
B
y Joh

n
 Jacob

s 
W

ashington P
ost Start w

riter 

F
orm

er A
ttorn

ey G
en

eral R
ich

ard
 

K
lein

d
ien

st testified
 u

n
d

er o
a
th

 
y

esterd
a

y
 th

a
t h

e h
elp

ed
 secu

re a
 

T
eam

sters u
n

ion
 life in

su
ran

ce con
-

tia
ct fo

r a
 m

a
n

 n
o
w

 a
ccu

sed
 o

f si 
p

h
on

in
g off $7 m

illion
 in

 p
rem

iu
m

s. 
g
u

t K
lein

d
ien

st d
en

ied
 th

a
t h

e ex
-

erted
 an

y im
p

rop
er in

flu
en

ce to d
o it. 

T
h

e clien
t, in

su
ran

ce p
rom

otor Jo-
sep

h
 H

au
ser, is b

ein
g in

vestigated
 b

y 
th

e S
en

ate P
erm

an
en

t S
u

b
com

m
ittee 

on
 In

vestigation
s. T

h
e S

ecu
rities an

d
 

E
xch

an
ge C

om
m

ission
 h

as su
ed

 h
im

 
fo

r fra
u

d
 in

 co
n

n
ectio

n
 w

ith
 th

e $
7

 
in prem

ium
s. L

ast M
arch H

au-
ser w

as con
victed

 in
 a fed

eral cou
rt in

 
L

os A
n

geles of b
rib

in
g u

n
ion

 officers 
in

 a sep
arate b

u
t sim

ilar case in
volv-

in
g u

n
ion

 p
en

sion
 fu

n
d

s. 
,K

lein
d

ien
st a

ck
n

o
w

led
g

ed
 to

 th
e 

su
b

com
m

itteee, w
h

ich
 is h

old
in

g h
ear-

in
gs on

 u
n

ion
 p

en
sion

 fu
n

d
s, th

at h
e 

in
terced

ed
 w

ith
 h

is frien
d

, T
eam

sters 
P

resid
en

t F
ra

n
k

 F
itzsim

m
o
n

s, o
n

 
H

a
u

ser's b
eh

a
lf. H

e a
lso

 sa
id

 h
e 

shared a $250,000 "finder's fee" for his 
services, b

u
t d

en
ied

 veh
em

en
tly th

at 
h

e k
n

ow
in

gly w
ork

ed
 w

ith
 A

llen
 D

orf-
m

an
, a con

victed
 lab

or rack
eteer, to 

ob
tain

 th
e $2.6 b

illion
 life in

su
ran

ce 
contract. 

F
itzsim

m
on

s, w
h

o earlier th
is year 

step
p

ed
 d

ow
n

 as a tru
stee of th

e C
en

-
tral S

tates, S
ou

th
east an

d
 S

ou
th

w
est 

A
reas W

elfare F
u

n
d

, w
as a tru

stee of 
con

sid
erab

le p
ow

er w
h

en
 K

lein
d

ien
st 

ap
p

roach
ed

 h
im

. A
t th

e tim
e, th

e fu
n

d
 

h
ad

 solicited
 b

id
s from

 variou
s life in

-
su

ran
ce carriers to h

an
d

le th
e fu

n
d

's  

b
u

sin
eis, w

h
ich

 am
ou

n
ted

 to $24 m
il-

lion
 a year in

 p
rem

iu
m

s. 
"

I d
id

n
't ever ask

 M
r. F

itzsim
m

on
s 

to u
se h

is in
flu

en
ce,"

 K
lein

d
ien

st tes-
tified

 of h
is golfin

g an
d

 gin
 ru

m
m

y 
p

a
rtn

er. "
B

u
t in

 th
e co

n
tex

t o
f o

u
r 

frien
d

sh
ip

 it w
as assu

m
ed

 h
e w

ou
ld

 
u

se h
is in

flu
en

ce, a
n

d
 I certa

in
ly

 
h

op
ed

 h
e w

ou
ld

."
 

