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The meeting was called to order at 8:10 a.m. Senator Close was in
the Chair.

PRESENT: Senator Close

ABSENT:

SB 346

§ Form 63

Senator Hernstadt
Senator Dodge
Senator Raggio
Senator Sloan

Senator Don Ashworth, excused
Senator Ford, excused

Defines crime of commercial bribery and provides penalty.

Pete Kelly, representing the Nevada Retail Association stated,
he had with him John Andrew, Regional Counsel for the
Association and also for J.C. Penny Company, who would testify
on the bill.

John Andrew stated he is here to support the bill, but also
to urge an amendment. He stated there are statutes that
cover most areas of bribery, generally, but none that cover
the practice of bribery in the commercial sector. He passed
out a packet of material to the Committee, which he felt
would illustrate a need for legislation of this sort (see
Attachments A thru N). The first page is a brief statement
as to what the Association perceives to be a need. There
are several newspaper articles from the past year which
illustrate the need fairly well. There are also the New
York and Arizona statutes as they now exist (attachments

_L and M). The last sheet is the amendment that is proposed
(see attachment N). The amendment would cover the employee
who receives or solicites the bribe, and would make it a
misdemeanor. This would conform it to the present language
in this bill.

Senator Hernstadt asked if a dollar amount could be placed on
this, perhaps over $1,000. There could be a guy that went
to MacDonalds for a $3.00 lunch.

Mr. Andrew stated he would not want a dollar limit only. It
should be combined with corrupt intent or something of that
nature. There are industries where entertainment comes to
mind. There is a great deal of gift giving back and forth
which is not corrupt but a practice of the trade.

Senator Dodge stated he felt the language should be such that
it reachs specifically, the fellow works adversely against
the employer, under the influence. He also stated that there
isn't something in the general bribery statutes to cover this
situation. They are all specific type bribes as Mr. Andrew
was talking about.

Senator Sloan stated he felt that what they were trying to
get at was the kick-back. So the language should address that.

(Commlittee Minutes)
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Senator Close stated he liked the language in the Arizona
law. This brings out the fact that an agreement has been
made and goes far beyond just the lunch.

Senator Dodge stated this language was also in the New
York statute.

Senator Raggio asked what about the tradesman that is hand-
ling a good national product and wants to keep his line.

A second fellow comes along and wants to get this account.
The first guy then takes the buyer and his wife out to
dinner. Is that inferring benefit for the purpose of
adversely affecting him? Where do you draw the line on it?
Actually you are showing appreciation for the business.

Senator Hernstadt stated he would like to see the figure of
$1,000 placed in here and below that figure you would then
have to show "adversely affected" or '"corrupt intent."

Senator Close stated he felt on line 9 "with intent to
adversely influence" should be added in. Then you would
have both adversely influenced and the corrupt intent.

After a short discussion by the Committee they decided it
should be a misdemeanor now and see what happens.

Senator Sloan moved that SB 346 be passed out of
Committee with an "amend and do pass" recommendation.

Seconded by Senator Hernstadt.

Motion carried unanimously. Senators Ford, Ashworth
and Dodge were absent for the vote.

Authorizes additional manufacturing at Department of Prisons.

Charles Wolff, Jr., Director of the Nevada Department of
Prisons, stated he had some handouts for the Committee. This
is a comparison of three bills that deal with this same
matter. Besides this bill, there is_AB 346 and AB 446 (see
Attachment O). What we would like to suggest to the Committee

is that only one bill is needed to get the job done. We
would suggest that Sections 3 and 4 from AB 346 be added to
this bill, and one section from 446 which would create a
revolving fund for the prison industries and establish reason-
able deduction for the pay of the offenders. This bill deals
primarily with prisoners working inside the institution in
the development of prison made products for sale to tax
supported institutions and agencies. We would also like to
include the opportunity to be able to contract with outside
firms, to manufacture at the prison site. The states that
have had the most success with their correctional industry

are those that placed it on a revolving fund basis, and stated
in their legislation that this had to be self-supvorting.

(Committee Minutes)
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Senator Close asked what kinds of industries would be estab-
lished if the bill were passed.

Mr. Wolff stated this would be wood and metal furniture,
refinishing and rejuvenation of furniture, the fabrication
of metal lockers and shelving, the manufacturing of dental
prosthetics, which we do now on a limited basis. Our main
concern is to establish enough work, so we can establish the
work ethic within the prison system.

Senator Close asked if this bill would have to go to Finance.

Mr. Wolff stated, not really. Mattresses are being manufac-
tured now as a vocational industry, we would start selling

the products at a profit, rather than at cost. On the basis
of that, those profits would start generating until we could
get to the point where we could purchase equipment. We

would certainly like to have a revolving fund with capital

in it, but realistically he doubts that it can be accomplished
this session.

Senator Dodge asked if they had the room to set this up.

Mr. Wolff stated that there is a vocational and industrial
building at the women's facility, currently under construction,
that could be used for garment making. There is a vocational
and industrial building at the medium security facility. At
the maximum prison, we expect to use one of the cell blocks
and convert that for this activity.

Senator Close asked, if his recommendation then was to wait
until the Assembly bills come over.

Mr. Wolff stated that if these bills were all consolidated,
he felt that would then be a very viable bill.

Senator Raggio stated he would like to add that he felt this
was a capricious time to get this moving.

No action was taken at this time.

Senator Close stated he had had another request on the Peace Officer's

bill.

Peggy Glover asked that Buildings and Grounds Division be

added into AB 604. The Committee concurred.

SB 174

S Form 63

Amends requirements for notice of check refused for payment
because of insufficient funds.

Bob Miller, Clark County District Attorney, stated that he
had wanted to testify on this but found that it was passed
out of Committee on March 29. His main concern was with

the ambiguities if a person writes a check and does not have
the funds in the account, or closes the account altogether.

Senator Dodge stated that is prima facie evidence. Y45

(Committee Minutes)
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Senator Close stated that he had taken this bill downstairs
to be re-drafted and perhaps Mr. Miller would look the
amendments over and if there is a problem he should check
back with the Committee.

Increases penalties for violation of certain gaming laws.

(See minutes of February 28, March 1, 13 and 26 for testimony)

Senator Close stated that the Committee should look at the
amendments proposed by the Board and also those submitted
by Bob Faiss and Senator Sloan (see attachments P and Q).
He also stated that we are conforming NRS 463.160, which is
not in the bill.

Senator Sloan stated he felt that after it was amended it
should be brought back to have the gaming people look at it
before it was brought up on the floor.

Senator Hernstadt moved that SB 131 be passed out
of Committee with an "amend and do pass and re-refer
back to Committee" recommendation.

Seconded by Senator Raggio.

Motion carried unanimously. Senators Ashworth and
Ford were absent for the vote.

Makes various changes to laws regulating gaming.
(See minutes of February 28, March 1 and 13 for testimony)

Senator Close stated that the Committee should read through
the bill and see if the amendments as proposed were
satisfactory (see_Attachment R).

It was concurred by the Committee that in Section 4 "Carson
City"should be taken out. It would only then require that
a regular meeting take place each month. Also the notice
would be changed to "three days” to concur with the open
meeting law.

They also concurred that on Page 6, line 1 to leave in the
word "willful", but limit it to Subsection 1 of NRS 463.160.
Page 11 should be amended to be "60 days after receiving
notice", rather than the 20 days that is in there.

In adding the new section to NRS 463.160, Subsection C of
Section 9 should be "to the value of goods or services
provided"

As they had to go into session on the floor, they agreed to
continue this at a later date.

No action was taken at this time.

(Committee Minutes)
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(i:> The meeting was adjourned at 10:10 a.m.
Respectfully submitted,
. - - )
©o A .
£ " C 0N A K//l kj ITC¥
Virginia C. Letts, Secretary
APPROVED:

Senator Melvin D. Close, Jr., Chairman

O
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ATTACHMENT "A"“

COMMERCIAL BRIBERY

The Nevada Revised statutes make bribeiy of a judicial
officer,'a legislator: an athlete, a labor representative or
a member of certain other select groups a crime. However,
they do not cover the situation in which a dishonest employee
receives a bribe from a party, with whom he is dealing on
behalf of his employer in retufn for an action which may be
harmful to the employer - as when an employee enters into
a contract without competitive bidding in return for a favor
done for him by the contractor.

More than a dozen states have passed laws dealing
directly with commercial B&ibery, making both the giving
and receiving of bribes a crime. These states include
Washihgton, Utah, Hawaii, Alaska, and New York. The New
York law, which i; the oldest, has been construed to give
the employer the riacht to recover the bribe from the dis-
honest empldyee in-a civil action (Sears, Roebuck & Co. v.
Kelly, 149 N.Y.S. 2d 133 (1956) ) and to disregard the
contract entered into as a result of the bribe (Shemin v.

