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Contractors Said to Have Paid for State Work

By Richard M. Cohen and Edward Walsh
Washington Post Staff Writers

Federal prosecutors investigating Vice
President Spiro T. Agnew have been
told by several Maryland engineering
contractors that they made regular cash
payments personally to Agnew to re-
ceive choice state contracts while Agnew
was governor of Maryland, informed
sources said yesterday.

In addition, sources said the prosecu-
tors =also are investigating allegations
that, since Agnew became Vice Presi-
dent, some money collected from Mary-
land businessmen on his behalf, ostensi-
bly as campaign contributions, has been
used to influence the awarding of fed-
eral contracts by the General Services
Administration, which builds and leases

. most federal government offices.

The investigation of the ‘allegations’

involving GSA contracts let to Maryland
individuals is focused for the moment
on the intermediaries alleged to have
collected the money on Agnew’s‘ behalf,
the sources said. No GSA records or
officials have been subpoenaed to date
by the federal prosecutors in Baltimore.

Speaking for GSA administrator Ar-
thur Sampson, a GSA spokesman said
late vesterday, “To this moment, no one
has brought to our attention. even a hint
of impropriety. We have had no contact
whatsoever from the U.S. attorney’s
office.

“We consider it completely irresponsi-
ble for The Washington Post to print
such an allegation and impugn the in-
tegrity of this agency and its officials

without presenting us with even a shred

of evidence of wrongdoing:” -
Agnew strongly asserted his innocence

. PROBE, From Al

“ press conference last week,
*; said'that seme of the informa-

. tion now in the hands of the

¢ prosecutors might be ‘“com-
“ing from those who have
found themselves in deep
»trouble and are looking to
 extricate. themselves.”

Matz and Wolff have been
. granted use imm unity—
“meaning - that their, testi-
“mony before the grand jury
‘can not be used against
~them. However, both men
-ecould be prosecuted on the
"basis of evidence the govern- -
-ment has obtained from
other sources, -

In addition to these two;
sources said, the government
has similar or identical alle-
gations about payments to
Agnew from other engineer-
ing contractors. One of
these, sources said, is Green
Assoc. Inc., an engineering
firm . headquartered in Tow-
son, the county seat of Bal-
timore County and * with
branches in Rockville and
Timonium, Md.

The president of the firm
is Allen I. Green, a friend
of Agnew,. Green who also
is under investigation him-
self in the probe, could not
be reached for comment.
His lawyer, Brendan Sulli-
van, refused to discuss the
case at all.

One of the Green firm’s
seven .vice presidents is
Richard Beall, a brother of
Sen. J. Glenn Beall (R-Md.)
and of George Beall, the
U.S. attorney for Maryland
who is heading the investiga-
tion. A spokesman for Sen.
Beall said yesterday that
Richard Beall is a consult-
ing engineer and has been
with the firm for about a
year. There is no indication
that Richard Beall is under
investigation. :

According to informed
sources, the U.S. attorney’s
office in Baltimore has been
told that some of the engi-
neering contractors raised

the cash they said they gave
to Agnew by awarding bo-
nuses to, employees . who
then returned the money,
minus proper tax deductions,
in cash. In this way, sources
said, the engineering compa-
nies were able to huild a
pool of untraceable cash for
the payments.

A variation of this techni-
que is known to have been
used for years to circumvent
federal campaign financing
laws. In these cases, corpo-
rations that are barred from
making political contri-
butions to federal candidates
have been known to encour-
age their employes to make

contributions later reim-
bursed in the form of bo-
nuses.

The  investigation of Ag-
new apparently began as a
probe of Baltimore County
Executive Dale Anderson
and allegations that Ander-
son had accepted kickbacks.
from county - engineering
and architectural firms

Anderson, who has ac-

Py
1

knowledged he is under in-
vestigation, has denied any.
wrongdoing. Yesterday, how-
- ever, he admitted at a press
conference that he had re-
ceived cash campaign con-
tributions from developers
and contractors who did
business with the county. He
said that in accepting the
contributions, . however, he
“was doing nothing wrong.
Jerome Wolff, because of
" his long association with Ag-
- new, is considered central to
_any investigation of the Vice
President, sources said. His
name, for instance, was on
one subpoena issued by the
federal prosecuitors to the
Maryland Hall of Records,
which stores state govern-
ment documents. The sub-
poena asked for any and all
records dealing with Spiro
T. Agnew and Jerome B.
Wolff.

of any wrongdoing once again yesterday
in a letter to U.S. Attorney George Beall,
in which Agnew made his personal fi-
nancial records available to the prose-
cuters, as they requested.

