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On August 11 1941, in the Unite3 States District
Court Camden, New Jersey, Enoch.L. ("Nuckylt) Johnson"
pOlitical leader of Atlantic City, was sentenced to ten
years imprisonment, fined $20,,000, and ordered to pay the
entire costs of the prosecution. United States Circuit
Court JUdge Albert ~ Maris imposed this maximum sentence
as a result of Johnsonls conviction on charges of income
tax evasion. Thus ended the career of one of the most
notorious political "bosses" in the United States. As
has happened in the cases of many other racketeers and
corrupt politicians, Johnson met his Waterloo because of
his failure to honestly account to the government for his
income from illegal sources. This fact was established by
a joint investigation conducted by the Intelligence and
Income Tax Units of the Bureau of Internal Revenue, United
States Treasury Department, and by the Tax Division of the
Attorney General's Office, United States Department of
Justice, after an inquiry which lasted for more than four
and one half years,

Personal History and Political Career
of Enoch L. Johnson

Johnson was 58 years old. He was born in Galloway
Townshipl Atlantic County, New Jersey, in 1883, and was of
Scotch and English parentage. His father" Smith Johnson, was
a produce farmer with political inclinations, who became
sheriff and finally acknowledged Republican leader of Atlantio
County. Nucky was graduated from the Mays Landing High School
(Mays Landing being the county seat of Atlantic County) and
after graduation worked at odd jobs) including that of drug
store clerk. When he was 19 years old his father; then sher~ .
1ff, made him sheriff l s clerk~ From that day until his con--' .
viction he remained constantly on the county payroll and was, ;
actively engaged in the political operations of the Republican
Party in Atlantic City, Atlantic County, and in the State of
New Jersey generally. ,

When Johnson reached the age of 21 he became undersheriff
of Atlantic County and in 1908, when he was 25, he ran for
sheriff and was elected. The shrievalty of Atlantic County
has long been the Johnson family's particular domain. Smith .
Johnson was sheriff for four terms (three years each) and un­
~oubtedlY would have served many more had not the law forbid-

en a sheriff to serve consecutive tenureE. Nucky was aher.
1ff only once, but his brother Alfred has held the office rna
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times and is sherIff today, The importance of the posi­
tion is obvious ~ the sheriff is in charge of drawing the
panels for all petit and grand juries in the eounty.

In 191~ while Nucky was sheriff, Woodrow Wilson, then'
Governor of New Jersey, decided that Atlantic County needed
a house-cleaning. He assigned a special Supreme Court
Justice to hear cases there and he ordered his Attorney
General, Edmund Wilson, to institute a grand jury invest~~

wation, As a result, Louis Kuehnle, then Republican
bassil, Nucky Johnson, and many others were indicted on

various charges. Kuehnle was convicted on a charge of il­
legally receiving county contracts and was sentenced to
Statels prison. Johnson, however, was indicted only for
illegally removing registration books and official elec­
tion returns from the County Clerkls Office and'on that
charge he was acquitted. When the Governor's reform drive
ended, it had merely succeeded in removing Kuehnle from
power, and had established Nucky Johnson in his place, From
that day until his recent conviction, Johnson was the recog­
nized leader of the Republican Party in Atlantic County.

In 1914, the Atlantic County Board of Freeholders
elected Nucky to the position of county treasurer and
through all the years he retained this position Which_paid
$6000 per annum. He never actually performed any of the
duties of the position and it was well known that the county
treasurer's office was merely used as Johnson's political
headquarter~. In 1916, Johnson expanded his political ac­
tiVities beyond the confines of his county. He managed the
campaign of Walter E. Edge for Governor and when Edge was
elected Johnson was rewarded by being named as clerk of the
State Supreme Court for a five-year term. The salary for
this position was also $6000 a year and Johnson drew it along
with his county treasurer's salary. -

The period from 1920 to 1930 saw Johnson at the peak
of his career as a political leader. During that time not
only was he the absolute boss of Atlantic City and Atlantic
County but he was one of a triumvirate of RepUblican leaders
that controlled the destinies of his-party in the State •.
DaVid Baird, leader of Camden County, Mor~an Larson from _ ,
north Jersey, and Enoch Johnson were the l1'powers that be" in
the State of New Jersey. In 1928 he backed Larson for Governor
and Hamilton F. Kean for United States Senator and both were
electe~. As the result of Johnson's extraordinarily large' .
expendJ.tures on Kean's behalf, he was investigated by-a Unite
St~tes Senate Committee but no proof of,corruption was ob-

I taJ.ned. Throughout this period Johnson.had a hand. inthS
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appointment of every State and Federal officeholder in
New Jersey. Walter G. Winne, who defended him at his in­
come tax evasion trial, was endorsed by Johnson for United
States Attorney for the District of New Jersey back in
those halcyon days and, of course, received the appoint­
ment.

The basis of Johnson1s political power was due to
the fact that he dominated Atlantic City. Atlantic County
has a popUlation of approximately 130,000; Atlantic City's
popUlation of 66,000 is more than half, and as the balance
of the population is scattered in many small towns and
Villages, it is obvious that whoever could control Atlantic
City could control the entire county. Of the 66~000 people
in Atlantic City approximately 30,000 are Negroes and
Johnson and his Republican organization always completely
controlled the Negro vote. The strength of his organiza"
tion lay in the activities of his Negro precinct captains
on the north side of Atlantic City. Further, Atlantic
City, which is principally a seashore resort catering to
millions of visitors each year, always wanted and had a
liberal policy of prOViding all kinds of entertainment for
its patrons. This necessarily includes night clubs, drlnk~

ing, gambling and other entertainment of a similar nature.
These activities, of course, bring in many underworld char­
acters and when necessity required it, Johnson could always
count on a large number of gamblers, prostitutes and float~

ers to cast sufficient illegal votes for his candidates to
supplement the Negro vote. In addition, Johnson, through
his patronage powers, gained control of a sizeable ·block of
votes made up of all county and city employees, their fami­
lies and friends.

Johnson's control of the Atlantic County RepUblican
organization was a one-man control. He personally dominate~

the entire machine. In every ward of Atlantic City and in
every township throughout the county he maintained Enoch L.
JOhnson Booster Clubs. He personally distributed money to
his political workers and personally made the appointments
t? political office, rather than the RepUblican County Com-·
m:ttee or the other ordinary party organizations, The can- ..
dldates for the Atlantic City Commission, for the County
Board of Freeholders, for the State Senate, for the county
jUdgeships, were all personally chosen by Johnson rather
than by the Republican organization. Johnson so centered
this power in his own hands that he became a virtual dictator
and remained such for almost thirty years.
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_ Of course, to maintain a political organi.zation of
this kind requires the spending of much money, - much
more than could be obtained through voluntary contribu­
tions or through dues from Republican club members •.
Johnson compelled donations from the city and county em­
ployees to help maintain the organization but he mainly
oiled the gears of his machine with funds obtained by
grafting on the various rackets. During the Prohibition
era, Atlantic City was overrun with speakeasies and
Johnson's illegal income from bootleggers and speakeasy,
proprietors was enormous. Also during this period the
graft on road contracts, building permits and construction
work of all kinds was very substantial. With the advent
of repeal and the depression l Johnson had to turn to other
sources for his income. It was then that he began exact­
ing tribute from the horse race betting rooms, houses of
prostitution and the numbers game. Johnson openly fla~ted

his connection with the underworld rackets. A newspaper
picture of him taken in 1929, showed him strol~ing along
the Atlantic City boardwalk with the notorious Al Capone.
He was a bosom friend of M. L. Annenbergand the two of
them were frequently seen in various Atlantic City night
clubs and gambling casinos.

Johnson is a heavy-set" bald-headed individual, stand~·

ing over six feet in height. He became a widower when he
was about 30 years of age and did not remarry until just
recently. Throughout the intervening years, Nuck acquired
a reputation a,s a "night-club playboyll and was known far !

and wide for his lavish expenditures. He had a succession
of mistresses" most of whom were chorus girls or night­
club entertainers and his gifts to them of jewelry and ex­
pensive fur coats were cause for newspaper comment.

Since 1935, Nucky has lived openly with an actres~
named Florence Osbeck. They resided in a Spanish-type .
stucco bungalow near the boardwalk in Atlantic City and
also maintained a suite at the Ritz Carlton Hotel. The .
rentals for these two establishments ran about $5000 a year.
In addition, mainly for "Flossie's" convenience, he main­
tained a New York apartment at 128 Central Park South, for
which he paid $2,200 a year. Johnson's mode of life can
best be illustrated by the following items which werees­
tabli~hed during the course of the investiga tion•. Cloth- . r

ing b111s for himself and Miss Osbeck averaged about " .
$3000 a year. He bought nothing but tailor-made suits that
cost $150 a suit. His food bills reached about $3000 a ",
year, for his taste ran to lobsters, caviar and three~inoh
steaks. His liquor bill was approximately $,4000 a· yea:'!', .'
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for champagne and 18-year old brandy were the only bev­
erages he considered worthwhile. He maintained four
I6-cylinder Cadillac cars which he kept in operation con­
stantly for Miss Osbeck, himself and for the entertain­
ment of his friends and constituents.

Johnsonfs personal entourage consisted of Louie
Kessel, a former wrestler, who acted as his valet and
bodyguard;. two regular chauffeurs and three maids. He
generally slept all day, had his breakfast at 4:00 in the
afternoon; from then until 7:00 or 8:00 olclock at night
he transacted his political business, and from 10:00 o'clock
on he could always be found in one or another of Atlantic
City's night-clubs or gambling casinos. He was a very
heavy drinker and was often seen in an intoxicated condi­
tion in public places.

On JUly 31, 1941, the evening before he was to be
sentenced by JUdge Maris, Nucky surprised everyone by mar­
rying Flossie in a church ceremony that received almost as '
much newspaper pUblicity as had his income tax conviction.
After tlle church services" a wedding celebration was held
at Jolmson's bungalow. Champagne and tabloid newspaper .
photographers were much in evidence at this party. Mr. Wlpnej
Nuck's attorney, advised that the marriage had been entered
into so that Flossie could visit Nuck while he was in prison.
This affair was typical of Johnson's bizarre career and was
carried out in his usual flamboyant manner.

Ori6in of the Investigation

Johnson never made any attempt to conceal his extrava~

gant way of living, nor did he try very hard to conceal the
corrupt practices of his political machine. In consequence"
he has been the subject of repeated investigations by the .
Federal Government. During the Prohibition period, he was ,
investigated a number of times by Prohibition Agents because
of allegations that he had been collecting graft for using
his influence to protect Volstead Act violators. Then, in
1928, and again in 1934, he was investigated by the Bureau
of Internal Revenue because of numerous and continued alle­
gations that he was evading his income taxes. Although ad~

ditional taxes were assessed against him as a result of both.
these examinations, no criminal proceedings were instit.uted_,'
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Preliminary Undercover Activities
by the Treasury Agents

Because of the prior income tax investigations,
Johnson had developed a technique for handling his fi­
nancial affairs which made it impossible for the Treasury
Agents to make a direct investigation of his tax liability~

He kept no books or records, maintained no bank or broker­
age accounts, and held no assets in his own name. He dealt .
almost exclusively in cash. Further, he filed timely return~'
each year which showed gross receipts of approximately
$30,000. If his formerly non-taxable county treasurer's- ,
salary of $6,000 per annum were added to these gross receipts
the total more than equalled any expenditures Which could be'
traced to his account. The fact that Johnson was deliberately'
calculating how much he needed to II cover" his expenditures is
indicated by the following. Each year just prior to -the in- ,­
come tax filing date, Johnson, or some one of his representa-­
tives, made a practice of telephoning to various tradesmen
to inquire as to how much his purchases had amounted to in
the past year. -

The gross receipts reported by Johnson contained items
of commissions from the American Oil Company and the Mays
Landing Record, a political newspaper, which were items that
Could be easily traced, while the balance was described by
him as "other commissions ll and neither he nor his secretary
nor his accountant would disclose the source of these ·"com.­
missions". Thus, Johnson had established himself in a posi.
tion where the agents, of necessity, had to locate unrepQrte

Finally, in 1936, because of a continuation of the
complaints and because of information personally brought
to the attention of Secretary of the Treasury Morgenthau,
it was decided that the circumstances warranted further
action. Therefore, in October 1936, Mr. Morgenthau di­
rected the institution of a complete and thorough investi­
gation of the Atlantic City situation with a view to either
establishing the truth of these charges or determining
whether they were in fact without foundation. Pursuant to
these instructions, the Commissioner of Internal Revenue
authorized a joint investigation by Special Agents of the
Intelligence Unit and Revenue Agents of the Income Tax
Unit. Elmer L. Irey, Chief of the Intelligence Unit,
assigned Special Agent William E. Frank of the New York
Division to the Investigation and on November 5, 1936, he
proceeded to Atlantic City in company with Special Agent
Edward A. Hill of the Philadelphia Division, whom he had­
selected to engage in the undertaking with him.
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income in amounts substantially in excess of the $30,000
a year or else Johnson could always offset his unidentified

'''commissions'' against any additional income charged to him.
By using such a broad description as "other commissions",
it was possible for Johnson, in the event that the agents
did locate a small graft payment" to insist that it was
included in the amount reported under this caption. After

, all" the word graft has a nasty ring to it and would not
add dignity to a tax return and what nicer synonym for
graft can be found than I1 commissions"?