A. Black & Co., 225 N.Y.S. 24 805 (1962) ).

It is submitted that such a statute should be enacted

by the Nevada Legislature as a means of encouraging the

observance of ethical standards of conduct in business.
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NEW YORK — Washington's Birthday,
which triggers heavy promotional activily in
New York stores, drew lively traffic Monday,
but relail execulives were unsure if it will off-
sct the snowstorm losses incurred ecarlier (n
the month,

I'lagship slores enjoyed a good Influx of
shoppers Monday, bul branch siores were still
suflering slowdowns, mainly because snow
still hampers mobility. Junior sporlswear,
coats, men's wear and home furnishings were
strongest sale categories but regular price
spring merchandise did well at some stores.

Lord & Taylor, [or instance, last week
sold oul of Calvin Klein's shawl-collar wrap
dress at $300, his shawl-collar jacket at $170

i

See N.Y., page 15
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Kickbacks: SA’s version

of ‘Let’s Malee a Deal’

By TONY DeSTEFANO

NEW YORK — Lanc Bryant, Inc,, is actively in-
vestigating allegations that former staffers, including buyers,
benelited from a well entrenched retail and manufacturing
tradition: kickbacks.

LT Kbl The company's probe, whlch may be
AV “ resolved by a flnancial selllement, could never-
Q i ,. « theless turn Into a court fight — perhaps utimate-

‘Q, ~4 ly involving the district altorney if negotiations

with Lhe exstaffers fail, Industry sources say. If

‘ (\ the case does go before a judge, the public will

3 get a rare look at allegalions of a prevalent

b aer eiind Jusiness praclice which sumne experts estimate
nets dishonest executives $10 billion to $15 billion a year.

The heal Is on {rom [ederal Investlgators as well. In New

York, I'BI officlals conflrmed coimnmercial bribery cases and

bankruptey frauds in the garment center. IRS agents and

See TIIE ANCIENT, page 18
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ATTACHMENT "C"
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WOMEN'S WEAR DAILY, TUESDAY, FEBRUARY 21, 1978
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- "The ancient art of the kmkhack,..

Conlilnued From I'uge Ono

government attorneys are
also Investlgating deallngs In
the New York handbag
markel, sources sald. Govern-
ment attorneys have declined
to comment on that handbag
probe,

Fedoral Investigators have
made a wise declslon to focus on
New York — an apparel market

I

" “It’s Impossible to survive In- tms business

without paying off.”

i — Steve Olfer, a former coat manufacturer

gmm-wuum.munM St Aearito Llicainis antormd s,

where business survlval Is often
precarious.

Steve Olfer, for example,
got some, but not much of an edge
at lvan Scott, his women's coat
firm at 263 West 38th St. After a
few years of hassles he liquidated
last June with little regret.

‘“It's Impossible for
anybody (o survive In thls
business without payling off. There
arc people on top of you, below
you, lo the slde of you — It's
ultracompetltive. The only ques-
tlon the manufacturer asks
himself 13 not whether he should
pay byt rather, ‘Awn I giving the
huyer enough?'” Oller sald he did
nol pay kickbacks.

But another coat manufac-
turer, currently operating not far

\-n-uuw.‘lu L3 WA W7 VS FRIEUWE T TORRRIRPY B SPRIPPVIET PY NIV IRV B UL RS PR

explleit,

“1 want to survive and I
want to be big. To da that I have to
pay off — everybody In thls
bullding does I, the coal
manufacturer sald.

The manufacturer, who re-
quested anonymity, had no
qualms about the payoffs, which
he sald were cruclal for hls sur-
vival,

“1f 1 stopped tpmorrow,

o

wa e 43S

I}
-

about 35 percent of my tlotal
volume would dlsappear — com-
pletely. The rest of the stores?
Well, the buyers wouldn't like it
but would probably stay with
me,"” the manufacturer sald. e
estimated his loss would amount
to $2 mliiton of his average yearly
sales flgure of $6 mitllon,
“ISverything Is bulit Into the
costs. Figure around 2 pereent Is
tacked on to the price because of
payolfs, It's worthiess lo do less
than 15 percent markup In coats
50 you flgure the payoffs hike the
bottom line to 17 percent,”
estlinated the coat manufacturer,
Buylng offlces contacted
had different views on the payo(ls,
One lrate buylng exccutlve sald
soie manufacturers offer graft —
they have to her — but that

morallty wiil keep the honest
huyers clean, Another buyer sald
payoffs used to be big but are no
longer — thanks to higher wages.
Buying offices conlacted
declined to discuss salaries but
one Industry consultant sald some
resident offlces pay buyers no
more than $18,000 a year. The big-
game slores can pay sportswear

‘bhuyers as much as $35,000 a year

and graft there Is minlmal, the
consullants sald,

“Sulary ranges can be
ridlculous. Some glrls coming Into
my shop nlake less than flz,ooo
for some of the out-of-town depart-
ment stores,"
turer sald.

*“The pressures are wild In
the buylng business., Guys and
gals are underpald and play
around with people who ave all vut
to seduce them — llterally and
otherwlse,” Jules Kroll of Jules
Kroll Assoclates, a management
consulting flrm, sald.

a coat manufac-

*“I'e success of the seduc- *

tion depends on the buying office.
Some are clean. Others will use
every. trick In the book,” sald
Kroll.

The most {requent method
discovered by Investigators Is the
cash payment, set elther by plece
rate or by percentage of the
business,

A few ycars ago, a Bond
Stores buyer was discovered tak-
Ing 25-cent klckbacks on men’s
coats, former store officlals sakd,
The buyer was later dismlssed

and the cac{timately went to
the district Owy, who declined

to prosecute.

“It's hard to delermine
what percentage of my business
volume Is pald out In graft. Some
buyers are into the scheme In a
heavy way but thelr replacement
wouldn't take anything, So It's
hard to estimate,’” said onc coal
manufacturer who clalins he
averages about $500 to $1,000 In
payments to some of his buyers.

Steve Ollfer sald he never
pald kickbacks but belleves a coat
house doing $2 mlllion a year in
sales would pay from $10,000 to
$20,000 In yearly bribes.

Regardiess of the amounts

pald, manufacturers have a

It out of business,” the munufac-
turer added.

There are more lngt_nlous
schemes which don't gnonw away
at a manufacturer's profits.

Short shipplng Is one com-
mon practice and involves a
manufacturer, In cotlusion with a
buyer, billing the retall outiet for
merchandise never sent. The
manulacturer is pald for the phan-
tomn merchandise and the extra

- cash Is split with the buyer or pur-

chaslng agent.

Some buyers have tried to
mask thelr payments with dum-
my corporations. That was Mel
Goldslein's system apparently.
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number of ways of ralsing the
cash.

“Why do yo think we are
open on Saturday?' a coat
inanufacturer asked. ''Everybody
thinks we tale It all for ourselves
— but that Isn't so. Saturday
business covers a lot of our
payolfs. Sure, we take a few
bucks. But the vast majority of It
goes to buyers.

.“And { we don't have
enough spare cash left to pay the

buyers — I mean we arc all,

human, right? — we have o take

wammwuaw_an-mm W S, o,

-J.M. neys
made elther to steln directly,
_or to M.B.G., wr<i1 Goldsteln ad-

“If I stopped (paying off) tomorrow, about ...- 4
percent of my total volume would disappear —

— A coat manufacturer

S -V N .}

Goldsteln used hls own
homebrewed corporation, M.B.G.
Consultants, Inc., to recelve
bribes from suppllers of J.M,
I"lelds, the discount department-
store chain, court papers show,
Goldsteln adniltted taking at least
$17,900 In payments {rom various
suppliers as well as $2,000 In
tickets nnd trips, olher court
records show.

The payments, according Lo
Flelds ‘‘were

from Ol‘C}'s bld offlee, was more

.



C

ATTACHMENT "pm™

_ Jim Mulry, can give bls in- the Peagun Alr Conditioning Co. Wi e 2 2
; vestigators esough af a handle oo - . Delta Alr Lines Qight aften- (Falreniid u.-n-m..l »
. 3 Drxdack 1o start 3 federal In-l T dant Julie Walker, friend J
v_ul.ﬂlux i - \ of Tsagas, also spent a 5,000
- Ho-erln; ovu every check oo 3 shoppuig spree. The ¢
! dcxdack case is the IRS. Revu:ue check was given L Tsanas by coo- I‘

SA’s version of ‘Let’s Make a Deal’

mitled was established for the
sole purpase of recelving such
payments and which perlnrmed
no jegilimate functions.™

* Goldstein pleaded gulity 1o
one count of taking brites from
Saul Sendar of the Sendar Ca., 2
New Yorx plaas firm, court
recorgs show. Sendar declined o
comment on Lhe case.