O
n

e reason
 th

e fu
n

d
 solicited

 b
id

s, 
accord

in
g to its ch

ief execu
tive offi-

cer, D
an

iel S
h

an
n

on
, w

as to get aw
ay 

from
 th

e in
flu

en
ce of D

orfm
an

, w
h

o 
h

ad
 p

rocessed
 T

eam
ster in

su
ran

ce 
claim

s for years. In
 testim

on
y M

on
-

d
ay, S

h
an

n
on

 said
 h

e w
as h

ired
 to p

u
t 

th
e a

ffa
irs o

f th
e tro

u
b

led
 cen

tra
l 

fu
n

d
 in

 ord
er, an

d
 h

e w
an

ted
 th

e fu
n

d
 

even
tu

ally to p
rocess its ow

n
 claim

s. 
O

n
 A

p
iil 30, 1976, th

e fu
n

d
's tru

s-
tees voted

 to give th
e W

e in
su

ran
ce 

con
tract to O

ld
 S

ecu
rity L

ife In
su

r-
an

ce C
o., a resp

ected
 firm

 th
at h

ad
 

en
tered

 in
to a rein

u
sran

e agreem
en

t 
w

ith
 H

au
ser's F

am
ily P

rovid
er of A

ri-
zon

a, w
h

ich
 h

ad
 on

e em
p

loyee an
d

 as-
sets of $250,000. 

T
h

e fu
n

d
's ou

tsid
e con

su
ltan

t, T
ol-

ley In
tern

ation
al, h

ad
 con

vin
ced

 th
e 

tru
stees th

at O
ld

 S
ecu

rity h
ad

 su
b

m
it-

ted
 th

e low
est b

id
, evn

 th
ou

gh
 S

h
an

-
n

on
 favored

 a b
id

 b
y P

ru
d

en
tial. B

u
t 

th
e term

s of th
e con

tract w
ith

 O
ld

 S
e-

cu
rity d

id
 n

ot m
eet w

ith
 th

e origin
al 

sp
ecification

s d
esign

ed
 b

y T
olley an

d
 

ca
lled

 fo
r D

o
rfm

a
n

's g
ro

u
p

 to
 co

n
-

tin
u

e p
rocessin

g th
e claim

s. 
K

lein
d

ien
st testified

 th
at h

e talk
ed

 
b

y telep
h

on
e w

ith
 D

orfm
an

 on
 A

p
ril 

27, 1976, an
d

 p
ersu

ad
ed

 H
au

ser to fly 
to C

h
icago to m

eet h
im

 th
e n

ext d
ay. 

U
n

d
er vigorou

s q
u

estion
in

g b
y su

b
- 

com
m

ittee ch
airm

an
 S

en
. S

am
 N

u
n

n
 

(D
-G

a.), K
lein

d
ien

st said
 h

e d
id

 n
ot 

u
se h

is in
flu

en
ce to

 m
a
in

ta
in

 D
o
rf-

m
an

 as th
e claim

s p
rocessor, in

 viola-
tion

 of th
e con

tract sp
ecification

s.. 
B

u
t sou

rces close to th
e in

vestiga-
tion

 say, an
d

 oth
er w

itn
esses h

ave as-
serted

 in
 testim

on
y, th

at K
lein

d
ien

st 
p

aved
 th

e w
ay for D

orfm
an

 to con
-

tin
u

e in
 h

is old
 role.. 

D
orfm

an
 ap

p
eared

 b
efore th

e su
b

 
com

m
ittee yesterd

ay, accom
p

an
ied

 b
y 

C
h

icago attorn
ey A

lb
ert E

. Jen
n

er, 
an

d
 d

eclin
ed

 11 tim
es to an

sw
er q

u
es-

tio
n

s, citin
g
 th

e F
ifth

 A
m

en
d

m
en

t 
p

rivilege again
st self-in

crim
in

ation
. In

 
1972 he w

a
s con

victed
 an

d
 served

 tim
e 

in
 p

rison
 for con

sp
iracy in

 con
n

ection
 

w
ith

 a
 cen

tra
l sta

tes p
en

sio
n

 fu
n

d
 

loan
. 