The foregoing being apparent to the agents from a
survey of Johnson's income tax returns, they decided that
under the circumstances the only approach they could make
was an undercover investigation of the various rackets which
were alleged to be operating in Atlantic City with a view to
determining the following:

1. Whether these rackets were operating
profitably.

2. Whether they were paying graft in
order to obtain protection from
police molestation,

3. If they were, did Jolmson have suffi­
cient control of the law enforcement
agencies to enable him to sell this
"protection"?

During the period from November 5, 1936 to April 5,
1937" Special Agents Frank, Hill and 'Leo R. Marshall con~.
ducted an extensive undercover investigation of the criminal
rackets in Atlantic City. Operating out of a furnished
apartment and keeping their identities concealed, they
~ocated all gambling casinos, horse race betting. rooms}
numbers" headquarters, houses of prostitution, and as­

certained the names of their proprietors. By observation
they determined the approximate number of employees en­
gaged in these rackets, their methods of operation and

. estimated the probable gross receipts of the various
establishments. By making bets in the horse rooms and
by.purchasing "numbers" slips they determined the odd~
pa~d and other technical details of the gambling games..
Through informants and by contacting underworld characters, .
~he agents learned the names of the t1 s trong arm" men, the·
contact" men and IIhead ll men who were connected with each
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week in
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Employees
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Number

Horse Rooms
"Numbers" Banks
Houses of Prostitution

group. From this undercover investigation the
Agents arrived at the following estimated figures:

Probable
Gross Receipts

Further, the methods of operation of these rackets
were absolutely "wide open". They made no attempt whatever' ­
to conceal their activities - the horse rooms were located
on the principal business avenue of Atlantic City and their.
doors were open to whoever wanted to walk in; the houses of
prostitution were segregated mainly in one ward of the city
but they made no pretense of hiding the nature of their busi-,
ness; the "numbers" game was played everywhere as though it
were not in violation of the New Jersey gambling statutes •.
It was difficUlt to find a store in which "numbers tt were
not written. Atlantic City is located on Absecon Island.­
It is approximately 8 miles in length and about l mile in.
width and, as previously mentioned, its permanent population
is only 66,000. In a city so small in size and population,
it is obvious that the police department could not help ,
being cognizant of these violations of law. As a matter
of fact, the investigation by the Treasury Agents disclosed
that all the law enforcement agencies of Atlantic City and
Atlantic County not only were well aware of these conditions ~
but actively regulated, protected and at times even assisted'
these rackets.

The fact that the widespread gambling, vice and unum':;'
bers" rackets were operating with the knowledge and consent
of the police was well known to the public and the agents
had no difficUlty in learning that it was "understood"
that the racketeers were paying for this protection. The
amounts, according to hearsay, were as follows:

, Horse Race Betting
Rooms and Gambling

$8,000,000Casinos - 25 500 to 700
Houses of

Prostitution - 8 100 to 300 500,000
Numbers Banks - 9 800 to 1,000 1,500,000'
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t was also "understood". by the public that none of this
~raft went to the wolice officials themselves. Everyone
"'knew" it went to Nuck" Johnson.

The undercover investigation by the Treasury Agents
disclosed that Johnson absolutely controlled not only

the law enforcement agencies of the city and county but
also the magistrates' and higher courts. The Common

'Pleas JUdges of the county were appointed by the Governor
of the State but as Johnson had a hand in electing the
governors" it was naturai that only men approved by him
were considered for the judgeships. The police recorder,
the magistrates, and many of the police officials of
Atlantic City were ward leaders and JohnsonTs political
henchmen. The county prosecutor, the county detective
staff and the sheriff's office of the county were com­
pletely dominated by Johnson (as before mentioned, Johnson's
brother Al was usually sheriff). The police department of
Atlantic City was not under Civil Service and every member
of the force had received his appointment through Johnson's
influence. No promotion from patrolman to sergeant, sergeant
to lieutenant, and ~ieutenant to captain, was made without
Johnson's recommendation, and the chief of police was always
one of Johnson t s close friends.. The Treasury Agents found
that Johnson actually treated the police department as his
private police agency, using the radio cars for his own
convenience and to further his political campaigns. Under
all these circumstances the preliminary investigation
clearly showed that not only were the rackets openly
flourishing in Atlantic City and apparently paying for the
priVilege of operating, but that also Johnson through his
control of the law enforcement agencies" was the one man'
who could compel these illegal businesses to pay, for the
protection that was afforded them. The "set up' appeared
to be perfect for Johnson to receive the large income from
graft, which all the complaints alleged he had. .

While Agents Hill, Marshall and Frank were making
the observations above detailed, Internal Revenue Agent
Walter' Doxon, Jr., of the local Atlantic City revenue·
Office, was secretly cooperating with them by assembling
the income tax returns of the various racketeers whom the
other agents were inquiring about. Having in mind the
figures of gross income approximated during the preliminary
investigation, the special agents and Revenue Agent Doxon
made a study of the returns in question and it clearly
appeared to them that the incomes reported thereon were
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not nearly as large as the volume of business indicated.
In some instances no returns had been filed at all and in
other cases not only the net amounts but the gross incomes
reported were ridiculously small for the type of establish- "
mente It appeared to the Treasury Agents that the investi­
gation of the returns of all these racketeers would prove a
fertile field for the uncovering of tax evasions and thati!
successful prosecutions' could be had against the individuals
involved it might serve as a means of compelling these in-
dividuals to disclose that they had in fact made graft pay­
ments to Johnson.

While the Treasury Agents were making this survey of
the rackets they also checked the situation in respect to
city and county contracts. Of course, during the depression
construction work practically stopped and road building and
contracts of a similar nature did not offer a very promising
field for their investigative efforts. However, they did
uncover rumors that Johnson in all years controlled the city
contract for the disposal of garbage; that he likewise
shared in whatever profits were derived from county road
building and repairs, and that he had had an interest in
the A. P. Miller Construction Company, which company had _
erected the new Pennsylvania-Reading railroad terminal
station in Atlantic (at a cost of $2,400,000). This
railroad job was actually the only sizeable construction
work that had been undertaken in the city from 1930 to
1936. The agents determined that these particular items,
at least, warranted some detailed investigation. The
main consideration involved in undertaking investigation
of all these racketeers and contractors was, of course,
the idea that through such investigation it might be .
possible to trace graft payments to Johnson.

Plans for the Investigation and
Problems Encountered

. In April, 1937, the Treasury Agents began open and
dlrec~ investigation of the Atlantic City situation. The ;
questlon of assembling a staff of agents for the undertaking,
the requirements for office space, clerical and stenogra- .
pher help, were serious problems. The Post Office Building .
in Atlantic City is small and there was only one roomJIO feet by 17 feet) available for use in the investigation.
h~re were but two private office buildings in the city a~d

nelt~er had any suitable space for rent~ As previously .
mentloned, Atlantic City is actually a small town, Because
of the depression, its financial and business conditions
Were very bad and the prospects for large additional tax
assessments did not seem favorable even though the rackets
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I., The agents found that save for a few
contractors and proprietors of large night
clubs and gambling casinos, who had been previously
examined by revenue agents, practically none of
the parties involved kept any books or records
worthy of the name. It was impossible to deter­
mine their income with any degree of accuracy
and the agents were required to build up the
tax liabilities from outside sources.

were flourishing.. This was so because although the aggre"
gate figures of racket income were large it was divided and.
subdivided among many recipients. In view of all these cir", .
oumstances it was decided to conduct the investigation on as
small a scale and with as few agents as possible~

Only three Internal Revenue Agents, Walter Doxon~ Jr.~
John F. Williams and Paul F. Snyder, were assigned and the
Special Agents! squad consisted of William E. Frank,
Edward A. Hill and John C. Cheasty throughout most of the
investigation. Revenue Agent Snyder, during the course of
the investigation, was transferred over to the Intelligence
Unit as a Special Agent. One stenographer, Miss Helen R•. ,Nolan,
took care of all the clerical and stenographic work. With
this staff the Treasury Agents commenced their general in­
vestigation. They planned to operate and direct their in­
vestigations into four major fields, as follows:

1 - City and County Contract Graft
2 .. Vice Racket
3 - "Numbers tr Racket
4 Horse Race Betting and Gambling Racket.

While it was anticipated that because of bad business
conditions in Atlantic City during the period covered by
the investigation (1934 to 1936, inclusive) it would be

. difficult to develop tax evasion cases, it was not expected
that the investigation would extend over any great period
of time; however, as will appear in detail later in this
report, the agents encountered difficulties and opposition
which caused the inquiry to become a long drawn-out strug­
gle and as time passed the agents extended their investi­
gation to include the taxable years from 1937 to 1939.

The difficulties and opposition mentioned above may
be described as follows:

You are Viewing an Archived Copy from the New Jersey State Library



- 12 -

2. In 1929 Atlantic City had 14 banks ­
by 1935 only 4 remained and since that year
2 more have closed their doors. The banking
situation really was very bad and, in conse­
quence, very few of the taxpayers investigated
had any bank accounts worth mentioning. Dur­
ing the investigation safe deposit boxes and
tin boxes were far more common to the agents
than were bank transcripts.

3. Johnson's domination of Atlantic
City was so complete that the agents received
practically no help or information from loc~l

sources. The honest businessmen, the newspapers,
the hotel proprietors were afraid to even deal
with the Government for fear of reprisals from
the Johnson machine and Johnson's control of
the police and county detectives enabled him
to keep the Treasury Agents under surveillance
to a greater degree than they were able to
watch him.

4, All the individuals who were engaged
in the rackets had been making so much "easy
money" for such a long time that they were
ready to endure intensive investigation,
heavy tax assessments, civil penalties, and
even criminal prosecution and imprisonment,
rather than to disclose the inner workings
of "the system l1

, for they knew that unless
they adhered to the underworld's code of
silence they would be branded as "rats tl and
"squealors" and would be forcibly precluded
from continuing in their lucrative enterprises~

In other words, Johnson's control had meant
such "good times" financially to the racketeers
that they were ready to do anything to protect
him - not because of loyalty to him personally
but because they wanted to insure the uninter­
rupted flow of illegal profits into their own
pocketbooks. .

5. Johnson's complete authority over a
period of 30 years, and his apparent immunity
from prior investigations, had convinced every­
body in Atlantic City that he could "take care"
~f anything and everything. .Throughout the
~nvestigation the Treasury Agents found the
taxpayers, with whom they were dealing, main­
taining silence to protect Johnson because they
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felt certain that Johnson could "fix things
up" for them. This stato of mind went even
further. The corruption of Johnson's machine
induced many of the individuals under investi-
gation to make false statements to the agents,
and, as will subsequently appear, even to commit
perjury, intimidate witnesses, tamper with ju-
ries and generally to obstruct justice in Federal
proceedings just as they were accustomed to doing
in the courts of New Jersey.

Because of these factors, the direct Treasury investi­
gation extended from April 1937 to May 1939, at which time
the inquiry became a joint undertaking in cooperation with
the Tax Division of the Department of Justice. During the
resultant trials and grand jury proceedings and up until
the Johnson trial in JUly 1941, the agents were compelled
to engage in further extensive investigational activities
in order to assist in completely breaking the stubborn
resistance of the racketeers. The results of the Treasury
investigation along the four major lines indicated above
will now be set forth in detail. .

Investigation of Contract Graft

In April, 1937, the Treasury Agents began their
direct investigation of those contractors which rumor
had as paying graft to Johnson. These individuals were
businessmen who kept books and records and maintained
bank accounts, so the agents were able to make fairly
rapid progress in their cases, By December, 1937, they
had submitted reports recommending the criminal prose­
cution for tax evasion of 7 individuals and the assess­
ment of approximately $125,000 in additional taxes and
penalties. The trial in United States District Court
of these cases and their final disposition will be
covered later in this report.

. In their preliminary survey the agents had ascer­
talned that one John B. Tomlin, Republican leader of the
1st Ward in Atlantic City and for 20 years a political
henchman of Johnson's, had a son, Morrell B. Tomlin, who
Was engaged in the road contracting business. They had
also ascertained that John Tomlin was a Freeholder of
Atlantic County and was serving as Chairman of the Board
of Freeholders Road Committee. They made the Tomlins
their first subjects of investigation.

. (
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The agents traced a substantial part of the road
contract profits from the bank accounts of Morrell Tomlin
to those of his father, the County Freeholder. John Tomlin
had filed some tax returns which showed very nominal amounts
of net income and upon which he had paid no tax; however,
his bank accounts for the years 1930, 1931 and 1932 showed
total deposits of $561,560.94. It is obvious that upon
auch circumstances the Treasury Agents were able to quickly
establish proof of tax evasion and to develop evidence
which warranted recommendations of criminal prosecution
against both father and son.

Of course, with the political connection between
I1Nuck" Johnson and John Tomlin and the apparent monopoly
that Morrell Tomlin had on Atlantic County road contracts,
it appeared to the agents that in all likelihood much of
the unreported profits had been passed along to Johnson
by either John or Morrell Tomlin. However, in spite of
the threat of criminal prosecution, neither Tomlin would
admit to the payment of any graft to the Ilboss ll • The
agents had no recourse, in view of the Tomlins 1 defiant
attitUde, but to recommend the institution of criminal
tax proceedings against them and to hope that ultimately
they might be forced to disclose the sharing of their
profits with Johnson. Therefore, such recommendations
were made and the cases were referred to the General
Counsel's office of the Bureau of Internal Revenue for
appropriate action.