“I have done nothing wrong,” Agnew
told Beall. “I have nothing to hide.”
- The allegations of regular payments
made to Agnew while he was governor
are coming from consulting engineers
who are themselves under investigation
in the federal probe. Two of them—
Lester Matz, of Matz-Childs Associates,
and Jerome Wolff, the president of a
subsidiary of the Greiner Corp.—have
stated publicly through their attroneys
that they will testify before a federal
grand jury in Baltimore, apparently in

return for some leniency. ; »
. Agnew, in  his nationally. televised

See PROBE, A4, Col. 1.

Wolff was ieputy director
of the Baltinore County de-
partment of public works
when Agnew became the
county executive there in
1862. Since then, Wolff’s car.
reer has been tied to Ag-
new’s.

He was appointed by Ag-
nhew as the chairman of the
old State Roads Commission
where he made important
decisions on state road con-
tracts, and later followed
Agnew from Annapolis to
Washington when . Agnew
became Vice - President.
Wolff left the Vice Presi-
dent’s staff in 1970 to be-
come president of the
Greiner Environmental Sys-
tems Co., a subsidiary of the
Greiner Corp., one of Mary-
la_znd’s largest engineering
firms and the recipient. of
1§rge state contracts for
highway design work.

The investigators from
Beall’s office are probing
‘into a world of big money,
were lucrative contracts are
negotiated and awarded
largely out of public view
and where politics and busi-
ness are inextricably inter-
twined. -

While the precise details
of the probe still are not
clear, it is known that the
federal prosecutors are fo-
cusing on, among other mat-
ters, the awarding of con-
sulting engineering con-
tracts for Maryland highway

- construction projects begin-

ning with Agnew’s term as
governor in 1967. That much
is clear from the subpoenaes
issued by Beall’s office,
which demanded all records
on consulting engineering
contracts with the Maryland
state Highway Administra-
tion between 1967 and 1972,
and similar records for the
same period of time from
the Federal Highway Ad-
ministration’s Maryland di-
vision engineers’ office in
Baltimore.




Consulting engineers do
the crucial design work. be-
fore any project—a bridge,
a road, a building—is turned
over to a construction com-
pany to actually be built. |
Generally, their work falls
into two categories—the de-
tailed design of a facili.ty,
along with' related studies .
such as the probable envi-
ronmental impact of 'the
project they are designing,
and supervision of the con-
struction Work to see that it
follows their design.

The amounts of money
paid for these services is
enormous and much of its is
public money parceled out
by government agencies.
For the fiscal year that be-
gan July 1, for example, the
Maryland State Highway
Administration has a con-
struction budget of $173 mil-
lion, of which about 10 per
cent, or $17 million, will go
for outside engineering serv-
ices.

During the last  fiseal
year, the Federal Highway
Administration committed
$4.4 billion in federal funds
for highway construction
work, including payments
for engineering services.
And although this was fed-
eral’money, it was funneled
through the highway agen-
cies of each of the 50 states,
which then choose the engi-
neers and supervise the con-
struction of virtually all
highways in the country, in-
cluding the $40 billion Inter-
state Highway System.

In ‘this world of big
money contracts, that can
mean millions of dollars to
individual firms, the process
of choosing the contract re-
cipients is in the hands of
relatively few people who
rarely become the focus of
public attention.

Unlike construction com-
panies, which are awarded
contracts - on the basis of
competitive bids in which
the lowest qualified bidder
generally gets the job, engi-
neers are selected by state
officials and their fees are
set not by bids but through
negotiation.

