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gnew Associate

Denies Payoff Role

By Edward Walsh
Washington Post Staff Writer

J. Walter Jones, a wealthy Annapolis
banker and long-time fund-raiser for
former Vice President Spire T. Agnew,
is the unidentified “close associate” or
“middleman” who is accused by the Jus-
tice Department of funneling cash kick-
backs from a Maryland engineer to Ag-
new almost from the beginning of Ag-
new’s public career, informed sources
said yesterday.

The description of the activities of “the
close associate” are contained in the Jus-
tice Department’s 40-page exposition of
evidence against Agnew that was made
public Wednesday when he pleaded neo
contest to a single charge of income tax
evasion.

Jones, who has been notified that he
is the target of the federal grand jury
investigation of bolitical corruption in
Maryland, has consistently denied any
wrongdoing, His attorney, Plato Ca-
cheris, said yesterday that he would
have no comment on the identification
of Jones as the “close associate.”

The activities of “the close associate”
are described in the statement along
with the roles of four other men who
are named in the statement and accused
by the government of being key figureg
in an often complex, 10-year-old scheme
devised by Agnew to extort thousands
of dollars from engineering firms in re-
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SYSTEM, From Al
prn for granting them lu-
rative public contracts,

The assertions made in
he government document
ffer a startling view of the
ystem under which public
ontracts are awarded, not
mly in "Baltimore County
md Maryland, bui in other
ections of the conntry. Al-
hough the document con-
ierns allegations against
inly one political figure, Ag—
jew, and a handiul of his
riends, those allegations re-
real certain patierns that
ppear to be applicable on a
nuch wider scale, .

Among  the . patterns
merging from the charges
1igainst Agnew.are;

The system in which engi-
reers and other consultam}s
ay political figures or thgu'
jgents in return for obta.lp—
ng government contracts is
videspread, clzarly under-
tood by those who partici-
rate in it ard, in many
1ases, considered a norn_1a1
part of doing business with
} government agency.

In a public career that
jpanned less than 15 years,
Agnew rose rapidly through
he three main levels of
American government:
ocal, state and federal. Yet,
sccording to the Justice De-

artment document, at no
Eme did Agnew consider
1alting the process of ex-
lorting money from engi-
teers that he had initiated
thortly after  becoming
rounty executive of Balti-
nore County in 1962.

In one secticn, the govern-
ment document . describes
he attitude of ;businessmen
pn the local jevel, in Balti-

ore County, At this time,
erome B. Wolff, one of the
lour men waose activities
Ire described in” the state-
jent, had left the county

government to begin his

ywn engineering firm.

“Friends ir the consulting
business asked ‘Wolff, while
Mr. Agnew was.county exec-
utive; how much Wolff was
paying’ for the  engineering
work that he was recéiving
from Baltimore County,” the
document ' says. “They
seeqrec to assume that he
was paying, as:it was well
known in the business com-
munity that engineers gen-
erally, and the smaller engi-
neers in particular, had to
pay in orderto obtain ‘con-
fracts from the county in
those days.»

Wolff wag,, later to be

named by Agriew, ‘when Ag-
hew was governor, to be
thairman of ‘the powerful
Maryland State Roads Com-

missien, to betome a science ]

adviser on the vice presiden-
tial staff and, in; 1970, to
leave Agnew's staff to be-
come president of Greiner
Environmental Systems,
Inc.y g Maryland engineer-
ing firm. ]

Actording to the ‘govern-
ment document, this atti-
tude expressed in Baltimore
Couri’. did not change when
Agn- - reached the state
capi'aiof Annapolis in 1967.
The statement describes a
meeting in the State House
early that year with Aghew,
Wolff and I. H. Hammerman
II, a wealthy Baltimore in-
vestment banker and an-
other key figurein the expo-
sition of evidence,

“Gov. Agnew advised
Hammerman that there was
in Maryland a long-standing
‘system,” as he called it, un-
der which engineers made
substantial ‘cash contrib-
utions’ in return for state
contracts awarded through
the State Roads Commis-
sion, Gov. Agnew referred
to the substantial political
finaneial demands  that
would be made on both him-
self and Hammerman, ang
said, in effect, that those
whi were benefitting (the
engireers) should do their
shara,

“Gov. Agnew said that
Hammerman could help him
by collecting cash Payments
from the engineers, and he
told him to meet with Wolff
to set things up.”\ !