It was found that Morrell Tomlin, each year from
1929 to 1935, had received a major portion of Atlantic
County's road repair work and particularly in the year
1932 had received a very profitable contract from the
state of New Jersey for the construction of a section
of the Black Horse Pike, a main highway connecting
Atlantic City and Camden. Although Morrell Tomlin
kept books which were supposed to reflect his contracting
operations, they were so carelessly and inadequately
maintained that the agents decided to ignore them and
to work from the taxpayer1s bank accounts. This raised
a new problem for the bank accounts from 1929 to 1932

·were all in banks that were closed and in the process of
liquidation. The investigators were forced to spend two
hot months, June and JUly, in the basements of the closed
banks putting the bank's records in order before they were
able to locate Tomlin1s ledger sheets and deposit tickets~

The accounts, when assembled, showed total deposits from
1928 to 1935 of $1,654,590.27. In spite of these large
financial transactions, Morrell Tomlin had never even
bothered to file an income tax return.
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The General Counsel's office quickly approved the
agentsf recommendations for prosecution and in turn trans­
mitted the cases to the Department of Justice. There a
hearing was offered to the Tomlins, which they accepted.
They appeared in their oldest clothes, pleaded poverty
(claimed they lost everything when the Atlantic City banks.
closed) and in general put on an "act" calculated to win
sympathy to such an extent that they would not be prosecuted.
Fortunately the Treasury Agents were present at the confer~

ence and they were able to offset the impression created
by the Tomlins. For example, the father had worn a very
wrinkled and threadbare suit which had caused the Department
of Justice attorneys to cornment on his poor appearance.
The agents were able to produce a newspaper photograph
published just a few days before, showing John Tomlin,
in evening clothes, in attendance at a Republican party
banquet. They also adduced proof that Tomlin still owned
more than 30 pieces of valuable real estate and stocks
and bonds valued at more than ~30,OOO. The Department of
Justice immediately forwarded the cases to the United States
Attorneyfs office, Trenton, New Jersey, with a recommenda­
tion for criminal prosecution, and in March 1938, both
Tomlins were indicted for tax evasion.

Another contract case investigated by the agents
proved more productive insofar as it aided in tracing
graft payments to Johnson. This was a case involving
three garbage removal contractors who received the
garbage contract from the city of Atlantic City during
the fiscal years 1933-1934 and 1934-1935. The individuals
involved were Charles L. -Bader, brother of a former Mayor
of Atlantic City; James J. Donahue, a Republican Ward
Leader of Philadelphia, and court attache in the Supreme
Court of Pennsylvania, and Edward S. Graham. The investi­
gation by the Treasury Agents disclosed that not only
had these three individuals, who operated under the name
of Charles L. Bader & Company, evaded their own income
~axes, but that they had conspired to defraud the United
tates of taxes. Further, during the examination, both

Bader and DODahue admitted that they each had (in different
yea:s ) paid ~lO,OOO in cash as bribes to Johnson to enable
thelr company to obtain the contract from the city. These
paYments to Johnson, although too small by themselves to
~st~blish a tax evasion case against him, nevertheless
T~dlca~e~ to the agents that they were on the right trail.
t e crlmlnal prosecution of Bader, Graham and Donahue for
ax evasion and conspiracy was recommended by the special

~gents, which recommendation was subsequently approved by
e General Counselfs office and the Tax Division. They

~ere indicted on these charges by the United States Grand
ury at Trenton, New Jersey, on March 14, 1938.
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This garbage removal contract case was one of the
easiest for the agents to investigate for the taxpayers
had books~ records~ bank accounts, and cancelled checks
and the tax evasion appeared right in the books. Even
the $10,000 graft payments to Johnson were obvious, for
the bookkeeper, Bader's daughter, had carefully made the
notations of Johnson's initials (HE.L,J. ll

) on the check
stubs which represented the withdrawals, although the
checks themselves were payable to cash and had been cashed
by either Bader or Donahue.

Further, Bader, Graham and Donahue had quarreled among
themselves concerning the profits on the contracts and had
gone into the Chancery Court of New Jersey in order to set­
tle their differences., Tha t court had ordered an accounting"
which disclosed their profits, their failure to pay tax,
and the details of the $10,000 bribes to Johnson. All the
agents had to do was to examine the Chancery Court record,
verify the financial details in the books of the Charles Lo
Bader Company and they had a ready-made tax case against
Eader, Graham and Donahue and also proof that Johnson had
improperly received ~~20,OOO during the years 1933 and 1934.
The corruption of justice in Atlantic City under Johnson's
regime is well illustrated by this garbage situation. Here
a Vice Chancellor of the New Jersey courts and reputable
members of the New Jersey Bar, through a lawsuit with which
they were concerned, were all apprised of a crime against
the Federal Government (tax evasion) and of payments of
graft to a county official, yet not one of them saw fit to
report the violations to the proper authorities. Instead,
these gentlemen, all friends of Nuck Johnson, quickly looked
the other way and tried to forget the nasty incident until
the Treasury Agents began asking embarrassing questions about
the rna tter.

Still another contract investigation led to the dis­
COvery of a ~~28,OOO graft payment to Johnson. This was in
the case of A. P. Miller, Incorporated" and rela ted ·to that
company's erection of the $2,,400,000 railroad terminal and
station in Atlantic City. The agents" during their under­
Cover investigation, had heard a number of rumors concerning
~ohnson's connection with the Miller corporation, particularly
~n.respect to his having used his political influence to ob­
t~ln the station contract for "Tony" Miller in 1933 at a
~lme, during the depression, when all contractors were
hungry II for any work at all. The 1934 tax investigation

of Johnson had delved into this railroad contract situation
but" as the contract was not completed until 1935 (final
payment of $105,000 not being made until June 1936) that
inqUiry had obviously been made too early. The Treasury
Agents decided, therefore" to check again on this situation.
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and did so by undertaking examination of the Miller Companyts
1935 and 1936 tax returns.

In examining the books of the Miller corporation, Agent
Doxon discovered that for the year 1935, when the station
was completed, the company had paid a $60,000 "legal fee tl

to one Joseph A. Corio. There were several things that
excited his curiosity in respect to this alleged. fee.
First, the netcprofit on the ~ntire contract amounted to
approximately ~1?240,000. The ~~60,000 lffee fl was one-quarter
of the entire profit, which seemed to him to be exorbitant.
Second, the entries in reg2rd to the 1p60,000 payment were
not correctly recorded in the books and, as a matter of
fact, only $1,150 in legal fees were deducted on the face
of the corporation's return, while the $60,000 item, although
deducted as an expense, was "buried" in the cost of the sta­
tion contract. Finally, the checks in payment of the
$60,000 had been cashed by Corio and not deposited in
his bank account.

Inquiry by the agents disclosed that the recipient
of this alleged fee, Joseph A. Corio, was a Common Pleas
JUdge of Atlantic County and a close friend and political
henchman of Enoch Johnson. They immediately requisitioned
Corio's 1935 income tax return and found that he had re­
ported gross receipts of only $20,800 for that yeGr.
ObViously, he had not accounted for the full $60,000 pay­
ment. This situation indicated to the revenue agents that
Corio had retained for himself only $20,000 of the $60,000
"fee tl and they suspected that the remaining $40,000 had
b~en passed along by him as graft to Johnson. Consequently,
t~ey immediately undertook investigation of JUdge Corio
wlth the particular purpose of ascertaining what disposition
he had made of the remaining $40,000.

JUdge Corio was interviewed in his chambers and al­
t~ough he doffed his judicial robes for the interview, he
dld not doff his jUdicial dignity. When the agents asked
him why he had not reported the $60,000 "legal fee H on his
~eturn, he calmly replied that as he had expended some
$40,000 of the amount in necessary b~siness expenses, he
had only reported the net amount of $20,000 on the return.
When he was asked to explain the :;;;40,000 "business expenses tl

he calmly enumerated expenses for rent, salaries, court
costs, fees, and items of a similar nature, but when the
agents asked for proof of these expenditures the judge
flew into a rage and demanded to know what right the
agents had to question his integrity and honesty. Al­
though he had his check stubs and cancelled checks on
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the desk before him, he refused to show them to the agents
and told them that they were "exceeding their authorityll
and that he proposed "to do something" about their high­
handed actions.

Corio had submitted to the agents an itemized list
of the $40,000 in expenses that he claimed as an offset
against the $60} 000 fee} but as he had refused to permit
examination of his cancelled checks} there appeared to
be no way for them to verify these disbursements. However}
Corio's anger at their polite inquiries convinced them
that the ~;40, 000 of expenses required further investigation.
They visited his bank and found that that institution in
1935 had installed a recordak machine for photographing
all checks deposited or withdrawn (it is the only bank
in Atlantic City with such a system) and} therefore} it
was possible for them to examine all of Coriols checks
for that year simply by running off all the reels on the
recordak machine. This was a laborious process and re­
quired the examination, in a dark room, of literally
thousands of checks. The result was that the agents
obtained conclusive proof that Corio had not expended
any ~~40} 000 in 1935 and. they were specifically able to
show that the Jud~e had deliberately made a false state­
ment in respect to some $9,000 of eXDenses which he had

-claimed as "court costS!1 and "fees il • These items were
all clearly personal and household expenses.

When the Treasury Agents confronted Corio with this
proof} his judicial di~nity suddenly collapsed. He ad­
mitted that his explanations were "in error" and offered
to pay any additional taxes and penalties that the agents
wished to assess. :He wanted lito settle tho case" and
l.rge~ it off his mind". The agents were adamant. They
lnslsted on an explanation for the missing $40,000 and
told the judge that unless it was forthcoming, they were
going to recommend his criminal prosecution for tax eva­
sion and for making a false statement. Judse Corio was
unable to explain and the agents made their recommendations,
not only against Corio but against Tony Miller and the
A. p. Miller Corporation. They charged that ~40,000 of
the $60,000 "legal fee" was a fraudulent deduction on the
~art of the Miller Company and that Miller and Corio were
lhVolved in a tax conspiracy.

From October 1937 to May 1938, JUdge Corio and} as
Was later learned, Nucle Johnson} did everything possible
to settle Corio's tax difficulties and to prevent his
prosecution. Hi~h-priced Washington crounsel was retained,
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hearings were obtained in the Department of Justice, an
offer-in-compromise was submitted and a personal appeal
was made to Acting Attorney General Robert H. Jackson,
But in all the proceedings, Corio failed to explain what
had become of the $40,000 and the Department of Justice}
in the absence of such explanation, backed the Treasury
Agents to the limit. Corio's prosecution was recommended
to the United States Attorney for the District of New Jersey.
Corio and Johnson then tried to exert political pressure
against the United States Attorney's office. They sought
delay in the presentation of the case to the Grand Jury
and then finally sought to obtain permission for Corio
to appear before the Grand Jury. It was all to no avail_
On May 10, 1938} the United States Grand Jury at Trenton,
New Jersey, indicted Judge Corio on charges of tax eva-
sion and of making a false statement to the Treasury Agents.
Corio then had a nervous breakdown and was in a sanatarium
durinG most of the summer of 1938.

This tax evasion case against Corio was the first one
of the Atlantic City cases to be moved for trial. Assistant
United States Attorney William F. Smith fixed January 30,
1939 as the date for trial and early in January active pre­
parations for trial were begun. Corio, with his back to
the wall, retained new counsel. William E. Leahy of
Washington, D. C.; appeared on Corio's behalf and told
United States Attorney Quinn that he had advised Corio to
tell the truth. Corio made a statement, which constituted
a full disclosure with respect to the $60,000 fllegal fee lf •

As long suspected l it nroved not to be a legal fee at all
but rather a distribution of profit on the station contract
to Miller, Corio and to Nuck Johnson.

Coriols statement revealed that in 1933 Johnson had
Used his political influence to obtain the station contract
for Miller and in return Miller had agreed to give Johnson
three-fifths of the net profit after income taxes had been
paid. Corio himself had a collateral agreement with Miller,
whereby he was to share equally with Miller on the remaining,
profit. The agreement between Johnson and Miller had been
reduced to writing and signed, but Corio explained that
this written agreement had been destroyed in 1935 when the
three of them changed the plan of distributing the profits
in order to evade taxes. .

It seems tha t in September 1935, when the Miller Cor­
poration received a first profit payment of $.70

J
OOO on the

contract, Miller devised the scheme of paying $60, 000 of
it to Cor io as a fl Ie gal fee il in order to enable t he corpora...
tion to deduct that sum as an expense) and save the tax.
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The original plan would have required the corporation to
pay a tax on the profits before declaring dividends to
Miller. The new arrangement called for Corio to report
the ~60,000 as a fee on his individual return and Miller
gave him $13,200 with which to pay the tax on the $60,000.
This left $46,800 to be divided among tho three of them•.
Of this amount, Corio stated Miller took $9i 400, he received
$9 400 and he saw Miller give Nuck Johnson ~p28,000 in cash.
Th~ total tax saving on the corporation and Miller's in­
dividual return resultinf, from this scheme amounted to
approximately ~25,OOO.

Corio 1 s cupidity caused this clever scheme of Millerls
to fail, for instead of reportinc; the full ~;60, 000 "fee"
on his return as agreed, he took a chance by omitting it
and appropriated the ~~13,200 in tax money to his own use.
Of course, he contended that he did so because Miller had
promised him a much larger settlement and when in 1936,
before income tax time, he found that Miller was with­
holdinG payment, he decided to keep the $13,200 instead
of applyinG it toward the tax payment~ Coriols failure
to report the $60,000 thus led to his own difficulties
wi th t he Treasury Agents, and ultimately involved Miller
and Johnson.