Last April. JM. Fielas won
a $212,762 juczment agsinst
Goldstein in & case which bacaed
the ngat of an employer lo
tecover the salsry paid to an
employe taking kickbacks. Golds.

lein, now Jiving in Hong Nong. is
appealing the judgmentl.

Other pimmicas range from
payment {o; couege ecucalionot a
buyer's chiid W cladborate wed-
ding giits and loans. In each case
the message I8 clear: Do
business with me.**

New Yorx, as well as about
0 other stsies, bas made com-
mercial bridery a lirsidegree
misdemeanor. Simply stated, i 13

* a cnme In Mew York 1o olfer

anything of value 1o another per-

son's employe to gel Dusiness /) °

done wilhou: Lthe knowiedge of the
employer. Penallies in New York ,
+{which ate seen by critics as

adeguale delerTents) are sel ab
31,000 (ines or twice the amount
hve bride, said Mannatlan districl
atlorney Roger Hayes,

Much apparel manufacturs
I,n[ and realltng lnvolve ln,-

Xickbathk ctasea snd other
alicgations ol white collar ertme
Are nol confined ta the buyer-
manulacturer reistionship. So
desperate were apparel
manulacturers ih Brooxliyn a few
yerars ago thal many paid off IRS
colieclion agents 10 get more time
to pay hackx tazes The agents
werr later cauzht snd convicted,

J C.Penney. Inc., is now su-
Ing former employe Andrew
Tsanus and several coniractors
tor 333 milion over an alieged

& lwo-year probdalion term aler
paying the IRS nearly 37.500 tn
back Lasea, government attormeys
.

Tasanns’ dickback
escapades nisa sparhed a2 receat
stockhoider derivative sull
agsinat J.C, Penney, s officers
sng direrciors, charging Lhey con-
spired 13 allow the kickhacka.

Two years ago. W.7. Grant
cnargsd scveral employes in he
company's real estale depari-
ment were bribed th an alleged of-

everybody pays.”

“The crime s serious. It costs mooey —

— Elkan Abramowite, former assistant U.S,
ailorpey o New York

bridery scheme sald to have In-
fiated he value of work and
material used during construction
st Penney's New York head-
quarters.
< Tranas, unti) mcnlly an
mploye ol Penney's ad-
minisirative services depart-
ment, was convicied this summer
in lederal court far evading In-
come tax from 157 1o 1973,
Government agents estimaled he
got 31.3(0.000 extra income and
benelils {rom conlrsciors - some
of it as paymenl for bills lrom

!

* “Why do you think we are open oo Saturday ...
Saturcay busioess covers a Jot of our payolfs.”
¥ Lae,

— A coal manufacturer .

lzrstate commerce apd this
means federal icvestigators can
focus oo SA, as L‘te-y are doing
DOWw, .
Use of 2 ulr,:hone on 33th
S to call 3 New Jersey retaiierto
tron out_ detalls of a Xkickback
scheme =ight be a feceral crime,
particlarly U traud is involved,
So is use of the mails ta send a
dummy check lovoice. US. at-
torneys la New York have recent-
ly prosecuted several corparate
etecullv=s under the wire and
wal {raud statules, Some of those
convicted Bave been unun:ed ta
Jal. -
“ False buh af hdin;. acy
, eording to New York FBI lgml.

Bergdort Goodman, Boowijt
Teller, B. Altmas and Brooks
Broa. = -

Tbe occasional check alsa
covered over 521,000 In shopplng
bills of Helga Hensizg who, ac
cording W cowrt lesUmony, was
Tsanas' miustress. Tde German-
born Heasiag was 3 siockbroker
before 3he mel Tsanas, who
touted himself as 2 Greek wil
“shippung tnlercsts,™ According
to Hensing's ilestimogy, Tsanas
sol oaly paid for abapping sprees
bul also belped refurbish her
aparunent and evestually coo
vinced ber o stop work. Once sbe
Jeft ber job, Hensing said she
began receiving 500 checks Lrom

fort to “‘restrict compelilon by
Hmiting Grant's access 1o other
shopping cenler dcvelopers and
lanciords ** Records reveaied thal
construction on a stable for the
estale of John A Christensen, an
olhicer with Grant's real esiste
division, was to be pald by Mid-
Americs Development Co_, as a
**loan to Christeasen.’’
Chrustensen Iater sdmiited t5 af-
fidavits that he received “cash
totaling $11.000 but never calied
he pay ments Kickbacka,

he case agalnst
Christensen was setied dut con-
tinues against »even olher delen-

« dants

Clearly, Xickback schemes
rasge across all tacets of retalling
and manw/aciuring and lavolve
Dany peopie. The pracuce seeens
unsioppable, at least at the buyer
level where nearly 400 plfices clog
New York alcne,

Bul lhere may be sameidiag
mare basic to the struchur=s of the
appare) and retail (ncustries
which asccount for the per-
vasiveness of kickbacks,

- *7 think the fact evm’hcd,
s doing 1t Is brcause ibe goods,
wheo you come down o It, are pot
renuy dulferesl from tbe olber
guy's,” sald I:!.nn Abdramowii,

New York,
“Maybe !he answer is to put

uniercaver buyers In big stores,
Pput them oa Lhe sLredta. The crime

gv:rybedyply‘." \. STl S

Inrmar assistant us Attoroey ln )
12 undercover operaliona. Putl’

i seriods, 1t cosla, mooey — <

- agents anC Invesljalors can da- . Traciar Howard Lazar, govcrw-

rend dunaz pormal audit prtr
. cedurea ar whes Upp~d by Jocal or

. state sgeats, as well as pnvne’ 5

Huiil.\nn. Buyerskrow this. _ -
*v  "Ubdercover agents :lvay:
worTy lbe buyers and always

< Fase the dbig pmb.un — where do

1 Xeep e Soney? Buyers arua

nml {Tes sho!

sa3as’ :nnvleuon 304 ]

all seateoces were recently
z.{.rmad b: he US, Coun olAa-

- Kr‘.: Kallades, vbo vu

. Tsanas® supenor at Peosey's,
pieaded guity a few monias ago

~ wen't scoept my checks h-u\u_u receiving $13.000 worty of
. ey are oo easlly Uaced aa tax-

able incoae,” oo Dasulacturer
n‘d

Cremodeliag on bis heme wiich
= eal wnreporied oa hls federal tax
retum. Kaliaders was sentenced to

|
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COMMERCIAL BRIBERY

Life-Like Products of Baltimore and Rexdale (Ontario) feels |

they can bribe yqur employees for a kickback of less than

2%—were they right? Did you carry Life-Like Products in your
O toy department? They set forth their bribes in the sheet

accompanying their price lists offered the person sending in
the order for grass mats, trees, HO SCENICS, and other
products for mode) train enthusiasts. If someone sent in an
order for $3500.00 or more, Life-Like would ship a Polaroid
SX-70 Camera Outfit anywhere; an LCD Chronograph Watch
went for an order of more than $2000.00; and a Flavor Fresh
Drip Coffeemaker for an order over $500.00.

RT appreciates the cooperation of retailers in providing this
information for dissemination.
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VWHITE COLLAR CRIME INCREASES
AS STAKES GET HIGHER.

DY ALEXANDER AUERBACH
ﬁnzn Swadf Weller

White collar erime. 1t does't necersarilly
mean conspiraties Sehind rmahogany doors, or
tzmpsring with a ¢rmputer system. It may in-
volve ltUe maore thax, saying “yes™ on the tele-
phone. . 2 -

., With one word a pwchasing agent for a large
corporation or governmenl 2genty can pve
business worth millans 1o a supplier. Some sel-
lers are willing o fork over biibes and kick-
tacks Lo get that business, and sore purchasing
a;enlisc:u willing 1o lake ~or even decand—a
pavyol .

The problem of carrupt purchasing practices
is not new, of course, and most purchasing
2pents stll are hovest, thorough negotiators,
who work hard W get their firms the best possi-
ble price. 2 =

- But as the Lockbeed, General Services Ad-

ministration, Frilo-Lay and other scandals da.
monsirate, a new element has been introduced.
Today's huge organizations buy ia vast quantie
GUes—~nol just by the carload, but by the train-
Joad, somelimes even pwchasing the entire ot~
put of a faclory or farm.

Nultimillioa dollar contracts hive tecome
youline. With the escalation in Ore rize of pur-
_chases, the templation o “grease™ a transaclion
and the size of the porsible kicktacys Yave in~
creased dramatically

1o sel-defense, many Jasge camparies Tately
have been paying much more aitenton o e
purchasing deparunents Sare Rave itsued pobi-
¢y ssiements and elthical puidetnes Others
have brought in indusinal secunty experts, ar
“spies for fure,” W fervet out compt employes.

