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The Rise and St

By Philip Greer

_ Washington Post Staff Writer
NEW YORK—Three years
ago, Robert L. Vesco was vir-
tually wnknown outside of a
small Wall Street group that
had watclied his impressive
rise in the world ‘of corporate
finance.

Today, he is a central fig-
ure in-a drama that has
produced the. criminal in-
dictments of two . former
Cabinet officers, the resig-
nation  of the chairman of
the Securities and Exchange
Commission, a continuing
grand jury investigation
here and congressional hear-
ings in Washington.

Who is Robert Vesco?
“Anybody who knows Bob
knows that he had to end up
somewhere  around tpe
Watergate thing. It was
made to order for him. The
chance to buy something
you want, the intrigue, the
rubbing shoulders ‘with big
names. He: lives on those
things.”

That was.a former busi-
ness associate. Here is 2
neighbor in Boonton, N.J.

He never made many
friends around here. He was
always coming and going, "
never spending much time
at home. But when he was
home, he was very close to
his family. He’s crazy about
those kids and he gives
them everything.”

Born 37 years ago in De-
means, Vesco is an unimpos-
ing figure, except for sharp,
light 'eyes that some have
called mesmerizing. Just un-
der six feet, with black hair
combed straight back and a
mustache that varies from -
debonair to scraggly, he is
given to fits of anger and
threats of violence. He bit-
terly resents implications
that he is somehow involved
with organized crime.

“He always says that if his
name didn’t end in a vowel,
he wouldn’t be in this kind
of trouble,” an associate
said recently. “But if you
suggest that he change his
name he gets very angry
and says he’s proud of his
heritage” (Italian on his fa-
ther’s side, Yugoslav on his
mother’s).

Reared in Detroit, he at-
tended Wayne State Univer-
sity from 1952 to 1955, but
left without graduating to
take a job as a junior drafts-
man with the ill-fated Pack-
ard Motor Car Co. He soon
left there, went through twao
other companies and wound
up with  Olin Mathieson
Corp. (now Olin Corp.) .in a
newly begun aluminum ex-'
trustion division. A man
- who worked with him there
recalls :

“He was always trying to
impress people. He had a
friend who owned a Cadillac

LN

with a telephone 1n tne
back. At quitting time, Bob
would run out into the park-
ing lot and get into the back
of the car with the phone at
his ear. Then he’d just sit
there so that everybody else
could walk,by and see him.” '

In 1969, Vesco set himself
up as a financial consultant
and, through a series of
. transactions—which in-
cluded buying a moribund
company from Baron Ed-
mund de Rothschild—cre-
ated International Controls
Corp. (ICC), a small New
Jersey electronics company
from which he launched his
assault on the world of high
finance.

Vesco’s largely unsuccess-
ful efforts to build = mam-
moth corporate enterprise
and an equally unsuccessful
flight at a Européan mutual
fund—he lost $200,000 of a
$270,000 investment—kept
him traveling much of the
time. While he has shown a
strong attachment to his
family, the upbringing of his
three sons and one daughter
has recently been left
mostly to his wife, Pat.

‘Mrs. Vesco, whose car
bears the New Jersey li-
cense number “1-PAT” is
shortish and plain-looking,
described by neighbors' as
extremely warm and
friendly but somewhat.over-
powered by her husband’s
fast-paced life. The former
Pdtricia Melzer of Troy,
Mijch., she married Vesco 20

‘years ago.

“Pat is a very simple
woman, with very simple
tastes,” says a woman
friend. “You've never seen a
woman on whom great
wealth is more wasted. She P
just doesn’t care about all |
these fancy things.”

At a shareholders’ meet-
ing of Investors Overseas
Services in Toronto in June,
1971, Mrs. "Vesco and her
mother-were -seated down -
near the dais; where Vesco
held forth from 10 a.m. until.
well past midnight. At one
point, she left to bring back
hamburgers. At another, she
stgod up. and shook a fist at
a shareholder who asked an
accusing question.

{he family relationship s
considered by some observ-
ers to be inhibiting Vesco’s
nonstop efforts to outdis-
tance the Securities and Ex-
change Commission and
other government agencies.
The chief problem is young-
est son Bobby, who suffers
from a learning disability
and requires special teach-
ers.