Coriols statement, on January 24, 1939, to United
States Attorney Quinn, of course, eliminated the need
for tryinG the indictment against Corio which had been
set for trial o~ January~30, as it then aPReared that
he had not r ee el ved the ~,)60) 000, but tha t ~28, 000 of
the amount had, in fact, been paid as graft to Johnson.
This was a real ffbreak" in the inves tiga tion and was
information that the Treasury Agents had long been seek­
ing. During Janmary, February and March of 1939, they
made a thorough investigation of Coriols statement to
United States Attorney Quinn concerning the division of
the $60,000 and found considerable evidence which ap­
peared to corroborate Corio. They were unable to trace
any other payments from the }Uller corporation to Johnson
although the agreement stated that Johnson was to receive
three-fifths of tho entire railroad station nrofi t, which
amo~nted to over $240,000. The $28,000 payment to Johnson,
bf ltse1f , did not establish a tax evasion case against
hlm indiVidually, as he had reported a net loss of $56,000
on his 1935 return. Therefore, the agents on March 11,
1939 submi tted a report in which they reconunended a charge
against Miller, Corio, Japhet Garwood (the company's ac­
countant) and Johnson for conspiracy to evade the Miller
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Investigation of the Vice Racket

The preliminary survey by the ~1easury Agents had
revealed eight large houses of prostitution in operation
in Atlantic City and doin~ a flourishin~ business. In­
spection of the files of the Collector of Internal Revenue
disclosed that the proprietors of these houses had either
filed no returns at all or had reported insignificant
amounts of net incomes. During their inquiry the agents
also heard many rumors to the effect that the houses were
paying graft in the amount of $50 a week each in winter
and $100 a week each during the summer season; that
Raymond R. Born, Republican Leader of the 3rd Ward of
Atlantic City and Under-Sheriff of Atlantic County, was
the "collector lf of this graft and that he turned it over
to Nuck Johnson. When the agents first contacted the
"madames If, wj_ th a vi ew to checking t heir income tax lia­
bilities .. they found that none of them had kept any books
or records reflecting their business income and few, if
a~y, had maintained any bank accounts. Because of these
clrcumstances, no further attempt was made to investigate
th~m until the month of September, 1937. The occasion
WhlC~ enabled the Treasury Agents to again take up their
inqUlry into this racket was the raiding of 811 the houses
on August 30, 1937 by Special Agents of the Federal Bureau
of Investigation.

corporationts 1935 income taxes, which charge was based
solely on the distribution of the $60,000 legal fee.

The Treasury Agents hoped that the filing of this
oonspiracy indictment against Miller, Corio, Garwood and
Johnson would indicate to Johnson's hencr~en and the other
racketeers in Atlantic City, who were then under investi­
gation, that Johnson was not invulnerable to Federal pros­
ecution and that this would weaken the resistance which
was strongly in evidence at that time. They also felt
that the evidence, in any event .. warranted such action
and that if they were unable to develop a direct case
against Johnson on his own tax liability by further in­
vestigation, the conspiracy charge by itself might be
Bufficient to bring him to justice.

At about the time that the Treasury Agents had come
to Atlantic City to start their income tax investigation
of Johnson, the F~B.I. agents had likewise appeared on
the SCene hecause of complaints received by them to the
effect that vice was rampant in Atlantic City, under the
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protection of Johns2~, and that women ~rom New York,
Pennsylvania, and O~~9r States were belng transported
there for purposes cf prostitution. The F.B.I. agents
simultaneously raided all of the houses, arrested the
proprietors, inmates and customers; the total number of
arrests was approxim~tely 200. About 140 of the pros­
titutes were held as material witnesses and imprisoned
in various county prisons throughout the State of New
Jersey. They were taken from these prisons from time
to time for app8ar8~ce before the United States Grand
Jury and, as a resu:Lt of their testimony, all the mad-
ames and about 30 procurers were indicted for violations
of the White Slave Act.

The Federal Grand Jury at the same time investigated
the allegations that these houses had been paying weekly
sums for protection and an individual named Deorge Whitlock,'
a jitney inspector of Atlantic City, appeared before the
grand jury and gave testimony to the effect that he had
in fact made these weekly collections from the houses
and had turned them over to Ray Born. Evidence was also
adduced before the Grand Jury that one Leo Levy, a special
investigator from the Mayor's office, and Louie Kessel,
Johnson's bodyguard, had given permission to some of
the houses to operate. Based on this testimony, the
Grand Jury indicted Born, Levy, and Kessel for violations
of the Mann Act on the theory that their activities had
furthered the interstate transportation of the prostitutes.
This theory was later considered unsound, so the United
States Attorney's office decided not to move the indict­
ments for trial, and they have boen nolle prossed.

Although some 40 individuals (madames and procurers)
were SUbsequently convicted in the United States District
Court for Mann Act violations the failure of the rrovern­
ment to link Johnson with the'racket or to proceed'-)against
his ~enchmen Born, Kessel and Levy on the indictments
obtalned against them convinced the Atlantic City under­
World that even the Federal Authorities werG powerless
~gains t 11 Nucky" • The story spread th~:t t Johnson had
fl taken care" of Born and tha t Born l s case had been

fixed". The Uni ted States Grand Jury did hand up a
1resen~ment stronGly condemninG vice conditions in
btlantlc City and charging that the situation must have
Then known to the local law enforcement authorities,

e Grand Jury also stated that it believed that bribery
and g:afting were responsible for the corrupt conditions
~~d ~lted Whitlock's testimony as evidence that "protec­

on payments had been made.
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Most of the proprietors of the houses, although con­
victed and imprisoned on vice charges, still clung to their
code of silence and refused to discuss graft payments. The
Treasury Agents decided to capitalize on the F.B.I. investi­
gation and press on with the inquiry in the hope of tracing
the graft payments from the madames to B-orn, and from Born
to Johnson. Their theory was that if income tax prosecu­
tions were added to the vice convictions, the madames might
then reveal the truth as to the graft payments. Further,
if the madames, by telling about the graft, would place
Born in jeopardy, the agents hoped that he in turn would
admit that he had merely acted as a "collector" for
Johnson. Their problem was how to establish tax evasion
on the part of the madames without books, records or
bank accounts to work from and in a business where the
customers could hardly be expected to be willing wit-
nesses as to payments made.

The fact that the F.B.I. agents had arrested the
ir~ates of the houses and were holding them as material
witnesses gave the Treasury Agents their opportunity.
They knew it was the established practice in Atlantic
City for the madames and the prostitutes to share all
cash receipts on a fifty-fifty basis. Sefore their
arrest and incarceration, it was obvious that these
pros ti tut es would have re fus ed to test ify RS to their
earnings; however, the agents thought that since they
were already in prison, their a tt i tude might be different.
They proceeded to visit the various county jails where
the women were being held and obtained from more than
130 of them affidavits as to their earnings, in 1935)
1936 and up until the time of the raids in 1937. The
F. B. I. investigation had disclosed that the houses had
been sUbject to medical inspection. Following this
lead the Treasury Agents utilized the doctors l record
of examinations and the laboratory record of blood tests
to verify the number of inmates in the various houses
for the years under examination. They also checked on
laundry records which roughly reflected the volume of
business that each house was doing.

Through these methods the Treasury Agents were
able to establish definite figures for the gross busi­
ness of each house. Then, after personal interviews with
the madames and a discussion with them of their deducti­
~le expenses, the agents arrived at computations of net

ncome which were so accurate that a number of the mad­
ames immediately conceded that the figures were correct.
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In February 1938, the General Counsel's office
approved the agents! recomr~endations anG some time later
the Tax Division referred the entire group of vice cases
to the United States Attorney's office, Trenton, New
Jersey, for presentation to the Grand Jury. The result
of the grand jury proceedings and of the trials of Born,
McCUllough and two of the madames will be discussed later.
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On the basis of these findings, the assessment of additional
taxes and penalties totaling approximately $27,000 and the
criminal prosecution of 7 of the m~dames on tax evasion
charges were recommended.

Although the tax evasions in these cases were small,
and most of the madames had already been convicted of Mann
Act violations, nevertheless, the Treasury Agents recommended'
prosecution in the hope that they would disclose the graft
payments to Born. The agents also referred the Born case
to Washington and recor.1ffiended that it be the subject of
simultaneous Grand Jury inquiry. They felt that it would
take only a little further development of evidence before
the Grand Jury to warrant a tax evasion indictment against
Borr~.

For example, Whitlock, the ji~ney inspector, had al­
ready testified that from November 1936 to August 1937,
he had collected weekly envelopes from the houses and
turned them over to Born. He further stated that his
predecessor had been one "Jimmy" McCullough. When the
agents interrogated McCullough, he admitted collecting
the envelopes from 1935 to the fall of lS36, but then
told an incredible story of turning therr. over to some
individual whom he did not know. The agents believed
that if McCullough was subpoenaed before the Grand Jury
and warned of perjury or possible contempt action, he
would quickly reveal he also had transmitted the envelopes
to Born. McCullough1s testimony, added to that of Whitlock,
and the corroborating testimony of the madames (if they
would tell the truth as to the graft) would surely make
a strong tax evasion case against Born.

Investigatio~ of Horse-Race Betting
Rooms and Gambling Casinos

As previously mentioned) the agents found that the
ho:se-race betting rooms were generally located on the
maln business streets of Atlantic City. Most of them

. had bars or cigar stores in front of the horse-room
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roper but admittance could be gained by anyone who
~ared to walk in. The rooms themselves varied from a
few barn-like places with rows of crude benches to
very luxuriously furnishe~ establishments that resembled
Wall Street brokerage offlces. A number of the places
operated on two floors - the street floor being cheaply
furnished for use of the fifty-cent and dollar bettors,
while the upstairs floor was lavishly equipped and usu­
ally reserved for women clients and for the 2, 5, and
10 dollar bettors. In some of these higher class rooms,
durin~ the course of an afternoon, the patrons were
served with sandwiches and tea or coffee, without expense
to them. The rooms held anywhere from 100 to 750 cus~

tomers and spectators; they had blackboards to record
the odds and the results of the races, and were equipped
with loud speaker systems over which was given a d~scrip­

tion of the race as it was being run at the track. Part
of each room was partitioned off for the employees and
they dealt with the customers throu?;h betting windows
and a cashiBr's window. One of the larger establishments
had eic;ht betting windows and three cashier's windows.

Practically all the horse-rooms had a large crap
table somewhere in the room, where after the races were
over the patrons would stop and 1I10sell whatever money
they had "won" on the horses. Mos t of the ro oms catered
to bettors from Philadelphia and it was understood that
the management of the rooms would pay railroad fare
from and to that city, that is, if the bettor would
produce for the inspection of the horse-room proprietor
a half of a round-trIp ti eke t showing tha t he had come
over from Philadelphia to play, the cashiers in the
horse-room would pay the full cash fare. Some of the
rooms omployed automobiles to bring the patrons over
to their places, and in the railroad stations in
Philadelphia the police of that city regularly ar-
res ted "tou ts II who were adver tis :Lng var ious Atlanti c
City horse-rooms. All of the horse-rooms employed men
to stand out in front of their establismnents and these
men were known as ltdoopmenll • Doubtless, at some time
or other, their duties as doormen had been to see that
no one gained entrance to the room except bettors and
they had been charged with the responsibility of keep­
in? out any detectives or plain clothes police who might
rald the room; however, because of "wide-open ll condi tions
under which the rooms were operatinc;, these doormen had
bec~me nothing more than touts whose principal duty was
to lnduce prospective clients to come into the room.
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The Treasury Agents) on a number of occasions} used these
employees (much to the doormen1s embarrassment) to locate
the proprietors of' the room and then serve a revenue
agent I s summons or a Granel Jury subpoena on the propr'i etor.
The doormen never once questioned who the agents were} but
eagerly endeavored to estnblish the contact.

The gambling operations of these Atlantic City rooms
were conducted as follows: They accepted bets on horses
on all race tracks in the United States, Canada} Mexico
and Cuba; the minimum bet accepted was fifty cents; how­
ever} most of the rooms had a dollar minimum and some of
the rooms had a two-dollar limitation. The maximurn bets
accepted varied in the same manner. If the room had no
maximum limit) they protected themselves either by limit­
ing the odds that they would pay on bets over $50} or else
they underwrote the larger bets with other gamblers from
Rny town or any other cities. The agents found that the
Atlantic City horse-room operators did a large "layoff!!
business with bookmakers in Wilmington} Philadelphia}
Jersey City and New York. Practically all the rooms in
Atlantic City paid IPtrack prices 1i

} which meant that they
gave the same odds as were paid at the race tracks them­
selves. Th:1.s was indicative of the heavy volurne of play
which they received because a room could not afford to
pay track pri c es unle s sit rec ei ved a suffic ient II spread"
or distribution of play. A few of the smaller rooms
limited theipodds to 20, 8 and 4, which meant that they
would pay only 20 to 1 on winners, 8 to 1 on second place)
and 4 to 1 on third place.