Bul others still lun a bund eye. F

A case in point may be a rmaor California
company, which for Jeral rezsons cannot be
further idantified. One of the ingredients i uses

in quantity is a certain common commodity. For
mpany years one man at the company had pur-
:h:.;)ed millions of pounds of this commodity an-
nually, - ¥ - * -

chasing agent was in charge of buying the came

modity., - . "
Only the company itself could verily or dis-

- prove the allegations. That would require an ex-

According to a3 disgruntled s} for a
would-be supplier, rmuch of this business has
been channeled 10 2 dealer willing 1 pay a3
kickback. . . ° &

“The business is pretty gossipy, and we all
know pretty much what the other {ellow is get-
ting,” says the salesman, “T would puess that, on

average, e (company) was paving aboul 25

cents 3 pound over the rue markel pace. 1n the
quantilies they were buying, theré was glemy
10 take careof the Lickback to the purchasing
agent and sill Jeave the dealer a fat profs™

U the salesman Is correet, --and he has sub- -

santial documnentaton for his ¢lams--the com-
pany woud kive paid several mlion dolars
atove markel prices duning tbe yeass this pur-

of i p

3 painstaking comparisen of its purchases of the -

commodity over the past zeveral years witd

world prices, which fluctuate daily. But, ia pube

Lic at Jeast, it has chosea not to do s, .-
Many firms are reluctant o undestale a ther-
ough invertiation of their interna) affairs,
two industrial secunly na =
“Some campanjes are absoluiely oulrzred (by
internal corruplion) and will iovestpste eave-
fully and fairly, and will prosecute ¥ a erime is

- uncovered,” says Juler Kroll, whoss New York
Qity-based investigalve fim, Krol Assozates,

Y.2¢ some 100 corporate chenis, ’
~Other companies would just as sson s=eep it
under the rug, becauee of the emtaTasszment
Plezse Turn o Page 2, Col 1

reciem
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,Whne Collar. Ciir ne [ncreases as

e, \--.

' "T
v- Cou(lnutl ham }'ul hn BES
lop Thal's
“*)éss and I:u. u?rcully with pub]n:ly
I hels companies,” he addg = «.> 1te 7y
Don D, Dasling. an B2 Segundo sl |
wity cansultant who has warked for
T the Atomic Energy Commission, des'*
v " fense conlriciors and wealthy indivi-
--" duals as well as corparalions with re-
htw:ly prosaic problems of employe”
* dishonesty, says “once inlernal theft
“aris, it grows Jike a cancer.
. 4. “1one guy is on the pad, the guy at
“dhe next desk soon knows, and he
Iz

-

* starts figuring out 3 ny he can dip
his hand in the UIL™ -

Ofen, says Darling. problem un-
vered at the midde-management

Jevel reliect gquestionable conduct

-higher up. A purchasing agent mak-

ing $15,000 a year who xees a Senior

execulive earning two or three times
* that Laking something from the com-
peny will quickly fi f_guu out how he
. cangelinthe game.
- . [Darling wax Lrought in by a large

" .office supplies firm n Los Arstla

2"because of a thelt problem, “and we

s found camn near everybody in the

_place was stealing something, includ-
ng the owners.

:; . “Nobody w 1¢ slealing a lot. except
4. for one guy whZ wenl 1o al, and they
\ coulda’t very wuil fire the rest be-
i cause there would be no one Jeft W
:~ run the place. The owners finally de-
cided 10 l2y doun the Jaw \o every-
- one. including themselves, and made

S0 clear that if the thefus continusd
: l.hz) *d all be out of work, bezause the
lace would gobankrupt It was hzrd.

. ut it worked"

\
I
1
1

..° Onamuchlarger scale, that 1ype of
.. pervasive corruplion allegedly exsted
L Frito-Lay Inc, the smack food sub-
iciary of Pepsico Inc, according to
<. papers filed in 3 lawn in Dallas, the
= subsidiary’s headquartes.
. Frito-Lay kas sued James H..Staf-
=2 ford, who untd he was dismissed Aug.

~., A3 '-.

Purchising Contracts Get Bigger. -

and Is l.zﬂo_. by lhlze elh:r lnrmer ph:n hav:been md;cled ard 17 have

The stakes inthe Frito.Lay case
are high for all concerned, noles
" Kroll, bezause Texat is one of the few
states with a sull law aimed at white
callar crime. Cnmmcrm! brbery car-
ries there a

. Frilo-Lay employes...-_ , * . % .1 * pleaded guilty, -

_Muchol the'fraud was bhunl.- wp-"

- phiers would bill the agency for much *)

more than was actually shipped, and | >
CSA employes would approve their "
bills in reiurs for a kickback A

- yearsinprivonanda :5,000 fine. -
~Califorma and about half of the.
other sisles have no specific statute,
on commercial bridery,” says Kroll’

*Those that do often treat’ll as a rais- .°,

demcanor. In NewYork youcangeta
madmury cf 90 days in jail and a $500 .
fine on each counl no matier how *
Jasrge the birfos was”

The F3) and the lu:u:e Depart-
ment are getling much more acuve in ~
the field of while esl.ar crime. Kroli

says, and Lhey generally \ry o prose- -

cule bride recipients under federal®
statules against co; ting fraud by
wire or by mail, which carry ).eavy
penalilies

~1f a purchasing agent 3t an aero-
space plant coing defense work takes”
a bride, he could wind up getling five
Yyears on each count But if one takes
the same bribe at 2 compiny cross
the sureet, he could g=t away clean

Ws ll a matter of picking your spol.” -

- Both Kroll and Darling say that in
™any cases a pwehasing agent ac-
cused cf Lking 2 bribe or Lu:kba:k is
nnocent. 2 B

“I's very sabering,” Rrol) says. “In
about 23% of our cases we prove the
allegalions ase false. A vendor who
has Jost out on 5 canvacy for exam-

le, may wan: toblacken the image of

s compelitar, 3 he accuses ther of
Eving a bride and the pwchasing
agent of Llinp it

“In another 23% or so we canl
gather enouth evidence o prove
things one way o the other—the
company may nol give us enough
time or budget

_ “But in stout hal{ of the cases we

Zl had been is pusch

-*in charge of buying :oo..mg oils, cnm
.. and oxher

we turp up an irrepular ar
mr;al “acL” Since 3 company only

. about $150 miluon 3 year for the fum,
» The company clums Stafiord se-
- cretly owned an interest in a Texas
fram company that was Frito-Lay's,
rpest suppher of com It also says
““he was a paid “conrulant” to an ol
% suop1 er, gewung $15 per carload or
$40.000 a year on Frto-Lay ol pur-
dxua.
<-"1n recent years, the campany’s
h\l *w! conlends, Suafford has been
etling about $100.00 2 year in Nick-
cks, div.dends from his pran com-
Jpany, and other payments by sup-
ghm Hus ralary is a1 the cnn:nny is
elieved 10 have been abowt £40.000 a
syearn
When Stafford’s ;ram company
was acguired by anothes firm in 1976,
-atm'dm; 1 the legal dozuments
talio-d was pau¢ $5 mdlion for s
interers, and ki ronar-law got S
- ruldos more for hat thares,
. T wo-Lay i suing for $1F million in

3:d tlaime that
won for Fote-
£ Iieren un

calls in Jike Krob) zfter it
suspicions Fave been raited, that ces-
wnly doesnt mean that 0% of all
purchasing agems e dashonm he
siresses.

Darhing says lhal “many " lines,
these invesucations clear

clor did 300,000 worlh *
of work.on government buildings,
was paid 1310.000, and split the dd-
ference with GSA workers. An olfice

furnilure cnmrzny hept” shnpgmg [

sheddy, unusabie merehandise, w
2.GSA olfica) accepled. When it
proved unservicable, the firm was
gven another order for more furni-
wre.

The agency :ppann\]y also was
the vicum of a practice commonly
used by corrupt purchasing agents in
privale indusiry as well. \When jtems
were put out for bid, specifications
were wrillen ln such a2 wiy that only
nm company’s producls could meet

them. The GSA’s specifications for 2
mouselrap, the Scnale found, was
302,000 words long. 1t has ance been
cut o half 3 page.

The bribes aL the GSA and 3t
American corporalions pale in com-
arison o the mountains of cash that 4
\ave been passed 10 foreign officials
by some US companies and ther
competitars abroad.

Lockheed Averalt Curp. has ac-

- - -

knowledged malung foreign secet |,
paymenis, bribes and Nickbacks of |

more than 530 million, and possibly as
muzh 23 £38 million, from 1970 w
1975, The maney was intended L
piumole the ta.le nl iu millary and
covilian
ments.