A few years ago Vesco, de-
teimined that Bobby would
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attend the same private
school as his brothers and
sister, launched a drive to
build ‘a special wing on ‘the
school for children with sim-
ilar disabilities. While he
was hailed as_a community
leader for the successful ef-
fort, court papers filed ear-
lier this ‘year indicate that
the land for the wing actu:
ally was purchased by Inter- )
national . Controls, with a
commitment from Vesco to
donate it to the school.

Oldest son Danny, 19, isa
student at Lehigh Univer-
sity in Bethlehem, Pa. Tony
is 17 and daughter Dawn is
12. ’

Dawn’s love of horseback
riding indirectly triggered a
local fuss. While expanding
his property, Vesco decided
to build a stable, and
needed a change in town-
ship zoning laws. A court
battle with neighbors re-
sulted. Vesco’s local lawyer
Harry L. Sears, onetime Re-
publican majority leader of
the New Jersey state Senate,
who was indicted on May 10.
along with Vesco, former
Attorney General John N.
Mitchell and former Com-
merce Secretary Maurice H.
Stans on charges of ob-
structing an SEC investiga-
tion of Vesco’s financial ac-
tivities.

The family has remained
in Boonton while Vesco
moves among homes in the

~ Bahamas, Costa Rica and

other places some govern-
ment agencies would dearly
like to discover. The family
members frequently meet
on weekends and there have

. heen reports they will move

to Costa Rica this summer,

The family lives in a ram-
bling ranch house on a
winding country road.
Bought six years ago, the
house has had wings added
and its ‘property enlarged
from one acre to about 80.
People who have been in
the house estimate its mar-
ket value, exclusive of the
land, at  about $150,000

_(values in the area have

been rising about 10 per
cent a year). The property
has a circular driveway,
swimming pool and helicop-
ter pad—from which Mrs.
Vesco is known to have
flown to New York for shop-
ping when the roads are
crowded. Court papers.show
that the parcel of land ‘con-
taining the helicopter pad
actually belongs to ICC, not
to Vesco.

While Mrs. Vesco is well
known to her neighbors,
Vesco himself has remained
a sort of mystery man. Local
newspapers are fond of fol-
lowing his aetivities—one of
them had a reporter in- fed-
eral court here every day at
the beginning of the SEC’s
civil fraud trial—and each
new = government action
produces big headlines, -



Among many in the area,
Vesco commands a kind of
passive respect—as an entre-
preneur who dares chal-
lenge the nation’s . institu-
tions.

It.was his connection with
I0S more than any of his
previous efforts as a finan-
cial promoter that propelled
Vesco into the spotlight,

Founded by  Bernard
Cornfeld, who is now in a
Swiss jail, IOS developed
from a small mutual fund
operation to a sprawling
complex of mutual funds,
banks, insurance companies
and real estate holdings. At
its peak, IOS had about 2.3
billion in foreign investors’
money under its control
while Cornfeld and his exec-
utives lived a flamboyant,
jet-paced existence and con-
stituted a dominant force in
securities markets around
the world. .

In March, 1970, a financial
crisis hit I0S, forcing Corn-
feld from control and trig-
gering a worldwide search
for a “rescuer” who could
provide the company with
the cash it needed to meet
payrolls and other immedi-
ate expenses. John King, a
Denver promoter of oil-drill-
ing programs, who has since
himself filed a bankruptcy
petition, was the first to.
try but he failed. A num-
ber of European bands were .
approached, but they ref-
used to involve themselves
with IOS.

At  about that - time,
VESCO was struggling with
International Controls

Corp., trying to digest the
takeover of Electronic Spe-
cialty Co. in 1970, a feat he
accomplished over  the'
strong opposition of Elec-
tronic specialty’s manage-
ment and to loud plaudits
on Wall Street.

His first connection with
IOS was in February, 1968,
when he sold 50,000 shares
of his stock in ICC to IIT,
an. -international mutual
fund run by IOS. Later that
year, IIT bought more than
$5 million worth of bonds is-
sued by an ICC subsidiary.
In the course of these pur-
chases, Vesco got to know C.
Henry Buhl III, and heir to
a General Motors fortune

and investment manager of

IIT.

