, of course, is not secessarily a facter. Mamy corporatioms
have incomes cemsideradbly in excess of this amount, yet we feesl no need to
resort to special cellectiomn actiem. HNowever, whem you add to this the
fact that whem productiem of income, as im this case is sporadic, speecial
finsncial arrangements are made by the principals imvolved with regard to
procoeds, and multiple corporates entities are established which appear to have
no cogtimuing operatimg ebjectives, the damger of diversiom of proceeds aad
consequent loss of governmemt revanue imcreases.

I can make this statememt based on past experience with premotiems eof this
type. lLet us take the case of Feature Sperts, Inc. which premsted the second
aad third Pattersem-Johammsem fights. It is a matter of public record that
the promotors shipped § to a bamk ia Switserland as an advamce on
Johsnmsen's purse and sacillaery rights. This was done without metifyisg
Intermal Revemue despite the fsct that the promoters were fully aware of our
examination that was im process. More specifically, the U. 8. Bistrict
Court for the Southeran District of Florida ruled om December 13, 1961, that
$100,000 of this smount had been shipped on August 2, 1960 im express
violatien of agreement made with Intermal Revemue oa Jume 20 and July 7, 1960.
Witheut belaboriag this inmstamce, the fect remains that we have an assesssment
eof § against Johamasom and our problems and cests to collect this
amount has been imeressed substantially by the shipmeat of momies outside the

coumtry.
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Now we coms te the Pattersea-Listea fight, premeoted by Champiecmship
Spezts, Ianc., of which coinsidemtally, a number of the top efficers are
the same as of Feature Sperts, Inc. I wight memtiom at this peimt that the
latter corperatisa mow appesrs te be sut of business for eperatimg pur-~
poses. It is mo lemger at the address we have for it amd, te our kmowledge,
is wo lomger fumctieomimg. Yot at the same time its tax status om ths
Johanmsen fight kprometisms 1» net yet reselved.

As the Pattersom-Listem fight appreached, leots of infermatien appeared
in the press adeut fimsmcial arramgemenmts, incluwding a deferved paymsnt plam
on which Iaternal Revenue has net been asked for an advance rulimg as to its
validity for tax purposes.

A few deys bafere the fight, Intermal Reveans lesrmed that the premeting
entity had been imserperated im seversl states with no clear picture of
vhich corperation would be liable for the tax.

At the same time a check of our file imdicated no record of estimated
iaceme tax returms havimg sver been filed by either Feature Sperts, m..—‘
Champisnship Bperts, Inc. Now the law requires estimated tax returms by
cerporations for curremt years whem the amticipated Caxable incoms will exceed
$100,000. Om fights where the preceeds rum inteo millieme it appeared
ressemable te expect that taxable imcoms weuld exceed $100,000. Both corpera-
tioms, teo, have 2 histery of requesting extemsioms om the filimg ef their
regular imcome tax returms. Difficulties have alse been rua imte im the peast,
in trying to ebtaia adequate books and records from Feature Sperts, Inc. Add
te this, the fact that ome of the Champienship Sports cerporatiens had slready
besa dissolved, smd we deo net yet have an imsems tax retura frem it.



do

With this imfermation end ether facts which the law forbids me to
discless and the past condust of the primsipals im the premetinmg of corpera-
tiens it becames evideat to us that we meeded a prompt acesunting of fight
precseds im order te protect the revemue. This, no more amd no less, was
the purpess of eour liea and levy actioms.

By estimating incoms and deductiecms and making an immediate assessment
as thc' law prescribes, we have made it mecessary for the prometors to furaish
us s prempt accoumtisg, whils tyimg up funds so that they canmot be diverted
until the proper tax is determinmed and paid. Undoubtedly, our assessment is
high simnce vhan we made it, we prebably did met bave cemplete imformatica
oa sxpenses of the promoters. Aay excess womies, of course, is subjest te
refund vhea the trus tax is determimed.

I would like to emphasise that imcomvemiemce to cutside parties has
been at a minimum umder the circumstances. Our levies served oa the theater
carrying the TV-shewing, feor example, covered emly the percesmtasge of precesds
that they would pass om te the spemsors. The fighters amd others comserned
had beem at least partially paid frem the advames proceeds of the fight,

disbursed prier te ocur actisa. Alse, arrangememts ::..:::'M made te

release sufficient meneys te pay various erediters of the prometimg corpora-
tiems.

To sum up eur astiem, I cam say mest emphatically that we proceaded after
resthing the cenclusiom that this was eur emly altermstive umder the law which
makes us respousible for pretectiag the revenus. Far from beimg arbitrarxy
or capricious, osr decisiem to act, which was mot reached umtil 24 hours

bafore the fight, ceme after days of careful study and deliberatiem.


https://ru,...1i

Ve acted specifically ae the law suthorises us amd with mo svoidamce
of “dus process”. Allegatioms that our actiem assumes guilt umtil ismocence
is provea ave without foumdatiem. This was mo crimimsd setioam we toek;
there was no questiem of guilt or immeoceace imvolved., It was simply a
civil actiom to force an accoumting.

In sdministering our complex tax system, ve need to be guided by the
principle of fairmess to all of ocur taxpayers. We cam hardly comsider
it fair administratiom i{f we doa't do what the law authorizes to reduce
oppertunities, on the part of seme, to divert tax moneys at the expense of

the great multitude which pays its proper share on a timely basis.

Siacerely,

Hort imer M. Caplim
Ceamisaioney
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