The bets were accepted at the betting Windows, the
bettor putting up his cash and giving his initials. No
receipts werp given to thn bettors, but the bets were
recorded on large sheets. The race as run was described
o~er the loud speaker system, which brought the news
dlrect from the track throuGh the facilities of the Nation­
Wide News Servic~, Inc •. Since.Anne~ber§ls imprisonment
and the dissolutlon of the Natlon-Vhde News Company, the
roo~s have teen receiving the news by means of short-wave
rad~o sets. After the race} the winning bettors were im­
~edlately paid off in cash out of the same cash that had
Just been put up by the bettors. In adrtition to this
cash, each room maintained a cash bank-roll( which varied
From ~500 to $10)000. 'The daily volume or 'handle" or
'tak II • t l' t'·. e , as 1 was oa lea, averaged from 0500 a day ln
small rooms to $5)000 or $6,000 a day in the larger rooms.
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The cashier of each roem, usually the owner, or one
of the partners, recorded the l1i ns l! and "outs" or "wins"
or ;i10sses" on a master sheet or "main" sheet. The em­
1)loyees of the rooms who were known as "sheet-writers",
T'board-r,1en", or "wire meE" and "doormen", were paid off
daily in cash, their salaries usually raEging from 5 to
8 dollars a day. The proprietor or partner in the room
paid off the other expenses such as rent, electric light,
telephone and IIwire service ll

, as the occasion arose; and
the balance of the money went iEto the IIbar:.k-roll". The
cash bank-roll was maintained at a fixed amount and the
proprietors or partners drew down from or added to the
bank-roll as their fortunes varied. As they drew profits,
usually weekly, the profits went into a safe or safe
deposit box.

From the loregoir,g d()scrintion, it can be seen that
the business of these horse-rooms was on a daily cash
basi s. The dai ly betting s hee t~i were l.;;:ep t for only one
or two days and then were destroyed. The short carry
over was only to adjust dlsputes and accommodate IIsleepers",
which term implied a bettor who forgot to collect his bet
immecUntely. The main shoets were gener8.11y destroyed
at the end of the \':eek when the bank-roll was adjusted
and the ~roprietor then recorded the weekly profits in
some othor oook, which book was usually destroyed at the
end of tho year. The crnp games in the rooms were also
conducted entirely on the casr... basis and the employees
on the tables, "stick men l

', "shills" and others were all
paid off daily in cash.

The gambling casinos were generally connected with
nigh t-clubs which ae ted as II feeders II for t he gambling
roorr.s. For example, The 500 Club, the Paradise Cafe~
the Club Harlem, Babette's, the Little Belmont, the
Bath and 'Iurf ClUb, the Cliql... ot ClUb, were all typical
ni2J1t-clubs wi th bar, res taurant and. cabaret enb"Jrtain­
ment 1 but in back of each was a 8ambling room contain-
ing all forms' of games, such as, roulette wheels, crap
tables, poker and black-jack games, lfbird cage ll , and in
most instances horse-race betting as well. The niGht­
clubs were well known and widely advertised establishments
wh?_ch employed hj.t;h-pri ced orchestras and Broadway or
HOllywood stars as entertainers. The proprjetors of
the s e place s a p')arently cared li tt le whe ther they made
any profit on the liclubs ll for they were primarily gamblers
and. relied on th8 cabarets solely to brinG business to
thelr gambling casinos.
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The proprietors of the horse-rooms and gambling
os were all under-world characters, many of them

npolice and prison records. Two of.t~em had ~een
1 d on murder charges (Curry and CurClOj; Stebblns,
eriotor of Babettets, was recently shot in his own

P:~~bliShmeDt; Clarence Williams, brother of Leroy Williams:t the Club Harlem, was shot and killed during the in­
vestigation. Most of these operators used aliases or
were known by nick-names. For example) Martin Michael
was known as It Jack Southern rr

1 Michael Curcio was known
as "Doc Cootch rr , Lou Khoury was known as IILou Kid Curryrr,
Frank Federici was known a:3 ItAl Wilson rr ) and William Kanowi tz
was known as rrWall-paper Willie rr • In recent years many
or these night-club proprietors and horse-room gamblers
invaded the numbers racket and became numbers bankers as
well. For example, Martin Michael of the Bath and Turf
Club, Ralph Weloff of the Paradise Cafe, and Leroy Williams
ot the Club Harlem were all principals in the numbers racket
investigation.

The Treasury Agents found that the horse-rooms in
Atlantic City were apparently controlled and regulated
by means of a monopoly of t he track rr informationlt or
"Wire-service",. as it was commonly called. Prior to ,July 1935,
two individuals, John R. Hill and Sam Camarota, had been
furnishing this information (which they obtained from the
General News Bureau) to about 35 or 40 rooms. In April 1935,
due to a newspaper "crusade lt by the New York Journal, all
the horse-rooms were closed and remained inactive until
August, when they were told that they could re-open but
that they had to Itdouble-uplt; there had been too mn.ny of
them and they were attracting too much attention.
Barney Marion, one of the horse-room proprietors, told
the agents that he had been put out of business at that
time because he refused to Itdouble-uplt with a racketeer
named rr Cappyll Hoffman. Another opera tor) Benj amin Rubens tein,
~tated that he had b0en compelled to form a ~artnership with
Jack Southr:rn rr in Aucust 1935. -

u

Hill, the wire-servjce man, told the a~ents that when
the horse-rooms reopened, he attempted to resume supplying
his. customers with the information but was informed by the
~atlon-Wide,News Service (which had taken over the General
Hews Bureau) that he was no longer ?ne of their"agents~
1111 demanded to know why he was belng deprived of a Ilve-

1hood but received no satisfaction from the new wire-service
~ompnny. He investigated thn circumstances and found .that
uck Johnson snd S8m Camarata h8u [one to Chicago and there
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arrangements with James Ragen, Annenberg's general
er for Camarota to have the sole agency in Atlantic

8rof the informat~on. ~~ll protes~ed to Johnson over
exclusion from thls pro1ltable buslness but was told
had to be tha t waylr and he was II taken care of lr by
son by being given a good job in Stebbins' horse-room,
largest in Atlantic City.

The control of the wire-service was the best method
of regulating the hors~-rooms,~ for they c?uld not ,operate
without the prompt dell very 01 th~ ~rack J_nformat lone It
was obvious that Johnson, by obtaJ_nlng the monopoly for
Camarota could completely supervise the rooms through
Oamarota. If he told Camarota IIDon't serve that roomlr ,
the room cO"\.1ld not open. 'rile Treasury Agents knew that
the Nation-Wide News Company charged $40 a week to each
barse-room for its service. During their undercover in­
estigation1 they had hearc1 that ~he Atlantic Ci ty

horse-rooms were paying Camarata ~200 a week for the
information. If this were so, the inference was obvious ­
Johnson was collecting ~160 a week in graft from each
borse-room through Sam Camarata.

In checking on the horse-rooms, the agents learned
trom Barney Marion that it was Sam Camarota who hac1forced

m out of business in Au[pst 1935; on the sheet records
t the Rub ens tein-Sou the rn hors e-room, t he revenue agents
ound a weekly expense item of $200, which neither partner

would explain. The agents, week after week for many months"
trailed Sam Camarata from his horse-room to Nuck Johnsonls
bungalow. The visits were regularly on Monday of each week.
All these circ~mstances convinced the agents that they were
or.. the right track. It seemed to them that the entire set-up
indicated that the Atlantic City horse-rooms were paying
HUck Johnson $160 a week each in graft and that Sam Camarota
Was collecting this money for Johnson at the same time that
he collected for the wire-service. The agents determined to
nvestigate each and every horse-room for tax evasion, with

the hope that if successful prosecutions could be obtained
~gainst the proprietors, graft dealings with Camarota and

ohnso n would be disclosed.

The undercover investigation of the horse-rooms con­
d~cted.bY the Treasury Agents had indicated the large volume
~1 bUslness that these rooms were: doing. Inspection of the

lea of the Collector of Internal Revenue disclosed that a
~mb8r of ~he nroprietors had not file.d any in?ome tax returns,'

all, whlle most of them were reporting net lncomes of less .
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~h $5 000 a year. The returns generally showed no gross
~&a~ipt~ no ite~ized ex~ensesl but.ju~t round net figures
::~h as $3,000, $3,800, ~5,OOO. rrhlS income was labeled
"OommiSsions" on the returns and often bore the notation
It stimated". It seemed obvious that these racketeers were
m:k1ng no real effort to file correct returns, but were
merely reporting estimated amounts, which they hoped were
sufficient to get them by.

At first glance the situation seemed favorable, but
when the agents began their examina tions, they found that
only one or t1JlTO of the rooms kept any records. These
rocords were generally small books with an alleged record
of net "Wins" and flLosses". Most of the operators had no
records at all. Similarly, none of the horse-room men main­
tained any substantial bank accounts.. The accounts found
obviously did not reflect their gross receipts. Although
these racketeers dressed well, drove expensive cars and
apparently lived well, in most cases the agents were unable
to find any assets in their names. Real estate, stocks,
bonds, mortgages, savings bank accounts and assets of similar
nature did not seem to apDeal to them. The agents spent
months searching for some trace of the financial transactions
of this grouD of gamblers. They even circularized Philadelphia
and New York banks looking for their accounts. So far as
the agents could determine, they dealt in cash, paid their
graft in cash, and kept their surplus in cash, probably in
safe deposit boxes in fictitious names or located in other
cities. Developing tax cases on the bank deposit or on a
net worth basis under these circumstances was clearly im­
POBsible.

In a number of instances the agents attemptod to con­
duct their investigation hy subpoenaing the employees of
the ~l.orse-rooms and compellin,s them as third part:i.es to
test1fy as to the gross recelpts and net incomes of their
employers. Tnis proved unsatisfactory as not only were
the employees reluctant and hostile wi tnesses, rut it was
~ery difficult to locate them for they used aliases, were
~own only by nicknames, and ,shifted around from ci tv to

~lty. Further, when locate?, they of~en proved v8lu~less
ior they. actually were unable to furn1sh any worthwhlle

nf?rrna tl on. The rl s heet-wri ters tr only kep t she ets for
the1r own particular window and often did not total their
~heets. The rlpay_offsrl were usually made by the proprietor
"imS~lf and he also kept the tr ma in l1 sheet on which the total

ns and ltoutslt were recorded. The arrents found it im-
pes 'b c:>81 le to build up any complete case in this manner.
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To prove gross receipts or net income to these gamblers
l'eCourse to the bettinf~ public was also impossible. The

ttors made their bets in cash and were paid their winnings
:Ul cash. When they placed their bets, they recei ved no re­

lpt and only identified themselves to the sheet-w~iter by
t:eir initials. In most cases the horse-room proprletors
nd their employees did not themselves know the names of the

:ettors.. Obviou~ly~ under these circumstances, it would
have b~en mas t dlffl cuI t for t he agents to ha ve lo~a ted
any sizeable Lumber of the bettors and then, even If they
had, they prob~bly would ho.ve again been confronted by very
recalcitrant wltnesses.

Thus, the rrreasury Agents found themselves in the po­
sition of either accepting the returns as filed or else of
deviDing some other means of determinin~ the correct net
income of thes e gamblers. From their under cover ac tJ. vi ti es,
they had data as to the comparative size of the different
room3 and had made estimates of the number of bettors fre­
quenting each place. They also knew the odds paid, the
limits on bets accepted, the number of employees in the
various rooms. Also, the agen ts kne~v tha t in gambling,
the payment of specified odds generally resulted in a
definite percentage of profit to the f1house". With this
background, they decided to call in the various horse-room
proprietors and endeavor to secure admissions which could
be used ag:~inst them in li3u of books, records, bank accounts,
and the other ordinary means of establishing income.

Pursuant to this plan} the agents sent letters to the
horae-room operators offerinG them hearings on their income
tax liabilities. Pr~ctically all of them responded and when
they appeared at the revenue office 1 the agents insisted that
the hearings be formally conducted} under oath, and steno­
graphically x'ecorded. They thus obtained statements from
most of the proprietors in which they made admissions as
to their gross "taker! or . "handle". Further, they agreed
that their businesses were conducted on a daily cash basis
and they gave fairly reasonable estimates of their ordinary
expenses Such as rent, electric, tolephone and supplies.
Then the discussion was turned to odds paid and the per­
o~ntage of px'ofit ordinarily accruinc on such odds. Most
~ them. stated that on odds of f!20, 8 and 4", they expected
aO reallze a gross profit of 15% and on "track prices 'l ,

t gross profit of 10%". However, when the agents attempted
o apply these expected percentages of profit to their in­
1Vidual cases, they all claimed thnt due to some unusual

rCUmst2nces they did not realize the ordinary amount of
ofit.
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The Treasury Agents ignored these self-serving claims
4 using the proprie~ors! admissions as to gross recei~ts,

t up gross profit flgures on the usual ~ercentage basls.
a1nst these amounts they allowed deductlons for rent,

fectric
1

telephone an~ all other legi timate bus~l ess ex­
ens es in accordan?e wlth the taxpayers! own estlmates.

e resulting net lncomes ranged from 4% to 6% of the gross
receipts, which was approximately the percentage of net
rofit usually found in cases of this type. That these

~orse-room proprietors really expected to retain a definite
percentaGe of profit in their handling of bets was shown by
the fact that many of them in filing their income tax returns
designR-ted themselves as "commission a.::;ents if

•

The net incomes determined by the Treasury Agents on
this percentage basis, in all instances, were very sub­
stantially in excess of the "estimated lf figures that the
horse-room men had renorted on their returns. Accordin[ly,
additional taxes and penalties (approximately $142,000) were
recommended and jeopardy assessments were made against them
because of the illegal nature of their business. An indi­
oation that these gamblers themselves believed that the
agents! findings were correct may be presumed from the fact
that 9 of the8e.20 cases have already been settled by pay­
ment of the full tax and penalties recommended, plus interest,
However, the agents were unable to recownend any criminal
prosecutions in these cases because the assessments were
olearly based on arbitrary percentages of profit and it
was fet,t that no jury would accept such percenta~es as
proof beyond a reasonable doubt. If

Although the investigation of the horse-rooms ended
fa~rly successfully from the tax viewpoint, it generally
falled to attain its primary purpose of developinG criminal
tax evasion cases, the prosecution of which it was hoped
would disclose whether there was payment of graft.