In  comments yesterday,
this assertion aboyt “A long-
standing system” ! in Mary-
land was denied by Gov.
Marvin Mandel :and J. Mil
lard Tawes, who , was the
state’s governor iduring the
eight years before Agnew
took office and is now the
state treasurer, 7 i

“They (thé  Agnew
administration);[ brought. 2

new brand of government to -

the state,” Tawes:.said in a
telephone interview. - w &
never Keard “ the word
‘kicvhack.? I'd .be willing to
bel wy life that there were
no frickbacks $uch ag those
described ‘in.  that docu-

ment.” e

In one section, the docu.
ment assertsythat “a. small
group of efiginéering firms
that were closely -associated
with the Taweg administra-
tion” received the bulk of
the state work under Tawes,

“There - was-" no-*small
group,”the former governor
said yesterday. I ¢ don’t
know whe would - eomprise
such a group.”

One of the key elements
in the functioning of the
kickback system is the vul-
nerability to political pres-
sure of architects and engi-
neers seeking government
work.

Consulting contracts for

architectural and engineer-
ing work, unlike construc-
tion . contracts, are negoti-
ated by government officials

and not awarded on the ba- -

sis of competitive bids. The
consultants, therefore, are
open to intense pressure
from the men who have
bower to award government
contracts. '
“There are many engi-
neering companies which
seek contracts, but price
competition was not allowed
under the ethical standard$

of this profession until Octo-
ber, 1971,” the Justice De-
partment statement says,

. “Therefore, _ engineers are .

very vulnerable to pressure -

- from public ‘officials for

both legal and illegal pay-

- ments.

“An engineer who refuses
to pay can be deprived of
substantial  public work
without recourse, and one
who pays can safely expect
that he will be rewarded.”

At least in the allegations
against Agnew, the initia-
tives for implementing the
kickback scheme came from,
the politician, not the engi-
heers, a factor that makes
the alleged activities appear
to be extortion rather than
bribery,

The government docu-
ment clearly charges that
Agnew himself instigated
the kiekback scheme and in-
sisted that it continue
throughout his rise in politi-
cal prominence. For exam-
ple, the document describes
areported meeting between
Agnew, then governor of
Maryland, and Allen ‘Green,
head of an engineering firm
and the third key figure
named in the statement,

“Gov. Agnew expressed
his concern about the. sub-
stantial financial obligations
and requirements imposed
upon him' by his new Dosi-
tion,” the statement said.

“ .. Green-inferred from.-

what Mr. Agnew said, “the"
manner in. which: he said it;
and their respective posi-
tions that he- was being in--
vited in a subtle but- clesr
way to make payments.




“He, therefore, replied
that he recognized Mr. Ag-
- new’s financial problems

and realized he was not a
wealthy man.” - .’

_Eventually, accordmg to

the document, the under--

standing between Agnew
and Green was put into ef-
fect at a series of meetings

-at -which the substance of -

that understandnig was sel-
dom discussed.,

“At the flrst such meet-

ing,” the government docu- :

ment says, “he (Green)
handed an envelope to Gov.

Agnew that contairied be--

tween $2,000 and $3,000. cash.
Green told the governor that
he was aware of his finan-
cial problems. and wished to
be of assistance to him.
“Gov., Agnew accepted the
envelope, placed it in either
his desk drawer or his coat
pocket and expressed his
gratitude. Over the next two
years, they gradually said
less and less tofeach other
about each payment; Green
would merely hand him an
envelope and Gov. Agnew
would place it in either his
desk drawer or his coat
pocket with little or no
discussion about it.”

The engineers are said to
have paid Agnew willingly.

At one point, the govern-
ment described the attitude
of Lester Matz, another
Maryland engineer and the
fourth key figure named in
the charges. After agreeing
to pay Agnew, then county
executive, up to 5 per cent
of the fees his company re-
ceived from the county,
Matz discussed this arrange-
ment with his partner in the
firm, John C. Childs.

“They agreed that this
would be a satisfactory ar-
rangement,” according to
the Justice statement. “In
fact, they were delighted
that they would be among
'the small group of engineers
who would be close to the
Agnew administration and
that they would, therefore,

receive their share of the !

substantial county engineer-
ing consulting work,”

The activities of “the
close associate”—identified

by informed sources as -
Jones—are described in the .

document largely in relation
to Matz, It was through
“the " close associate,” the
government charged, that
Matz first began making
payments to Agnew in Bal-
timore County. Eventually,
this arrangment was broken
off, with Matz making his
paymentgs directly to Agnew,
in part because Matz su-
,spected that the “close as-

sociate” was keeping some :
of the kickback money for ;

himself, the statement
charged.
- The federal prosecutor’s
document also contained
reference to a cash payment
" made by Lester Matz to Ag-
new in 1971 when Agnew
was Vice President.
According to the docu-
ment, Matz paid Agnew
$2.500 “for the awarding by
the General Services Ad-
ministration of a contract to
a small engineering firm in
which Matz had a financial
ownership interest.”