Eaaon Corp. seitled charges by the
Secunties & Exchange Comnussion
hal it paid more than $56 5 oullion in
bribes and illegal politiea) payments,
most of it in Jtaly. The prant of com-
pany did not admit or deny the
chasges, but agreed Lo make no sucd
pavoils in e fuiwe, .

Westinghouse Electric Corp. has
acknowledged paying $322,000 to an
Epyptan govesnment official in re-
turn for a $30 milhon contract 10 build
2 power plant. The fum was fined
‘.311)0'” by a federa) judge in Wash-

B

3t turns out W be the executive VP
who is on the Like. nat the purchas.
ing agent, for example.”

Frequently, he savs, innocenl em-
ployes ask ta be given 3 polygraph, or

“he detectar™ les, Darhing says, al-
though he cautions 1hal such tests
shouid only be admincsiered by a
compelent practiioner.

= Az the srandal 3t the Genera) Ser-
vices Adminisization illusirates, the

roblem of corruption in purchasing
13 not Limited to the private sector,

The CSA cach year buys some $5
billion v orth of goads 219 services for
the feceral ga
sy ard utrs W Ly
huge compater psiems S hammerz
also Luns and marapes some 10.00
federal eize BUT

Intes ] Telephone & Teles

§a€h Carp. kas teen chz.;ed in an
compiaint with making $9 mi- '

lion in illegal pavmenu in nune

foreign counlries. Tratl case has not

_ )el gope Woirial

Alihough trides by an American *
firm mede 10 foreigners on farspm
#30 1.2y 1ol setm o be in viclation of
any American lawx, {ndesal regula.
lors ponl oul 1R3l Amencananves-
tors Who buy sock in 3 coripany
nmu business this w3y Lave no way
o! Laswirg that the !..ns futunes
rex 3arly en Loidbery. The feTIANY
thus w3 ¥ Cezeives e shace-
hetiers, they wrrve.

Tral jme e wrclevant olay,
however, since e Teregn Corropt
Prachices At pow rpecifically farhics
any pothisreiznd: Lanecatls fo

"Gﬂ

4.



.+ 10 hiding-its Lead in the s2ad.” says Frank L Winters,

e wesn o

a 3_Eonsx'bihun. “abowt J0% lower, at Jeast™ he says, ~and
«iF

. . . .
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*Coniiaved f'lm.SCtﬂli Tage
ibeen indicled through their US. subsid aries by 2 Los An-
* geles grand jury on charges of paying $330,000 1n bribes W .

White Collar Crime Ug.).as' i'al;és'!ncs'éése

ATTACHMENT "H"

such areas as materials management, dawa processing, sta-
uistics. and 50 on. plus an evaivauon of work expenence.
amed 3t ganing recognion for professicnal purchaung

¢ allicials of an Alaska telephone company., allcgedly 1o get
+ 2 9 million cable contract
3 Marudeni, Japan's fourth largest rading commpany, was
- accused in 1276 of paying several million Gollars in bribes
% 10 Japanesc offioals on bahalf of Lockteed. 1o promote the
tsaleof NsL-1001 ets, e o

Some American execulives, cn:tgeiing abread with
* forergn corporations. complain that they are randicapped.

. .

Some companies. such as the Western Electric subsiciae
1y of Amencan Telephone & Telegraph, have sharply re-
Cuced the passibihity of abuses by using team purchincg.
which means thal scveral differens individua's Lake re-
spapsididity for each buy. Corrupuon would then regare (s

widespread callusion, whick generally 1s not the pattern in J

the cases of bridery that are uncovered,

by mora) siandards which they must observe but whith do -
" s not fetter their competitors. ¢ . &

I, While the new federal law may reduce the incidence of
. foreign bribery of purchasing afficials. and Amencan fums
. are more acuvely prasecuting insiances of massive abuse
- al home. the professional purchanng agents and salesmen
- themselves are atiempting 16 weed owi the peity corrup-
s :x:Ln W3t once was overlooked or covered up with 3 disrmus.
i _Ralph Nader 3ays his Center for the Study of Respon-
: sive Law has received a3 number of Ups fram ~whurtied-
2 Jowers™ about Un:e kind of corporate bridery. “There 1t “re-
- mendous potential here for restonng more balince n L #
: economy.” says Nader, who notes that hopest vendur.
. Cannot compele with a3 supphier piving bribes, 59 “the
; benefits of e enterprise system are Jost.”

: The Nitional Assn. of Purchasing Maragement, a 23.- )
. 020-member orparization Dheadquariered in New York

» jls executive secretary. 4

s A recent swrvey of the members ashed if their compa-

< nies had explicit policy statements on conflict of interesy,

: and whether the purchasing agents would accep! grauw-

- bies ranging from Junch with a salesman o tohens such as

M !-'a_'lpomt pns. 40 majpr ftems ke paud vacauons o
“leans” .

“Generally speaking the 1 indicated things are
preuty good”™ Winters says, “but about 105 said they.
might accept some 1ype of grauanty or ;it which eaceeds
»hat we would think of as ressonabie.”

Part of the fault lies with 10p management. he says
. Which fails to spell out what je acceplable and what imn'l
s or which sets an example of 3king gratwues from sup-
v pliers or steling from the company. - - o *

+  Salaries of purchasing agents are generally below those
¢ of other middie management employes with similar re-

1S £an be a source of terrific frustration and temptation.™
+ (As invesugator Krol) puls it, “they are uncerpaid, under
: lemziaton, and under-fatused.™) '

Within the last few years the organizalion has begun 3
; ccrifficauon prugzam, tased on wnilen examursuons in

L] c ¢ A -
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More pressure to prosecute executive crime

For one tense week last September,
Francis X. McCormack, senior vice-pres-
ident ‘and general counsel ‘for Atlantic
Richfield Co., and 20 other ARCO execu-
tives and stafférs pored over internal
records, insurance documents, Securities
& Exchange Commission regulations,
and bank reporting rules,. trying to
decide how to handle a messy situation
that could embroil the company in scan-
. dal and cost it millions of dollars.

On Sept. 27, after an investigation
into some unusual letters of credit that
had surfaced at ARCO’s Anaconda Co.
subsidiary, Charles H. Kraft, a former
Anaconda treasurer, had laid out the
details of a series of Anaconda-backed
loans that he had arranged withont

when the codes are violated. BUSINESS -

WEEK interviews with corporate execu-
tives and law- enforcement authorities
indicate that, in almost all cases, compa-
nies deal with each problem on an indi-
vidual, catch-as-catch-can basis.

The Begelman affair. The result has been
a dizzying variation from company to
company and probably from person to
person within companies on how the law
is enforced. At ARCO, Kraft was prompt-
ly relieved of duty, the SEC and share-
holders were quickly informed, and ARCO
is currently cooperating with a U.S.
Attorney in New York regarding possi-
ble criminal prosecution. By contrast,
Columbia Pictures Industries Inc. first

suspended David Begelman, head of its-

ATV Y

What does 8 company do when an execulive is caught with his hand in the till?

authorization for two companies unre-
lated to Anaconda. The revelation
plunged Los Angeles-based ARCO into an
agonizing evaluation of its moral and
legal obligations regarding -the possibly
criminal misconduct of one of its execu-
tives.

Examples of misconduct on the scale
of the ARCO case are hardly common-
place. But when they do occur, the
conflicts they threaten between the
interests of shareholders, employees,
corporate executives, and society at large
make them among the toughest prob-
lems executives ever face. Yet most
corporations have no set policies on how
to handle them. Although most compa-
nies have long since issued codes of
ethics for employees, they possess no
comparable guidelines on what to do

104 BUSINESS WEEK: December 18, 1978

movie and Tv division, in October, 1977,

. after he admitted misusing company

funds and fraudulently cashing checks
made out to others; reinstated him in
December; then responded to public
disapproval in February by removing
him from the company payroll and
giving him a contract as an independent
producer. Begelman has been fined
35,000 and put on probation for three
years after pleading no contest to
charges of grand Jarceny of $61,000.
But companies may not be able to
stick with their ad hoc policies much
longer. Pressures are building for the
establishment of official, consistent

guidelines for handling corporate crime.

The pressures are threefold:
= Growing public awareness of the sheer
volume of white-collar crime and its

.
N~

-

impact on the economy is forcing compa- --

nies to step up their ccime prevention
and law enforcement efforts.
® More and more, corporate executives
are being held personally responsible,
legally and socially, for misdeeds at all
levels of the company. . ’
@ Threats of shareholder and employee
lawsuits are making it a matter of self-
preservation for companies to follow
uniform policies toward criminal infrac-
tions within their ranks.