During the investigation all the operators were inter­
rogated, under oath by the a~ents as to graft papnents and
they almost unanimo~sly deniect paYln~) Jll:wotectlon Jl •

In one case only did the agents have some measure of
~uc~ess: ~vo of the operators, Will~am Kanowitz and
n~ld Flscher} had maintained substantial bank accounts

Wlllc~ they admittc( represented their partnership net
~rofltS•. Based on thesA bank accounts, the evidence of

ax eva~lon on th~ir part was so clear that the agents
~er: able to recownend their prosecution and .they were
ndlctedon February 16, 1939. Durinp' the examination

'.;>
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Investigation of the Numbers Racket

The "numbers" game was the most widespread gambling
ra~k~t in Atlantic City. In a city of 66,000 population
nne. lh ~ game where the average bets ranged from 5 to 10
cents~ ~~e tremendous volume of play is clearly indicatedi hen It lS stated that tho daily trtake rf averaged 8etween
A5,O~0 and.$6~ooo.a day ($1,500,000 to ~2,000JOOO a year).

further lndlcatlon of the extent of tnis racket appearsi rom the. fact that out of approximately 1500 retail stores
"n ~h~ c;- ty, the Treasury Agents loca ted mor e tha n 800
wrl tl ng· 1 numb ers.

Kanowitz and Fischer realized that they were in a serious
predicament a~d in a futile attempt to avoid prosecution
they admitted that they paid $200 for the ~Qre-service.
When it was pointed o~t to them that the Nation-Wide News
Service only charged ~40 a we~k for the information, they
admi tted that the balance of ~p160 a week was graft but they
absolutely refused to disclose to whom it was paid.

These amaissions by Kanowitz and Fischer definitely
established that the agents were on the right track in this
horse-room racket. In view of their inability to develop
criminal cases against the other operators and in view of
the failure of Kanowitz and Fischer to name the recipients
of the graft payments l the Treasury Agents had no other re-

I eours e than to awai t developmen ts wi th respec t to their
court proceedings. The agents hoped that if Kanowitz and
Fischer were convicted, they then might disclose the name
of the party to whom they were making the protection pay­
ments and that this disclosure might in turn induce the
other horse-room proprietors to make similar admissions.
The agents planned that if 8rly real "break tr was obtained
through a successful prosecution of Ksnowitz and Fischer,
they would then suggest to the United States Attorney's
office that a grand jury inquiry of the entire horse-room
racket in At18ntic City be instituted. It was believed
that if the D8.ture of Kanowi tz and Fischer's testimony
were known to the other operators and ~hose operators
were strongly warned as to the consequences of perjury,
the power' of the Grand Jury would influence them to tell
the truth. Tte developments with respect to the criminal
proceedi~)s against Kahowitz and Fischer and the subsequent
Grand Jury inquiry directed at them arid the other horse~room

operators are discussed later.
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A~ previously stated, the agents found that absolutely
no pretense at concealment was made by the numbers operators
and knowledge ~y the police of the law violat~?ns wa~ o?vious o

For example, dlrectly across from the Post Ofllce Bulldlng,
within the range of vision of the internal revenue offico,
is a small cigar store which the agent knew wrote number
slips. At the time of day when the pickup man made his
oollections, the agents frequently watched the transaction
from tho window and on a number of occasions have seen him
come out of the store with the slips in his hand and stand
and talk to t~e policeman on the beat or with detectives
who happened to be passing by. Inquiry by the agents also
disclosed that over a period of years, the flbackers" of the
g8me had never been arrested nor had their headquarters
ever been raided. Save for a few perfunctory arrests of
writers each year, for ;:rurposes of "the recorcl fl , these
racketeers were nractically immune from police molestation.
Such a lucra t:l_ ve racket flouri shin.r;, under such complete
protection,was a perfect "set-upi! in which to look for
graft payments and the agents determined to delve into
it as deeply as they possibly could. As will appear later,
it was the tracing of this graft that ultimately led to
Johnson's conviction.

The difficult:i_os that ap"0eared in this "numbers i1 in...
vestigation were much tho same as in the horse-race betting
room inquiry. An examination of the files of the Collector
of Internal Revenue for t11e district disclosed that a few
of the "backers" had not filed tax returns at all, while
most of them that had filed had reported very small amounts
of net income. However, none of the operators kept any
books or records and their bank accounts, if any, were
merely small personal or household accounts •. It was obvi­
ously impossible to establish the correct net incomes of
these racketeers through ordinary tax examinations. The
difference that aDpeared to the agents between the horse~room
and this "numbers" inquiry was that whereas in the horse-room
:racket it was impossible to obtain any testimony from the
bettors that would aid in establishing gross income, in the
humbers racket the storekeepers who served as the writers
of the bets micht be in a position to supply data as to the
gross fltake tr and could, through the power of internal revenue
summonses, be compelled to furnish such information. Once
~he groEs income of the operators was established, the agents
elt that thr:y could readily determine the other factors in­

~~lved. ~hus, the fi~s~ problem that nresonted itself was
e 10catlnG and obtalnlnG of testimony from hundreds of

nUmber s wri tel's.
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Some of the pick-up men (whether truthfully or not could
uever be deterlliined) claimed they did not know the names of
their fellow employees; however, it was found that the num­
bers banks generally had an office manager or clerk who was
familiar with all of the men connected with his particular
organization and when these individuals were located, they
usually gave the desired information. Of course, the agents
were not able to locate all of the pick-up men. They were
petty racketeers who hang around saloons and pool-rooms and
often they were only known to their writers and associates
by nick-names, su ch as "Lippyff" "Whi t eyfl and "Mush". The
agents spent about a week searching for a pick-up man who
apparently had signed his slips with the initials "B.B.".
Then they lear ned toa t the s e ini tials stood for "Boogi e Boo"
and it developed that "Boogie Boo" was a colored fellow who
had died only a few weeks before •

The agents realized that if they could ascertain the
names of the various "pick-up men l1 that collected the numbers
slips from the writers, these pick-up men could readily fur­
nish the names and addresses of all the individuals they dealt
with. By observations around the numbers headquarters, the
agents obtai ned the au tomobilelicense numbers of aboD. t ten
or twelve of these pick-up men and 8. check on these licenses
at the New Jersey State Motor Vehicle Bureau gave them the
names and addresses of the car owners, Revenue Agents r
summonses were served on these pick-up men and they were
compelled to testify, under oath, not only to the names and
addresses of the nu~bers writers that they collected from,
but t~ey were also forced to disclose the names and addresses
of other pick-up mer;.

. Most of the pick-up men, when subpoenaed to the revenue
Off~ce, ~ave fairly accurate ircformation as to the names of
:helr w~iters and as to ~he amounts of the~r daily co~le?tions.

t was found that the wrlters deducted thEnr 25% commlSSlon
from the amount of money they had collected on the bets that '
they had written and similarly the pick-up men deducted their
Commission of 7i% cn their collection before turning i~ the
ne t amount to the "banker s" •

rl As the pick-up men, i~ most cases, were closel! con-
ected and very friendly 1J\llth the "backers", no rellance

:as placed on their testimony as to daily collections and
Plc~eck.waB made to deterrrine whether they had made com­

e e dlsclosures as to the names of their writers. The
age~ts made an examination of the Atlantic City police
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records for the years 1935, 1936 and 1937, and compared
the names of those arrested for numbers violations with
the names of thoser;;iven by the pick-up men. Quite a few
new names were uncovered by this method.

The agents also purchased a large map of Atlantic
City and desi~nated thereon by various colored dots the
locations of the writers whose names had been learned.
When the investigation was nearly completed, this map
was used as a means for locating additional Ifstopsfl,
for by reference to the map one could readily see the
areas and streets where no writers had been located.
The agents then made a street to street survey of those
areas and personally canvassed the stores that were oper­
ating there. A considerable numh8r of writers were found
by this s~stem. Of course, the pick-up men claimed that
they had I forr,o ttenfl the n3me S 0 f t he8 e adcH t ional wr i terse

The agents were unable to locate about 10% of the
writers whose names had been given to them by the pick-up
men. This was because the writers had died, left town,
given up their business or otherwise severed their connec­
tion with the racket. Also, there were a small number
whose names were never learned because they were of a
transient type, such as bell-hops and waitresses who had
been employed just for the summer season. 'rhe Ilhand_book lf

type of writer was also impossible to locate as they merely
drifted around from horse-~oom to saloon to pool-room writ­
ing numbers as they went. Some of these hand-book writers
were known to the pick-up mon by names such as If Chinkfl ,
"Legs '! and trFrisco fl • In spite of these diffi,culties, the
agents believe that they located at least 85% of all the
numbers writers who operated in Atlantic City during the
years 1935, 1936 and 1937. Eight hundred and thirty writers
were located and interviewed.

These writers were usually small retail merchants
(cigar stores, grocery stores, candy stores and the like).
Most of them were ordinary tradesmen who, because of hard
times and pressure of public demand, had affiliated them­
selves with a racket that they would have preferred to see
wiped out. A grocery store proprietor told the agents
that he refused to write numbers, but that when he saw his
customers leaving him for a nearby grocery that did write,
he changed his minGo Becausp, the writers were ordinary
citizens, not racketeers, the agents had little difficulty,
once they had located them, in obtaining information from
them. Their large number precluded the taking of state­
ments from all of them, so the agents devised a form of
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affidavit, vhich covered 211 the pertinent data needed.
They had 1000 copies of tllis afi'idavit form mimeographed
and in the case of each writer obtained his signature,
under oath, on the form.

In loca tinge-nd serving summons on these writers"
Special Agent Cheasty did most of the work on the north
side of the town, which is the colored section. The
Game is universally played by the colored population and
Agent Cheasty was so frequently seen among them and was
so friendly in his dealings v.lith these people that they
jokinGly called him lithe unofficial Mayor of the North
~;ide". Near the end of the investigation, some of the
writers came in to complain that they had not received
their subpoena. They felt they had been slighted.

The testimony of these writers on the ~uestion of
the gross "wr i tell, which consti tutcs the gross receipts
in the numbers business, was defini.te and. accurate. Most
of them had. been writing for years, their clients were
steady customers and the play varied little from year to
year. The only real fluctuations were between the winter
and the sumYl1er seasons and a8 the avera;:S8 Atlanti c City
business man lives for th0 summer season, they could well
remember the seasonal variations. When asked as to their
daily write, the storekeepers invariably responded: "Oh,
it averages~about ~3 to ~4 ~ day in the winter, but it
goe s up to ~?5 anCl ~.~6 a dRy J.n the SU l1ll11C 1" II • Ther e were so
many wri ters thr t the br.c~::8rs could not a ttempt to influ­
ence all of them to lie for them, fJO in the main the agents
obtained very definite data as to the operatorls gross
rec eipt s •. 0 f cour s e, ther0 were 10% or 15% of the WI' i ters
who were not located and some of the storekeepers may have
unders to. ted their "wri to II becaus e they weI' e worri ed abou t
their ow~ tax liabilities; however, generally speaking,
there was no question that the gross receipts of the
bankers v.rere fairly accurately established. Wi tIl the
items of co~~issions fixed at 25% for writers and 7i%
for the pick-up men, the gross profit of the bankers
was also a definite and easy calculatIon.

The two remaining items needed in order to arrive
at net income were ordinary business expenses and the
money pa~i.d out on losinG bets or on the "hits ll as they
were called. The agents readily established the ordin8.ry
business expenses such as rent, electricity, telephone,
office supplies, addinG machines, tapes and similar items,
by personal interviews with tho bankers or vrith their
office managers; however, on the ques tion of the hits,
the agents ran into their second major problem of the
investigation.
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In obtaining the affidavits from the writers, the
agents had questioned them closely as to how much they
paid out in losing bets. ~fuile it had been easy to as­
certain the average daily "write ll , the agents encountered
great difficulty in obtaining any definite information on
the losses. The writers generally could recall the large
"hits" for they were outstanding events, but the 1 cent,
2 cent, 5 cent "hits" appeared to be numerous and the
storekeepers had only vague ideas as to ho~ much they
amounted to in any given period. Some of the writers
refuse ( to give any figure sat all a s to IIhi tall, 1Iv11ile
others did the best they could to Ilestimate" the amounts
paid out by them on the winning numbers. In many cases
the lI es timates" \vere really "guesses".

The agents had expected that, as in all games of
C11ance where the odds are e s to.bl i sl'led in order to fa VOl'

"the house 11, . the backers would retain some definite per­
centage of profit as they were paying odds of 500 and 300
to 1 in a game where the chances were 1000 to I against
the bettor. The bankers, when interviewed, of course
claimed that they paid out anyvvhere from 5010 to 60% of
their "take" in losing bets. The percentages they ad­
mitted to were always enough to make their income tax
returns come out just right. A mathematical computation
on the 500 and 300 to I odds indi co. ted t~1a t actuallK, the
backers should have only been paying out 46.4% for 'hits",
With this percentage in mind, the agents kept a careful
record of all the hits testified to by the writers and
their final calculation based on the testimony of over
800 writers showed that the percentage paid out amounted
to only 35%.