In Maryland today, ac-
cording to the state’s cur-
rent highway administrator,
Bernard M. Evans, ‘this is
the process by which con-
sulting engineers are chosen
for highway projects:

When the state decides to

low the

undertake a project, Evafs’
staff analyzes the kinds of
engineering services that
will be needed, matching
them with what they know

are the capabilities of the

state’s engineering firms.
The highway administration
staff recommends certain
firms to the chief engineer
of the agency, who in turn

gives Evans a list of three -

firms he thinks are qualified
to do the job and the rea-
sons he bhelieves they are
qualified. '

-The final decision rests
with Evans, just as during
the Agnew administration
the final choice lay with one
of Evans’ predecessors, Je-
rome B. Wolff. He makes
that choice, Evans says, on
the basiss of several factors,
including the size of the
firm and its ability to han-
dle the job, its areas of spe-
cial expertise compared to
the needs of the job, the
firm’s reputation for com:
pleting work on schedule
and its willingness to coop-
erate with state requests.

By the time the field is
narrowed to three, the
choice is usually very close
and in the final analysis is

made, Evans says, on “a

judgment of the. differ-
ences” between the firms.
The selection of engineers
through this process, how-
ever, is contingent on com-
plex negotiations with the
firm over its fee, which fol-
initial " selection.
Nost - .-.engineering = firms
hired by the Maryland high-
way administration, Evans
says, have fees set by the so-
called “cost-plus fixed fee”
system. Under this system,

' negotiations establish what

the firm’s cost and allow-
able overhead for doing the
job will be, and then a per-
centage of those costs .—
which, according to a fed-

" ergl highway administration
officer, usually varies from \

5 to 10 per cent of costs — is
added on as the engineers’
profit.

This system of selecting -

engineers and setting their
fees is used throughout the
country. Engineers are not
chosen through competitive
bids, Evans says, “for the
same reason doctors - and

lawyers can’t be — they’re

licensed professionals.”

“What we’re negotiating .
over is professional serv-,
“Often,

ices,” Evans said.
the responsiveness and ex-
perience of the professional
are highly relevant. There

‘are necessarily a number of

intangibles involved.”

. Evans, a former regional
transportation director for
New York state, took over
the Maryland Highway Ad-
ministration last May 1 and
says he knows nothing of
the practices that were fo‘l-

lowed during the Agnew ad-
ministration.

Another engineer, who
worked for the highway ad-
ministration when Agnew
was governor and Wolff
headed the agency, said yes-
terday, however, that Wolff
chose the consulting engi-
neers during that time, of-
ten without consulting his
staff.. :

“The selections, I imagine,
were made on the basis of
personal knowledge of the
firms,” said the engineer,
who asked not to be idtenti-
fied by name. “They (Wolff
and. his successor, David H.
Fisher) were very knowl-
edgeable and they made the
decisions themselves. There
is a great deal of autonomy
for these people and many
things go on tht the staff.
doesn’t hear about.”

That impression was con-
firmed *by S. Walter Bogley
Jr., who was appointed in

1966 to the old State Roads

" Commission, which was re-

named and reorganized as
the State Highway Adminis-
tration in 1971. The commis-
sion members, Bogley said,
have nothing to do with the
selection of engineers, and
often dom’t know which
firms are doing engineering
work for the state unless
they ask. ‘

Bogley, still a member of
the State Highway Adminis-
tration Commission, says
Wolff wds “one of the most
brilliant men I have ever
had the pleasure of dealing
with.”

It is into this world of ne-
gotiated contracts and politi-
cal connections that U.S. At-
torney Beall and his staff of
young prosecutors are now
probing. In addition to the
state and federal highway
records, the prosecutors
have also subpoenaed all of
Agnew’s campaign financing

records on file with the
state. \ ;

There is no question that
connections between con-
tractors and politicians will
be found in the records, be-
cause contractors and engi-
neers who depend so heavily
for their livelihoods on pub-
lic contracts are expected to
be among the largest con-
tributors to the campaigns
of public officials. Vice
President Agnew conceded
this political fact of life at a
press conference last week!'
when he was asked if his
campaign records would
show contributions from en-

gineers and architects.

“I would suspect that they
do,” Agnew said, “because
anyone that’s been around
the: political scene in the
“United States who would ex-
pect that campaign contribu-
tions don’t come from con-
tractors doing state and fed-
eral business is quite naive.”