Even Congress has begun to study the
subject. Says Steven G. Raikin, counsel

- to the subcommittee on crime of the -

House Judiciary Committee, which be-
gan hearings on white-collar crime last

summer: “We are asking to what extent.

can large corporations be expected and

encouraged to police themselves and to :

diligently report violations?” =_ .
Although solid statistics on the sub-
ject are sparse, the most widely. quoted

figure for the total dollar cost of white< .

Most companies have no =

guidelines on how to handle=~ -

criminal misconduct.

collar crime is the U.S. Chamber of

Commerce’s estimate of $44 billion a

year—more than 10 times the estimated
annual cost of street crime. Most experts

‘agree that by far the largest share of

these crimes are committed by em-

ployees, with the employer as victim. -

This means that- shareholders and
customers are bearing the burden of
these losses. And yet most law enforce-
ment authorities believe that only a
small part of the total losses suffered by
companies is ever reported.

“Prosecutors may not prosecute unless
the injured party presses charges,” says
Christopher D. Stone, professor of law
at the University of Southern California
and author of several works on corporate
social responsibility. “If the magnitude
[of unreported crime] is as large as I
think it is, it becomes a significant social
problem. It's one of the major undis-
cussed problems in business today.”
Two approaches. Most companies take a
fairly hard line on crime when it comes
to the continued employment of the
suspected person. “We have one policy
with respect to employees involved in
white-collar crime,” says the security
director -of ‘a major office equipment
company. “Fire them, regardless of the
amount involved.” But this is as far as
most companies go.

Two things are wrong with this
approach, says Los Angeles District

. . SOCIAL ISSUES_
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Attorney John K. Van de Kamp. “Com-
panies don't recognize that they're
putting the culprit back out into the job
market, giving him a chance to repeat
his behavior with another employer,”
1 de Kamp says. “Even worse, they
telling their own employees, ‘The
t that can happen if you steal from

u 1é that we'll fire you.””

In some industries, companies have
pooled data on people accused of
shoplifting or workers’ compensation
abuse to reduce the likelihood that such
employees will be hired elsewhere. But -
such “blacklists” have inspired lawsuits .
and have come under fire from the|
American Civil Liberties Union. °

More commonly, employers spread the
word about a suspected former employee
via the grapevine. “You're not going to
make a statement on a recommendation
that you don’t have full proof of,” says
James L. Ketelson, chairman of Tenneco
Corp. At the same time, notes an oil
company executive, “You can damn a
guy with faint praise.” :

Some real problems discourage corpo-
rations from pressing charges. Report-
ing friends and fellow workers to the
authorities is socially awkward. *I guess
we’'d rather take small losses than try to
put somebody in jail,” says Herbert A.
Phillips, vice-president and treasurer of
Equifax Inc,, an Atlanta-based company
that investigates private citizens for
insurance companies, credit grantors,
and potential employers. Phillips knows

ly three cases of substantial
eh-oyee theft, totaling about $65,000,
at Equifax. In all three cases, Equifax
fired the implicated employee but did
not give the evidence to law enforcement
authorities for prosecution. -
Suits and countersuits. Even where no
paternalistic feelings are involved, it is
far easier to fire a suspected employee
than to put together a tight legal case
against him. “Courts of law require that
the defendant be guilty beyond a reason-
able doubt,” says Walter W. Sapp,
Tenneco's senior vice-president and chief
counsel. “That’s a difficult burden. But
the corporation doesn’t have to establish
that degree of proof to fire someone.”

Companies also note that they might
jeopardize their insurance coverage of
the loss if they pressed criminal charges
and lost the case. “What it takes to
convince us may not convince a jury,”
says C. Daniel Drake, vice-president of
the bond department at Insurance Co. of
North America, in Philadelphia. “What
if we have paid a claim, the company
presses charges, and the jury says, ‘No,
there’s room for doubt'? Then,
wow, . .”

. that point, the company could face
anloyee countersui~. Drake sug-
g=_~Indeed, even if tha company has a

hard-and-fast case against an employee, -

it may choose not to press charges simp-

SOCIAL ISSUES

Iy to protect its insurance coverage. “Our
bonding company, which makes the deci-
sion on whether to press charges, is
more interested in restitution,” says
John C. Malone, president of Tele-
Communications Inc, in Denver. “You
can't get restitution from someone who
is making license plates in the state
pen‘n .

A case in point. The experience of Lloyd’s
Electronics Inc, a Compton (Calif.)
consumer electronics manufacturer, il-
lustrates the dangers companies risk by
pressing charges or seeking restitution.
Last spring, Lloyd’s accountants uncov-
ered $1.1 million in fictitious sales at
Products International, a company
owned 50% by a Lloyd’s subsidiary.
Bernard R. Lavitch, operating head of
Products International, denied responsi-

John Grossman

- Tenneco’s Sapp: He feels it is easier

to fire someone than take him to court.

bility for the erroneous entries. William

Friedland, Lloyd’s vice-chairman, took
the case to the Los Angeles police, but
came away dissatisfied. *“The police
wanted to know who was hurt,” Fried-
land says. “They wanted to see blood on
the carpet. When there was none, the
attitude was, ‘We'll get around to it
eventually.'”

So Lloyd’s filed suit against Lavitch,
seeking $2.2 million in damages. “We
had te disclose the problem, and the suit
was a demonstration to our stockholders
that we were taking action to protect
their interests,” Friedland says. Lavitch
then countersued both Lloyd’s and
Friedland in a multi-million-dollar suit
that sought to implicate Friedland in the
manipulation of the figures. “There's a
definite danger in a corporation hanging
its own wrongdoings on one individual,”
says Lavitch's lawyer.

For their part, law enforcement
authorities charge that companies avoid
bringing in cases, because executives
fear the publicity and implications of
sloppy management such cases produce.

Mitchell S. Cohen, deputy chief of the
special prosecutions division of the U. S.

£33 LEINLATHIN L n

Attorney’s office in Philadzlphia, claims
that he often has more trouble getting
information out of the companies than
out of the accused employees. “I've been
lied to, material I've asked for has not
been turned over, and I've had to go back
a second or third time to get a piece of
evidence,” he says. “When we subpoena
corporate personnel and materials, the
attorneys stall, delay, do everything a
good defense attorney should do to
protract an investigation. But they’re
not the defendants. I just do not under-
stand why I have to fight the victim as
well as the defendant.” _

Says Denver District Aftorney Dale °

Tooley: “Businesses feel they have no
duty to report crime. It's a real prob-
lem.” Tooley applauds a proposed law to
be introduced before the Colorado legis-
lature in January. By requiring the
reporting of white-collar crime, it would
have the double effect of encouraging

Stone: Unreported crime
is a ‘major undiscussed
problem in business today*

companies to report crimes and discour- -

aging-employees from countersuing, be-
cause the company would be protected

from civil liability as long as it had a .

“reasonable basis” for its charge.

In the absence of comprehensive,

mandatory reporting legislation, the
company’s legal responsibility may vary
with every case and every state. But
whatever the responsibility, Pittsburgh
District Attorney Robert E. Colville
cautions companies against trying to
nail a suspected employee without due
regard for his rights to privacy and due
process of the law. “Someone who tries
to play policeman generally fouls it up
pretty badly,” he says. ]
Tell all. Some experts even believe that
the issues are so complex that a compa-
ny is better off without a policy. “I don't
think it makes sense to try to write a
code that would cover every conceivable
circumstance,” says Donald J. Evans,
chairman of the counsel responsibility
committee of the American Bar Assn.'s
corporate law section.

This same complexity, however, ap-
pears to be prompting a growing number
of companies to define in advance the
roles they will play when confronted
with corporate crime. In most cases,
they have concluded that, despite the
risk ‘of bad publicity, both prudence and
morality dictate that they dump all
evidence in the laps of law enforcement
authorities. At Kemper Insurance Cos.,
of Chicago, for instance, Vincent L.
Inserra, director of internal security,
says: “I feel that if anybody is going to
decline the responsibility of prosecution,
it’s going to be the local, state, or federal
authorities—not me. I'm not going to be
the judge and jury.” n
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ATTACHMENT

NEW YORK PENAL LAW

§ 180.00 Commercial bribing

A person is guilty of commercial bi-ibing when he confers, or
offers or agrees to confer, any benefit upon any employee, agent
or fiduciary without the consent of the latter’s employer or prin-
cipal, with intent to influence his conduct in -e‘atxon to his em-
ployer’s or principal’s affairs.

Commercial bribing is a class B misdemeanor.
1.1965, ¢. 1030.