. .

This variation of 11% from the expected percentage
was so large and made such a substantial difference in
net income to the bankers that it disturbed the agents
even though it wa s in the government r s favor. It did
not seem possible that so many people could be wilfully
understating the losing bets particularly when it might
be expected tbat they would favor the bankers, if anyone.

It seemed to the agents as though the writers, in
the main, had testifiecl truthfully, so they began an in­
tensive inquiry to determine, if possible, the cause of
the deviation. Revenue Agent Snyder particularly con­
centrated on this problem and found a nwnber of factors
that the agents thought might account for the difference.
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Another factor considered was that due to the pe­
culiar playing habits of the pUblic, there might not be
an even distribution of play within a given period as
called for by the law of averages. The very fact that
the bankers had reduced the odds on certain numbers to
300 to 1 indicated that those nwnbers were played more
heavily than the others. The investigation showed that
the colored bettors were very superstitious and played
on "hunches ll and "dreams l '. Dream books, which purport
to interpret dreams in terms of numbers, have a wide
sale on the north side of Atlantic City. Any number
called to the attention of the players attracts a heavy
play. For example, the revenue office was in Room 222
in the Post Office Building. During the investigation
when the writers were being SUbpoenaed to that office,
the number 222 was a favorite number. Since Johnsonts
conViction, the agents have received numerous inquiries
as to what prison number he received at the Lewisburg
Penitentiary - tho bettors want to play that number or
the various three digit comblnations of it.

Another factor considered was the situation that
the betting public has a habit of not playing numbers
that have recently hit, although those digits frequently
repoat within a one-year period; and lastly, consideration
was given to the fact that in spite of the lower odds on
the 300 to 1 nQmbers, the players might still continue to
favor those numbers to the possible extent tllat more of
the bets were beinp, paid off at 300 to 1 than at 500 to
1, vnlich of course-would mean the backers could be paying '.
closer to 30% on trhits ll than to the 50% which they claimed.
Agent Snyder analyzed thousands of slips, prepared charts, I

and graphs and studied every phase of the game with a view
to finding some explana tion for the 11% deviation in the ,
hit per centage •

The first factor considered was that the frequency
with which a numbers "hit" might cause a fluctuation in
the percentage of losses. There were only 313 playing
days in a year, so with 1000 nurriliers to play, it took
over three years for all possible numbers to appear.
An analysis of numbers that actually hit in the period
from January 1, 1935 to March 29, 1938 revealed that out
of the 1000 numbers, 355 had not hit even once, while
some numbers, had hit tVvice and three times and one (412)
had appeared five times during tho period. In view of
this finding, the agents felt that the law of frequency
did not necessarily apply within the period of one tax­
able year.
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Finally, the agents sought expert mathematical advice
on the problem. They consulted with a Dr. George Brown, a
re search physicis t VIi th the Radio Corpora tion of Ameri ca
at Camden, New Jersey. Dr. Brown is considered one of the
best mathematicians in the Unitec\_ states. They also spent
considerable time with Messrs. Reagh and Cocheau of the
Division of Research and Statistics of the Treasury Depart­
ment. Mr. Reag'n and Mr. Cocheau are expert actuaries and
they both studlOd the problem thoroughly. Dr. Brown,
Mr. Heagh and Mr. Cocheau all agreed that with the volume
of play that llad been found in Atlantic City, v:rith the
prevailing odds of 500 and 300 to 1, and in spite of all
the var~ing factors considered by the agents, the percent­
age of 'hits" had toco;ne to 46.4%. They would not concede
a possibility of more than a 1% or 2% deviation in a year
on the figures submitted to them. They only admitted one
possibility that could account for an 11% variation - that
the bankers were Ilfixing" the nur:iber and thus preventing
the operation of the law of averages.
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This started the agents off on a new search. At
that time (Spr:lng of 1938) District Attorney Thomas E. Dewey
of New York City was engaged in an extensive investigation
of the numbers racket as it related to the notorious
IIDu tch II Schultz, lIDixie lP Davis, and the pol i tical leader
"Jimmy ll Hines. Dewey1s investigators had uncovered evi­
dence that the Schultz mob had been paying 010,000 a
week to one otto Berman, alias IlAbadaba lP , whose duty it
was to control the winning numbers at certain race tracks
by bribery and at others by making tteavy bets at the last
moment and thus changing the totals on the pari-mutuel
betting machine,~j from whose totals the winning numbers
are selected. 11'.:le Treasury Agents studied this evidence
and then tried to find a similar arrangement by the
Atlantic City numbers bankers, but they were unable to
find any indication that tIlere was any Irfixing ll of the
Atlantic City nunwer, although the possibility remained
that the local ban]-::ors might have profited to some extent
by the New York "fixing".

After all this research and expert advice, the Treasury
Agents decide(~ to set up the not income of the backers on
the basis of the sworn testimony of the 800 or more writers.
They felt that the failure of the backers to keep books and
records of t:_'1eir business justified them in using the best _
available evidence to otherwise determine net inco"me and
they also believed t;:lat the possiblity that the operators
might be IIfixing il the vvinning number justit:ied them in
using the 35% for hits instead of the 46.4% called for by
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the mathematical odds •. The gross recGipts of the backers
G.s shown by the writer~ll affidavits, less the 25% and 7M~
ccmmissions to writers aEd pick-up men, less the ordinary
business expensAs claimed by tho operators, less the 35%
for hit s left net income S vll1ich were far in exce ss of the
anounts reported on the backers' returns, The discrepancies
were so substantial that, conceding that the findings as to
the gross receipts and hits were correct, there could be no
question that the understo.tements of net :i.ncome were due to
fraudulent attempts to defeat and evade taxation. If the
testimony of the 800 writers were believed; the numbers
op~rators were clsarly guilty of tax evasion.

A number of other factors also convinced the agents
tl1at they were justifIed in recomr:1fmdinc; the criminal
pro se cut iOE of the Atlant i cC i. ty nW!1ber s [Ibarons ". Fir st,
the writers, as previously mentionerl) on \'\lhose testimony
the agents were relying, were mostly honest storekeepers
and tradesmen. It was felt that their affidavits were a
sound basis upon which to predicato a clai~ for additional
taxes. Secondly, the statements taken from the pick-up
men as to their daily net colloctions checked closely with
the figures given by the writers, Although these pick-up
men could not be relied on t~ give the same testimony at
a criminal trial and they were all hostile witnesses,
nevertheless, their statements to so~e extent corroborated
th8 writers.

Further, in the absence of books and records, the
backers would have to rely on their own denials to dispute
the testimony of the writers, and the agenm felt that
they would not make very credible witnesses in their own
behalf, Most of them were lifelong racl(eteers who could
not prove that they ever had done an honest dayls work in
their liv9.s. A !",-umber of them wer8 ex-convicts and all
of them were then operatins their numbers game in violation
of ~he lavvs of' the Sta te of New Jersey. In 3. number of
instances, the agents could prove that the backer had made
per sonal expendi ture s far in e:~ce 3S of ne t income re por ted
and in other instances they could prove false statements
during the course of the investigation. Lastly, even if
the mathematical percentage of 46.41~ wore accepted as
being the truo percentage of hits instead of the 35%
testified to by the writers, the baCKers still had under­
stated their net incomes by substantial amounts.

At this point, still another problem presented itself
to the Treasury Agents, Their information had been and
th9ir investigation disclosed that the various backers had

You are Viewing an Archived Copy from the New Jersey State Library



... 42 -

be8n oper~ting as ~ syndicQte or combine from the middle
of 1935 0~. There follows a list of points ~n~ich seemed
to indic~~8 that some sort of organization existed:

1. All of the backers paid the same odds of
000 to 1 and 300 to 1 on the winning numbers.
~hey all admitted that these odds were es­
tablished by common consent.

2. r~8.rds listing the "cut numbers il (300 to 1)
~9re printed by one printing establishment
and these cards were distributed by all the
·cankers. They were called llOfficial Cut
~;umber Card ll •

3. They all paid off on the same winning number
&s determined by the pari-mutuel payments on
the first three races at a selected race track.
They admitted that the system of using the first
three races was establisl1.ecl. by common agreement.
In other cities tl,e numbers bankers used the
third} fifth and seventh races.

4. They all use (1 the same ra ce tra cks at the same
time and admitted that this was done by agree­
ment.

5. They all paid a standard 25% cOnIDlission to
writers - by agreement.

6. They all admitteQ that they had an agreement
not to "steal" one another1s writers or pick-up
men and not to pay bonuses to obtain new stops.

7. For a two-year period they all apparently op­
erated out of a comnon headquarters) the Belmont
Hotel.

8. Instead of buying their nwnbers books direct
from the Baltimore Sales Slip Company, they
all purchased the books from a William Rubenstein,
Who had a single contract with that company,

9. The backers all employed one individual to go
bail and pay fines When their writers were
arrested. This individual, Patsy DiCanio}
testified that he obtained money from any
banker available and used it to take care
of "p inche s"" no matter to what bank the
writer belonged.
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10. One of the backers, Isaac Washington,
testified that he and his partner,
Harold Scheper, were called the "outlaws ll

be cause they were not part of the II syndica te II.

He stated that they had tried to obtain
membership in the combine but were refused.

All these circumstances indicated to the agents that
some sort of an arrangement bound the backers together in
a joint enterprise; however, m1en interviewed, they all
claimed, under oath, that they were operating independently
a~nd they claimed that aside from a number of agreements
for their mutual benefit, they had no interest in one
another's business. For income tax purposes, it was
necessary to prove that they used a common treasury and
pooled profits and shared expenses in order to establish
that they were operatlng as a syndicate and the agents
were unable to obtain such evidence~ They were compelled,
therefore, to treat each of the banks (there ~ere 9 of
them) as independent organizations and as a result, in
September 1930 they set-up and recommended criminal
prosecution in 14 separate tax evasion cases (involving
$125,000 in additional taxes and penalties), although
they felt that actually one conspiracy charge would have
more properly covered the situation.

The agents were particularly desirous of obtaining
successful prosecutions in this group of cases because
all indications pointed to the fact that the numbers
backers had been making substantial graft payments to
Nuck Johnson and it was their hope that some individual
among the 14 prosecuted might lIbreaktl and reveal the
desired information. However, the difficulties that
had beset the agents during the investigation continued
when the cases reached the General CounselTs office in
the Bureau of Internal Revenue. The attorneys there
immediately recognized the essential weakness of all
the cases, namely, that the writers were really without
accurate knowledge as to the amount of hits paid out and
that their "estimate" (showing 35%) were close to being
"guesses". When the agents indicated the desirability
of prosecution and pressed for action on the cases, the
attorneys replied and properly so that lIyou cannot guess
a man into jail". When the agents explained that eyen
if the hits were computed on the basis of the 46.4%
percentage, the additional taxes due would be SUbstantial,
the attorneys pointed out that such an arbitrary per­
centage method of determining net income hardly proved
a case "beyond a reasonable doubt".
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The deciding factor that finally released the cases
for prosecution was that durlng one of several conferences
that were held on them in Washington, VJilliam H. hicReynolds,
then Administrative Asslstant to tile Secretary of the
Treasury, expressed the opinion that as all the taxpayers
were racketeers and as it was known that they were actually.
guilty of tax evasion, he thought it advisable to prosecute
them even though the evidence was not strong, for the
backers themselves had deprived the government of the means
of accurately deter'mining net income because of their wilful
failure to keep records. As will appear later, it was just
on this point that United States District Judge John Boyd Avis,
during the trials, ruled that the testimony of the writers
was competent "for what it was wortlJo, as it was the only
testimony available dUB to the actions of the backers them­
selves.

That this vms the propel." approach to the problem and
that the cases wore stronger for practical purposes than
they appeared to be legally is demonstrated by the fact
that ultirr0tely twelve of the fourteen backers either were
convicted or pleaded guilty to tax evasion, while only one
VIaS acquitted - (one ot;ler backer died before the cases
were presented to the Grand Jury). However, as will ap­
pear later, it was not these successful tax prosecutions
alone that finally caused these numbers barons to "break"
and disclose their payments for protection; it was their
denial of the e:;;j.stence of the syndica te and the additional
criminal charges resulting fr00 their perjury on that sub~

ject that led in the end to the truth being uncovered and
lINuck" Johnson being convicted, so it was well that this
group of "numbers ll coses did reach the prosecutton stage.
They were referred to the UniteG States Attorney's office,
Trenton, New Jersey, in February 1939 and on March 14, 1939,
thirteen of the backers were individually indicted for tax
evasion.

Treasury Agents' Request for the
Appointment of a Special Prosecutor

By April 1939, the agents had reached the stage in
the lnvestigation where they had completed their examina­
tion of a considerable number of contractors) horse-room
operators, proprietors of houses of prostitution, and
numbers backers. They had developed evidence which had
been sufficient to obtain the indictment, on tax evasion
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,l.l':.n _:l:",:'_~ :-'::or88 Race BettIn::.' Rooms (2) -

:ontract C8SS~ (6)

c~arg8s, :: ~_ individuals. Further, they had submitted
repcrts :..'s~c;:s,~oinc; cri:'liE~,l prosecution in 9 oUJ.Ar cases
(8 in t~e 7:..ce ~&Ck8t an0 1 on a contract case, the
Mil18r-Cc~ia-:=~nson tax conspiracy) 8Ej ~ere awaitinG Grand
J·~~.l"'~,r SC-=-:"'~·~·. C~_ -=~~}.8se cases.