"
Isn

't it tru
e,"

 N
u

n
n

 ask
ed

 K
lein

-
d

ien
st, "

th
at A

llen
 D

orfm
an

 h
old

s th
e 

k
ey

 to
 th

e cen
tra

l sta
tes p

en
sio

n
 

fu
n

d
? Isn

't it tru
e th

at h
e 1* on

e of 
th

e m
ost p

ow
erfu

l p
eop

le in
 th

e w
h

ole 
ap

p
aratu

s of th
e T

eam
sters' h

ealth
 

and w
elfare fund?" 

K
lein

d
ien

st rep
lied

 th
a

t h
e k

n
ew

 
th

at n
ow

, b
u

t th
at h

e d
id

 n
ot k

n
ow

 it 
w

h
en

 h
e talk

ed
 to D

orfm
an

 on
 A

p
ril 

2
7
 la

st y
ea

r. H
e sa

id
 

h
e 

k
n

ew
 th

at 
D

orfm
an

 h
ad

 b
een

 in
volved

 in
 crim

i-
n

a
l p

ro
ceed

in
g

s, b
u

t th
a

t b
eca

u
se 

D
o

rfm
a

n
 a

n
d

 F
itzsim

m
o

n
s w

ere 
frien

d
s, at least "

it w
ou

ld
 n

ot h
u

rt"
 

for H
au

ser to go to C
h

icago to talk
 to 

D
orfm

an
 ab

ou
t con

tin
u

in
g to p

rocess 
th

e claim
s. 

In
 o

th
er testim

o
n

y
, W

a
sh

in
g

to
n

 
p

u
b

lic rela
tio

n
s co

n
su

lta
n

t Irv
in

g
 

D
avid

son
 d

escrib
ed

 h
ow

 h
e served

 as 
a go-b

etw
een

 for H
au

ser an
d

 T
h

om
as 

R
IC

H
A

R
D

 G
. K

L
E

IN
D

IE
N

ST
 

d
en

ies exertin
g im

p
rop

er in
flu

en
ce 

D
. W

eb
b

 Jr., a frien
d

 of K
lein

d
ien

st 
an

d
 F

itzsim
m

on
s. F

or th
at, h

e sp
lit 

K
letndienst's $250,000 fee from

 H
au

-
ser an

d
 gave h

alf of th
at to W

eb
b

. H
e 

a
lso

 testified
 th

a
t h

e w
a
s in

 K
lein

-
d

ien
st's o

ffice w
h

en
 K

lein
d

ien
st 

called
 D

orfm
an

 an
d

 th
en

 told
 H

au
ser 

in
 stro

n
g

 term
s to

 m
eet w

ith
 D

o
rf-

m
an. 
K

lein
d

ien
st h

as n
ot b

een
 ch

arged
 

w
ith

 an
yth

in
g illegal. H

e ap
p

eared
 as 

part of the subcom
m

ittee's broader in-
vestigation

 of p
en

sion
 fu

n
d

 ab
u

ses. 
N

u
n

n
 said

 in
 an

 in
terview

 th
at h

e is 
th

in
k

in
g of p

rop
osin

g legislation
 to 

p
reven

t p
en

sion
 fu

n
d

 ab
u

ses, b
u

t d
e-

clin
ed

 to
 ela

b
o

ra
te u

n
til a

fter th
e 

h
earin

gs en
d

. T
h

e h
earin

gs con
tin

u
e 

tod
ay, w

ith
 F

itzsim
m

on
s an

d
 H

au
ser 

as th
e exp

ected
 w

itn
esses. 

B
oth

 F
itzsim

m
on

s an
d

 K
lein

d
ien

st 
h

ave d
en

ied
 th

at th
ey h

ad
 an

y id
ea 

H
au

ser w
ou

ld
 sip

h
on

 off th
e T

eam
-

sters' p
rem

iu
m

s, as th
e S

E
C

 an
d

 th
e 

central fund have charged. 

A
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K
leindienst Says H
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M
an G

et T
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