§ 180.05 cCommercial bribe receiving -

An employee, agent or fiduciary is guilty of cammercial bribe
receiving when, without the consent of his erzzloyer or princi-
pal, he solicits, accepts or agrees to accept any benefit from an-
other person upon an agreement or understandi=z that such ben-
efit will influence his conduct in relation to kis employer’s or
principal’s affairs.

Commercial bribe receiving is a class B misde—¢anor.

L.1965, ¢. 1030.
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o ATTACHMENT MM") RERRVAN!
SVATE Or Aru2ZONA REFERSMCE TITLE: commercial\brifery A
classification pqﬁh’

34th LEGISLATURE

1st REGULAR SESSION

Referred on February 1, 1979

HOUSE

Rules
H. B. 2244 Judiciary
Introduced Commerce
February 1, 1979

Introduced by Representatives McConnell, Carlson, Cooper,
Corpstein, Hawke, Jones, Kunasek, Lewis, Ratliff

AN ACT

RELATING TO CRIMES; PROVIDING FOR DEFINITION AND CLASSIFICATION OF CRIME OF
COMMERCIAL BRIBERY, AND AMENDING TITLE 13, CHAPTER 26, ARIZONA REVISED
STATUTES, B8Y ADDING SECTION 13-2605.

Be it enacted by the Legislature of the State of Arizona:

Section 1. Titie 13, chaoter 26, Arizona Revised Statutes, is
amended by adding section 13-2605, to read:

13-2505. Commercial bribery; classification

A. A PERSON. COMMITS COMMERCIAL BRIBERY IF: With Corvupt Indent .

1. SUCH PERSON OFFERS, COMFERS OR AGREES TO CONFER ANY BENEFIT ON AN
EMPLOYEE, AGENT OR FIDUCIARY WITHOUT 7THE CONSENT OF SUCH EMPLOYEE'S,
AGENT'S OR FIDUCIARY'S EMPLOYER OR PRINCIPAL, WITH INTENT TO INFLUENCE HIS®
CONDUCT IN RELATION TO THE EMPLOYER'S OR PRINCIPAL'SYAFFAIRS. Cow
10 2. WHILE AN EMPLOYEZ, AGENT OR FIDUCIARY OF AN EMPLOYER OR
11 PRINCIPAL, SUCH PERSON SOLICITS, ACCEPTS OR AGREES TO ACCEPT ANY BENEFIT
12 FROM ANOTHER PERSOM UPON AN AGREEMENT OR UNDERSTANDING THAT SUCH BENLFIT
13 WILL INFLUENCE HIS CONDUCT IN RELATION TO THE EMPLOYER'S OR PRINCIPAL'S Cpist
14 AFFAIRS.
15 B. COMMERCIAL BRIBERY IS A CLASS 6 FELONY IF THE VALUE OF THE
16 BENEFIT 13 MORE THAN ONE THOUSANG DOLLARS. COMMERCIAL BRIBERY IS A CLASS 1
17 MISDEMEANGR IF THE VALUE OF THE BENEFIT IS NOT MORE THAN ONE THOUSAND

18 DOLLARS.
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ATTACHMENT "N"

March 30, 1979

Proposed Amendment to Nevada S.B. 346

Any employee, agent or fiduciary who, without the
consent of his employer, principal or the person who
has placed his confidence in the fiduciary, solicits,
accepts or agrees to éccept any benefit from another
person upon an agreement or understanding that such
benefit will influence his conduct in relation to the
business affairs of the employer, pfincipal or person
placing such confidence, commits commercial bribe receiving

and shall be punished for a misdemeanor.



SB 347

AB 346

AB 446

o

1)
2)
3)

4)
5)
6)
7)

8)
9)

1)
2)
3)

4)
5)

6)

7)

1)
2)

- 3)

4)

@

BILL COMPARISONS

ADVANTAGES

Permits establishment of prison industry.
Provides for employment of offenders.
Allows the hiring of craftsmen, supervisory
personnel.

Establishes Enterprise Fund.

Mandates purchasing by state agencies.
Permits purchasing by local gov't, certain
non-profit entities.

Amends both the local gov't and state
purchasing acts (Chapters 332, 333 NRS).
Provides punishment for unauthorized sales.
Does not impact present outside work progs.

Allows the establishment of both prison
industries and contracted private industry.
Provides for offender employment and train-
ing programs.

Allows the hiring of supervisory personnel.
May contract outside employment for offenders.
Augments offender work release programs;
permits outside vo/ed trg (trg release prog).
Excess earnings to be prison revenue source.
General operation at discretion of director
and board.

Provides for employment of offenders.
Permits offender wage deductions for

room and board, restitution, etc.

General operation at discretion of
director and board.

Does not impact present outside work progs.

1)
2)

3)

4)
5)

6)

7)
8)

9)
1)
2)
3)

4)
5)

1)

2)
3)
4)

O"‘_

DISADVANTAGES

Requires a specified sworn annual report.

Mandates a separate inventory (to be included in annual
report) .

Unencumbered balance to be reverted, but does not state
who determines that balance; limits amount retained to
supplies, tools, machinery with no consideration for
other operational costs.

Inadequate discretion regarding general operation.
Prohibits sale to general public except by parolees

and probationers.

Establishes a general fund account for receipt of moneys
due for 'labor performed' (ill defined).

No minimum wage requirement.

No requirement for offender wage deductions such as room
and board, restitution, etc.

No specified training requirement.

Requires employment of all offenders (except behavioral
problems) on 40 hour week. (No discretion as to variable
work weeks.)

No specified market for goods.

No requirement for offender wage deductions such as
room and board, restitution, etc.

No minimum wage requirement.

Does not establish an Enterprise Fund or accounting
procedures (what are 'excess earnings').

Concerned with private industry only which limits
employment potential.

Creates an industry advisory board.

Does not establish accounting procedures.

Does not require training (would limit employment).
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1)
2)
3)
4)
5)
6)
7)

8)
9)

1)
2)
3)
4)
5)
6)
7)
1)
2)
< 3)

4)
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BILL COMPARISONS

ADVANTAGES

Permits establishment of prison industry.
Provides for employment of offenders.
Allows the hiring of craftsmen, supervisory
personnel.

Establishes Enterprise Fund.

Mandates purchasing by state agencies.
Permits purchasing by local gov't, certain
non-profit entities.

Amends both the local gov't and state
purchasing acts (Chapters 332, 333 NRS).
Provides punishment for unauthorized sales.
Does not impact present outside work progs.

Allows the establishment of both prison
industries and contracted private industry.
Provides for offender employment and train-
ing programs.

Allows the hiring of supervisory personnel.

May contract outside employment for offenders.

Augments offender work release programs;

permits outside vo/ed trg (trg release prog).
Excess earnings to be prison revenue source.

General operation at discretion of director
and board.

Provides for employment of offenders.
Permits offender wage deductions for

room and board, restitution, etc.

General operation at discretion of
director and board.

Does not impact present outside work progs.

1)
2)

3)

4)
5)

6)

7)
8)

9)
1)
2)
3)

4)
5)

1)

2)
3)
4)

DISADVANTAGES

Requires a specified sworn annual report.

Mandates a separate inventory (to be included in annual
report) .

Unencumbered balance to be reverted, but does not state
who determines that balance; limits amount retained to
supplies, tools, machinery with no consideration for
other operational costs.

Inadequate discretion regarding general operation.
Prohibits sale to general public except by parolees

and probationers.

Establishes a general fund account for receipt of moneys
due for 'labor performed' (ill defined).

No minimum wage requirement.

No requirement for offender wage deductions such as room
and board, restitution, etc.

No specified training requirement.

Requires employment of all offenders (except behavioral
problems) on 40 hour week. (No discretion as to variable
work weeks.)

No specified market for goods. .

No requirement for offender wage deductions such as *
room and board, restitution, etc.

No minimum wage requirement.

Does not establish an Enterprise Fund or accounting
procedures (what arec 'excess earnings').

Concerned with private industry only which limits
employment potential.

Creates an industry advisory board.

Does not establish accounting procedures.

Does not require training (would limit employment).
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ATTACHMENT

'S.B. 131

Provides for automatic revocation of a gaming license
for attempts and conspiracies to violate NRS Chapter
4063, 464 or 465, and provides felony penalties and for-
feitures of property in cases involving violation of
the licensing statutes.

Page 1, line 5, section 1, paragraph l: Amend to read as

follows: ".

464 or 465 of NRS mayv act as an immediate revoca-

1t

tion of all.... The previously proposed new language '"effects

the immediate revocation' should be deleted.

Page 1, line 19, section 1, paragraph 3: Amend to read as

follows: to violate any of the provisions of NRS 463.160

2

subsection 1 shall be punished by....

Page 2, line 1, section 1, paragraph 3: Amend to read as

1]

follows: .. has acquired or maintained in violation of NRS

463.160 , subsection 1 and its related...."