According to documents
filed with the Securities and

Exchange Commission,
Matz’s firm in April, 1968,
helped form and invested in
Planners, Inc., of Washing-
ton. Matz bought a third of
Planners’ common stock for
$15,000. Matz’s partners in
Planners were the architec-
tural firm of Gruzen and

Partners, and Edward
Echeverria, an wurban de-
signer.

Echeverria told The Wash-
ington Post recently that
Matz made three phone
calls to him in late April
and early May of 1971. Dur-
ing those calls, according to
Echeverria, Madtz said he
wanted $2,500 to .cover a
payment of that amount he
planned to make to Agnew
for GSA work the Vice Pres-
ident had helped arrange
for Planmers, Inec.

Echeverria said Matz told
him the money was to be
used to pay the Vice Presi-
dent for his help in securing
for Planners Inc., a $98,400
GSA contract to draw up a

site plan for a government
office in Suitland, Md.

Echeverria said he told
Matz he did not have the
money and was told in re-
‘turn that “the man needed
the money.” Matz finally
told Echeverria he would
pay off “the man” himself
and call again later.

During a second ‘phone
call several days later,

- Echeverria said, Matz again

asked -for $2,500. At this
time, Matz, Echeverria said,
told him “this is the usual
thing. I've taken care of the
-Vice President regularly.”
Matz, Echeverria said, did
not say for whom else he
had paid Agnew or what the
pay-off money was used for.
In a third phone call three

weeks later, Echeverria said,

~Matz told lum that he had

" paid the $2,500 and that he

wanted to be repaid. Echev-
erria said he told Matz he
would not pay the money
and heard no more about
the transaction.

3. WALTER JONES
. < . denies wrongdoing

The federal prosecutors’
story relating to the pay-
ment is similar to Echever-
ria’s except that the prose-
cutors say in their document

that Echeverria finally gave
Matz $1,000 “as his contrib-
ution to this payment.”
Echeverria was unavaila-
ble for further comment
yesterday. A man who an-
swered the phone at Plan-
ners Inc. said “he’s out of
the country. We are not co-
operating with the press.”
The federal prosecutors
also said in their statement
that Hammerman, working
under orders from Agnew
while Agnew was governor,
successfully solicited “a sub-
stantial cash payment from
a financial institution in re-
turn for that institution’s be -

ing awarded a major role in

the finaneing of a large is-
sue of'state bonds.”

The. document did not
name the institution but the

only large state bond issue -

awarded during the perlod
that Agnew was govenor in-
volved the $220 million used
for the construction of the
parallel Chesapeake Bay

Bridge and the Outer Har
bor Bridge in Baltimore.

The Baltimore bond house
of Alex Brown and Sons
acted as chief bond under-
writer on the issue. Under
the terms of an agreement
authorized by Agrnew with-
out competition, the firm
bought the bonds from the
state and resold them at a
profit.

- Spokesmen for the Alex
Brown bond house have re-
fused to say what profit the

. firm made on the issue, but

bond experts in New York
and Washington estimate that
Alex Brown could have real-
ized a profit of between $1.1

~and $1.5 million.

In their document, the
federal prosecutors sald no
mention of the name of the
financial institution was be-
ing made “in order to avoid
possible prejudice to several
presently anticipated prose-
cutions.”

The document notes that

Hammerman recalled dis-
cussing with Agnew the pro-. P
spects for the firm obtaining:
the " state’s lucrative bond
business after Agnew be:
came governor in 1987,
“During that = discussion,”
the document states, “Mr
Agnew commented that the
principals at the particular
financial institution in ques-
tion were ‘a cheap bunch’
who ‘don’t give you any-
money.’

“Mr. Agnew informed
Hammerman that he did not
intend to award that institu-
tion the bond business in
question unless a substan-
tial  ‘contribution’ were
made. Hammerman carried
the message to the appropri-
ate person, a substantial
cash  ‘contribution’ was
made; the institution got the
bond husiness.” :

Contributing to this ac-
count were Washington
Post Staff Writers Bsll
Richards and Judy Nicol.