When the search for a res-
cuer began, Buhl contacted
Vesco, who dispatched Mil-
ton Meissner, a management
consultant and long-time
confidant, to examine the
company. Meissner’s report

—that there was no real cri-

sis at IOS, only a shortage

of cash that could easily be -

remedied—convinced Vesco
that here was his chance to
wade into international fi-
nance. :

A man with an eye for fi-_

nancial figures—“he sees
things in a balance sheet
that nobody else can spot,”
says an SEC staffer— Vesco
devised a plan to acquire
control of IOS using in ef-
fect, the company’s own as-
sets. He arranged a 15 mil-
lion “line credit,” of which
only $5 million was ever
used and that was quickly
backed by IOS itself once

<

Vesco moved| in on terms
that gav ehim an absolute
veto over thel company’s fi-
nances. (Former directors
concede that the only board
member to oppose the Vesco

“loan” was Cornfeld, who.

predicted Veseo  would
“rape” the company.)

With that foothold, Vesco
moved to  cansolidate his

position and started a res-

-tructuring’ of I10S. Corn-

feld’s 6.6 million shares of
preferred stock-—which
elected two-thirds of the. di-
rectors—was |pought by a
Panamanian company
which, the SEC has charged,
was a front for Vesco him-
self (the SEC said' Vesco
tried to use IOS money for

that purchase, too, but was -

thwarted when several em-
ployees and 4
refused to go| along). IOS:
managed mutual fi ere

cut away and |assigned to a -
new company, Value Capi- -

tal, Ltd. The banks were re-
organized .in |Interhational

Bancorp, -Ltd. [ The. real es- .

taterand insurance holdings
wer€ also set up in separate
companies, under the con-
trol of Vesco associates.

In March, 1971, the SEC,
which has had investigations
of IOS going since 1965, be-
gan to examine Vesco’s rela-
tionship with the company.
In 1968, IOS signed a con-
sent decree, which, among
other things, prohibited it
from any affiliation with
companies under the SEC’s
jurisdiction, dand the com-
mission wanted to deter-
mine whether | Vesco, then
chairman of |International

Controls, violated  that
agreement.
Vesco fought furiously

against-the probe, to the ex-

tent of a federal suit to pre-
vent the SEC from forcing
him to testify since he was a
director of an IOS bank in

Switzerland, |which has
strict laws on bank secrecy.
He lost.

By the spring of 1972, the
SEC probe was| reaching its
final stages. Then, according
to subsequent court records,
two things happened. One,
Vesco made a |secret $200;
000 cash contribution = to
President Nixon’s re-elec-
tion campaign, after a series
of meetings between his
agents and Nixon finance
chief Maurice H. Stans and
former Attorney General

John N. Mitchell. In return, .

a federal grand jury here
charged, meetings were set
up with SEC officials so that
Vesco could give his side of
the case.

The second step, the SEC
charged in a ¢iyil fraud ac-
tion last Nov. 27, was the
“looting” of $224 million in

. assets from the |IOS mutual

funds. The |commission
charged that | Vesco ar-
ranged the sale of all the

Swiss bank

marketable U.S. securities
held by the mutual funds
and funneled the money
into companies he con

trolled, A preliminary hear-
ing in the case ended on
May 18, with a ruling due in
late July.
Meanwhile, Vesco has set
‘up dual headquarters in
Nassau,” The Bahamas, and
San Jose, Costa Rica. TIn
Nassau, where his activities
are centered in the Bahamas!
Commonwealth Bank, he—;
-or companies controlled By
associates—has bought a
number of companies and
reportedly made loans to
companies connectedito gov-
ernment officials. In Costa
Rica, IOS lent $2.15 million
to a company founded by
Costa Rican President Jose
Figueres. The SEC charged
that $60 million has been
placed in a dummy corpora-
tion there, but Vesco admits
to investments of only $25
million. (While President. Fi-
gueres maintains he - hapdly
knows Vesco, a San Jose
newspaper recently reported
that Mr. and Mrs, Vesco
were the godparents of the

- - new-born