Page 2, line 6, section 1, paragraph 3: Amend to read as

follows: "... participated in the conduct of in violation of NRS

463.160 , subsection 1 and its related provisions."

Additionally, NRS 465.010 "Unlicensed gambling games un-
lawful" and NRS 465.020 "Penalty for permitting unlicensed
games' should be repealed. These two sections of NRS Chapter

465 merely duplicate the penalties which are provided for

3/21/79
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S.B. 131, page 2

in NRS 463.360. All violations of the licensure provisions of
the Gaming Control Act are currently classified as gross mis-
demeanors by both NRS 463.360 and 465.010 and 465.020. 1If

S.B. 131 is passed, with the amendments proposed by the Board,
all violations of NRS 463.160 would remain gross misdemeanors,
with the exception of violations of NRS 463.160(1l), which would

then be classified as felony violatioms.

3/21/79
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ATTACHMENT "Q"

t::) PROPOSEL: AMENDMENT
Section 1. NRS 463.160 is hereby amended to read as follows:
.463.160
1. —~-—
2, --
3. --
4, ~=—

5. [Any person who shall] It is unlawful for any person

to kndwingly permit any gambling game, slot machine or device to
be conducted, operated, dealt or carried on.in any house or build-
ing or other premises owned by him, in whole or in part, except
by a person who is licensed hereunder, or his employee [, is guilty
of a gross misdemeanor] . '

[6. --1

(7.1 6. ~-

(8.1 7. —-

[9.] 8. —-

(:) Section 2. NRS 463.360 is hereby amended to read as follows:
463.360 1. (As in S.B. 131)
2. (As is)
3. Except as provided in subsection 4 of NRS

463.360, any person whowillfully violates, attempts to violate,
or conspires to violate any of the provisions of subsections 1,
2, 3, 4 or 5 of NRS 463.160 (remainder as is in S.B. 131, except
change references to NRS 463.160 to "subsections 1, 2, 3, 4 or 5
of NRS 463.160").

4. Any'licensee who puts additional games or slot ma-

chines into play or displays such games or slot machines in a pub-

lic area without first procuring all required licenses and approvals

is subject only to the penalties provided in NRS 463.310 and any

pertinent oxdinance of any county, incorporated city or unincorpor-

ated city or town.

5. (present subsection 4 of S.B. 131).



ATTACHMENT “R"

S.B. 236

This is the Gaming Control Board's ommibus bill. It amends
‘'various sections of the Gaming Control Act.

This set of changes incorporates all those changes previously
requested by the Board.

Page 1, line 9, section 1, paragraph l: Eliminate the refer-

ence to ''sic bo," and change to read as follows: . baccarat,

pai gow, beat the banker, panguingui or slot machine, or anv other

game or device approved by the Nevada gaming commission, but

[shall] does not include social games played solely for drinks,

or Y

Page 1, line 16, section 2, paragraph l: NRS 463.075 should
be amended to read as follows:

[1.] The board shall be organized in [three] the following

functional divisions: Administrative, [fiscal and surveillance.]

audit, investigations, enforcement, corporate securities and

économic research, and tax and license.

Paragraphs 2, 3, 4, and 5 would be deleted, as they cur-
rently are in the bill as is before the committee. It should be
noted that the above amendment would make NRS 463.075 consistent
with the provisions of NRS 463.0380. NRS 463.080 currently pro-
vides that the board may, "Establish, and from time to time
alter, such plan of organization as it may deem expedient." NRS

463.080(1) (a).

3/21/79 i
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S.B. 236, page 2

-It should also be noted that the qualifications of the in-
dividual Board members, outlined in NRS 463.040, would not be
amended. Assigament of functional divisions would still be made,

as appropriate.

Page 3, lines 18-21, section 5, paragraph 4(c): This section

should be amended to read as follows: '"(c) To a duly authorized

agent of a federal or state agency, including but not limited to

agents of the Federal Bureau of Investigation, the United States
Treasury Department, [or] the Commissioner of the Internal Revenue

Service of the United States, or the Securities and Exchange

Commission of the United States pursuant to [rules and] regulations

adopted by the commission.

Page 6, line 1, section 8, paragraph 9(a)(3): Eliminate the

word "willful," so that that line reads: '"(3) There has been a

violation of NRS 463.160; or"

Page 10, line 23, section 10, paragraph l(a): That line

13

should be amended to read as follows: including, but not

1"

limited to:

Section 10, page 10, paragraph 1(a) should also be amended

at lines 39-40, to include count room personnel in the definition

3/21/79
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S.B. 236, page 3

and to remove junket representatives. Those lines should, there-
fore, read as follows:
"(15) Ticket writers; and

"(16) Count room personnel."

Page 12, line 38, section 10, paragraph 9: This section

should be amended to add the language of A.B. 361. That line

should then read: "... enforcement agency. Any record of the

board or commission which shows a conviction of an applicant for a

crime committed in a state other than the State of Nevada must

show the classification of the crime, as a miscdemeanor, gross mis-

demeanor, felonv, or other ¢lass of crime, under the law of the

state of conviction, and in any disclosure of such a conviction a

reference to the classification of the crime mav be made only to

the classification in the state where the crime was committed.

Page 14, line 34, section 12, paragraph 5(b): This section

should be amended to change ''an application' to '"his application."

121

Line 34 would then read as follows: submit his application

for licensing, finding of suitability or registration;

Add a new section to amend NRS 463.160: NRS 463.160 is

hereby amended to read as follows:
463.160 License required.

1. No amendment.

3/21/79
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8.8, 236, page 4

No amendment.
. No amendment.

. No amendment.

2

3

4

5. No amendment.
6. No amendment.

7 No amendment.

8 No amendment.

9. [If the premises of a licensed gaming establishment are
directly or indirectly owned or under the control of the licensee
therein, or of any person controlling, controlled by, or under
common control with such licensee, the commission may, upon
recommendation of the board, require the licensee to present the
application of any business or person doing business on the
premises for a determination of suitability to be associated with

a gaming enterprise in accordance with the procedures set forth

in this chapter.] 1If the premises of a licensed gaming estab-

lishment are directly or indirectly owned or under the control

of the licensee therein, or of any person controlling, controlled

by, or under common control with such licensee, the commission

may, upon recommendation of the board, require the licensee to

present the application of any business or person for a deter-

mination of suitability to be associated with a gaming enterprise

if such business or person:

(a) Does business on the premises of the licensed gaming

establishment;

3/21/79

1S LY



YAV

S.B. 236, page 5

(b) Does business with the licensed gaming establishment in

the capacity as junket representative or ticket purveyor; or

(c) Provides any goods or services to the licensed gaming

establishment for a compensation found by the board in its recom-

mendation to be grossly disproportionate to the goods or services

provided.

If the commission determines that such business or person is
unsuitable to be associated with a gaming enterprise, such as-
sociation shall be terminated. Any agreement which entitles a
business other than gaming to be conducted on such premises

or with the licensed gaming establishment as set forth above is

subject to termination upon a finding of unsuitability of the
business or of any person associated therewith. Every such
agreement shall be deemed to include a provision for its termina-
tion without liability on the part of the licensee upon a finding
by the commission that the business or any person associlated
therewith is unsuitable to be associated with a gaming enter-
prise. Failure expressly to include such a condition in the
agreement is not a defense in any action brought pursuant to this
section to terminate the agreement. If the application is not
presented to the board within 30 days following demand or the
unsuitable association is not terminated, the commission may pur-
sue any remedy or combination of remedies provided in this chap-

ter.

3/21/79
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S. B. 346
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SENATE BILL NO. 346—SENATOR KOSINSKI
MARCH 21, 1979

Referred to Committee on Judiciary

SUMMARY—Defines crime of commercial bribery and provides
penalty. (BDR 16-1144)

FISCAL NOTE: Effect on Local Government: No.
Effect on the State or on Industrial Insurance: No.

<>

EXPLANATION—Matter in italics is new; matter in brackets [ ] is material to be omitted.

—

AN ACT relating to crimes and punishments; defining the crime of commercial
ltxﬁ'ibery; providing a penalty; and providing other matters properly relating
ereto.

The People of the State of Nevada, represented in Senate and Assembly,
do enact as follows:

SEcTiON 1. Chapter 207 of NRS is hereby amended by adding
thereto a new section which shall read as follows:

Any person who confers, or offers or agrees to confer, a benefit upon
any employee, agent or fiduciary without the consent of the employer,
principal or person who has placed his confidence in the fiduciary, and
who does so with the intent to influence the conduct of the employee,
agent or fiduciary in relation to the business affairs of the employer,
principal or person placing such confidence, commits commercial brib-
ery and shall be punished for a misdemeanor.
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