~'!il=-i::.:'l Kanowitz, alias ilWillie \"'-allpaper fl

Jc:, v::..~ 7i scher

=er..~:::'lin Hubenstetn
Aust:':.CL Clark] alins ilDick Austin il

:; Ol11:' ? 1".';a 1 ia
:"::err:(:);'l Dan ie 1 s
::':ej'c~' B. William,s
JOSA~~> l:J1ried:'1an, altas ilZend81 iI Friedman
::: saE C '.,'fa sl1in:~ ton
~,=arC'lo, Scheper
5en2s.:'::in Ravnis!~y, alias i1Benny Ray"
T'~J'l"'C: -',I m1'o'.'.I;'8V all"a'" J8'}leS il'\.Tol~+'''n\1c...; a ,C' -' ..L • 1 .. __ .J V , ...) 0_ _ 1'.1 itlU.l.

;,Iart:..:-: Hichaal, alias ilJack SOt~thern;1

Will i2.u Wolfson, al ia s lIVV'allpaper Will i8 if
"1t'''·",:·',·y L >.'aCl"l'C> all'a" H'T'onv ll ~..;'acl"lo8....-:\.1 .1. --oJ ~ l.l ) v, . U - <.J L.c

~- '.'. ~ :' J 0 se pl! A. Cor 1 0

::C1.~:..-~=-l B. TOj',ilin
~:-:'E:">S IJ' Bader
::=:;",=:..c-~ A. Gre~:la,.~:

;;E:J:':'~ J. Donahue
::>}::', :=. Toml in

As the ::vI:r:-cse of t~le invAsticatIon was to deteI'Pline 1'!ll.ether '
gr~\ft P2,~":r:ent8 ":ere l!lsdG to Huck Johnson or to ;'1i3 Hcollectorsll
the ager'"ts fel c

: that imt'.elliate an/ vigorous legal action on
tbe indic.t;-.lents was neoessary 8.S \vell 2.3 prompt action on th,e
re~&inl~g cases that were aTI3itins presentation to the Grand
Jury. O~viouS=-7, the Treasury investigation would be inef­
fectual ur~less t 1,-:e Depsrt'11Emt of J'),8tice attorneys vl'ould
carry t~e caSBS forward in t~e courts wlth the same primary
objective in vieIT.
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Several considerations had presented themselves to
the agents in connection with this situation. In the
first place, such a group of cases, all inter-related and
all pertaining to income taxes, really required a pros­
ecutor who was an expert in the tax field and who could
devote his entire time to the group with a view to using
them for the purpose of tracing graft to Johnson. The
handling of the cases as separate and routine criminal
proceedings would have defeated the real purpose of the
indictments. The agents knew from their contacts with
the local United States Attorneyls office at Trenton,
New Jersey, that that office was actually undermanned
and could not spare an attorney for special assignment
to the Atlantic City cases. Assistant United States
Attorney William F. Smith was an excellent trial attorney
and had handled a number of income tax cases, but he was
trying most of the criminal cases in the district and was
also acting as Chief of the Criminal Division of the United
States Attorney1s office, with the responsibility for all
the administrative duties of that office. He could not,
under such circumstances, devotg his entire time to the
Atlantic City investigation.

Further, Nuck Johnson, a life-long politician, was
relying on political influences to help him and his hench­
men in their difficulties with the Federal Government. It
was to be expected that he would use (and he did use) every
political contact and friend that he possibly could. There­
fore, with these considerations in mind, the agents, as
early as October 21, 1937, submitted a confidential memo­
randum in which they suggested the advisability of the
assignment of a special prosecutor to handle all the cases
arising from the Atlantic City investigation.

During the spring of 1939, the political pressure
exerted by Johnson became so apparent that the agents,
on April 3, 1939, submitted a confidential report to
Mr. Irey requesting the assigrn1ent of an attorney from
the Attorney GeneralIs office to conduct the court pro­
ceedings connected with their caS8S. William H. McReynolds,
then Assistant Secretary of the Treasury, and Edward Foley,
Acting General Counsel of the Treasury, approved this re­
quest and soon thereafter the Treasury Department officially
requested the Attorney General to make such an appointment.
On April 27, 1939, Honorable Frank Murphy, then Attorney
General of the United States, assigned Joseph W. Burns,
Tax Division, Department of Justice, to the Atlantic City
investigation and authorized his appointment as a Special
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The First Indictment of Enoch L. Johnson

Assistant to the United States Attorney for the District
of New Jersey. Attorney Burns arrived in Atlantic City
shortly thereafter and from that time on was chief government
counsel in all the Atlantic City cases and worked in closest
cooperation with the Treasury Agents throughout the remainder
of the investigation.

From the time that Joseph W. Burns was appointed
sp8cial prosecutor, the investigation was carried on
jointly by the 'rreasury Agents and the Department of
Justice. The Treasury Agents had concluded that due
to the entire absence of records which would show Johnson's
income, and due to the allegations that his income consisted
of cash derived from graft and protection paid by persons
engaged in rackets, it was futile to attempt to ascertain
his income by direct investigation. The agents had in­
vestigated the various sources of income from graft and
protection and reco~~ended prosecution which had resulted
in the indictment of 21 persons. In spite of the fact that
many of these persons had filed no income tax returns and
could not hope to avoid being convicted, none of them en­
tered a plea of guilty or made any offer to help the Govern­
ment. During his long political reign in Atlantic City,
Johnson had been able to give these people the protection
that they paid for and they had not been disturbed in the
operation of their illegal rackets. Johnson's success in
protecting them from prosecution locally led these persons
to believe that Johnson could protect them from Federal
prosecution. Consequently, even after they were indicted
they merely sat back and awaited the Government's next move,
evidently assured that Johnson could take care of them
through his connections.

- 47 -

'Nhen all efforts to prevent the indictment and later
the trial of JUdge Corio had failed, and his case was
moved for trial in January, 1939, Corio finally "broke"
and disclosed the payment of $28,000 in graft to Johnson
in September, 1935. Unfortunately, this did not provide
evidence of tax evasion against Johnson since he had a
net loss on his 1935 return of apprOXimately $56,000.
However, the manner in which the $28,000 was paid to
Johnson involved a scheme to evade a part of the Miller
Corporation's taxes. The evidence of this scheme was
strong against Corio, Anthony P. Miller and Japhet Garwood,
the bookkeeper and accountant for Anthony F. Miller, Inc.,
but was weak agninst Johnson. There was independent
evidence of the tax evasion scheme in so far as the cor­
porationand its officers were concerned, but JohnsonTs
connection with that scheme was based entirely upon the
testimony of Corio, an accomplice.
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At that stage of the investigation it was necessary
to decide what the. Government's next move would be. One
courso of action open was to start trying the 21 indict­
ments which had already been filed and.er-deavor to obtain
convictions, with the expectation that after being convicted
these persons would at last be convinced that Johnson could
Dot protect them, and therefore they would disclose the
informa t ion wi th re spe ct to pa yr:'ien t s of graft in the hope
of lessening their own punishment. The other course of
action was to show these persons that Johnson could not
even prevent his own prosecution) let alone protect them.
There was sufficient 8videDc~ that Johnson was involved
in the scheme to evade the Miller CorporationTs taxes
to warrant his indictment. It was determined that the
indictment of Johnson might have the psychological effect
of causing other persons who had been indicted to plead
guilty and come forward with evidence which would disclose
graft payments. Accordingly) on May 10, 1939, an indict­
ment was filed against Enoch L. Johnson, Joseph A. Corio,
Anthony Po Miller, Japhet Garwood and Anthony P. Miller,
Inc. for a conspiracy to evade the Miller CorporationTs
income taxe s for the year 1935.

First Trials of Numbers Cases

Attorney General Murphy deci.ded not to rely on a
single course of action, but to pursue both courses of
action at the same time. He directed Attorney Burns to
move all 21 of the pending cases and try them as soon as
possible. United States Attorney Quinn assigned Assistant
United States Attorney William F. Smith to work with
Mr. Burns in the trial of these cases.

under the system prevailing in the District of New
Jersey, all cases arising out of the southern part of the
state are tried in Camden. It was believed that the trial
of the se ca se s in Camden might no t be succe s sful be cause
Johnson1s influence might extend to the juries there.
However) the only jUdge who was available to try cases
immediately was Judge John Boyd Avis at Camden, so the
Government decided to take the risk of trying the cases
there. Judge Avis cooperated completely with the Govern­
ment and agreed to start the trial af cases on May 22, 1939.
30me of the agents had returned to their posts of duty
When the ir repar ts had been submit ted, and they were noW'
all recalled to Atlantic City. On May 16, 1939, active
preparation of these cases for trial began in Atlantic
City. The staff consisted of Special Agents William E. Frank,
PaUl F. Snyder) John C. Cheastyand Edward A. Hill, Revenue
Agents Walter Doxon, Jr., and John F. Williams, Attorney
Joseph W. Burns of the Tax Division, Department of Justice,
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Assistant United States Attorney William F. Smith, and
steLographers Jeanne Dauphers, and Caroline Crockett.

It was decided that the nurnbers group of cases should
be tried first since they involved an illegal racket and
would result in longer prison sentences if convictions were
obtained. The case against Austin Clark, alias Dick Austin,
was chosen as the first to be tried. It appeared to be the
strongest case since he reported no income at all from the
numbers game in 1935 and 1936, yet he reported $20,000 in
1937, This case also had an interesting angle since Clark
had operated a numbers bank at Washington, D. C4 , during
those same three years but had denied this to the agents.
His indictment, therefore, included a count for making
false statements and representations to Treasury Agents,
Part of the proof which the Government intended to use to
establish Clarkrs connection with the numbers banle at
Washington, D. C., involved a hold-up and safe robbery,
during the course of which a policeman was bound and
gagged. At the trial this policeman was called by the
Government as a witness and testified that in December, 1935,
while he ','laS investigating a complaint which had been re­
ported to him, he went to a certain address in Washington
and rang the doorbell. When the door was opened three
men seized him by his coat lapels and pulled him into the
hallway. He was bound and gagced, and while one of his
assailants r~mained as a guard over him, he heard two
explosions. The three men then threw the policeman down
a flight of stairs into a dark cellar and left the premises.
After he succeeded in freeing himself he called police
headquarters and then went to a hospital himself for treat­
ment. In investigating this robbery, the police ascertained
that the safe whic~'l had been owned by Aust in Clark had been
robbed of $5,000. Clark gave then as a notive for the rob­
bery the fact that hfl was aG outsider "muscling in!! on the
numbers racket.

Preparation of this case for trial began on May 16
When the agents and attorneys started calling in and in­
tervieWing more than sixty witG8sses. This sudden renewal
of intensified activity by the agents caused quite a stir
in Atlantic City. A squad of eight Deputy United States
Marshals arrived from Trenton to serve subpoenas on more
than 200 witnesses for the various trials that were scheduled.

This nurnters racket trial was quite different from any
other income tax trial. The defendant had no books or re c­
ords, and all of the witnesses were violating the State law
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and consequently were hostile. The agents had obtained
affidavits from each of the "wr iters ll who worked for
Austin Clark, and had obtained from them their best
recollection of the average amount of numbers written
by them each day during 1935, 1936 and 1937. The as­
certainment of this average amount written was not very
difficult as the business of all these writers ran fairly
constant. They received 25~~ commission on the amount they
wrote, and a great many of them used that money for specific
purposes, such as to pay certain bills or to pay the rent.
Consequently, they were in a position to give a fairly
definite recollection of the amount of business they had
done. The numbers bank paid odds of 500 to 1 on some
numbers, and 300 to 1 on other numbers when they won.
There was no such constancy in winning as there was in
writing of the numbers. Therefore, it was very difficult
to establish how much each vITiter had paid out in winning
bets. The writers were asked to give their highest esti­
mate of the amount of hits paid out in each of the years.
The revenue agents made computations based on the oral
testimony of all these writers and arrived at figures
which were to represent the gross amount of business done
annually by the Austin Clark numbers bank and the amount
paid out by him in Winning bets.

Clark had several ifpickupil men who went around to
these various writers to collect the slips and money each
day. 1'11ey received 10% commission on the amount of money
they collected. Since the amount of money collected was
fairly constant and these pickUp men made their living on
these commissions, they had fairly good recollections of
the average amount they had collected. The agents made
computations based on the figures given by the pickup men
and these figures checked very closely ~ith the figures
given by the writers. Austin Clark had been interviewed
by the agents and had himself given estir~tes of the
average amount of business done by his bank each day. He
had also stated what the expenses were, but refused to
make any statement with respect to the amount paid out
in IIhits" or bets. All this evidence was very unsatis­
factory to present to a court and jury with a request
that they find the defendant had received a certain amount
of net income upon wbich he had attempted to evade the
payment of taxes.

The defendant was not idle while all this questioning
was going on. He ordered everyone of the witnesses,
Who of course were his employees, to report to the office
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of his attorney as soon as they had left the Post Office
Building. Each of the witnesses was then questioned by
the defendant's attorney rAgarding the statement he had
made to the Government.

The trial of Austin Clark began on May 22 and ended on
June 7 when he was convicted of evading his income taxes
for 1935 and 1936, and also for making the false statements
to the agents. The trial received tremendous publicity and
it was well known that this was the first shot of the
Government's efforts to break up Atlantic City rackets.
Since Attorney Burns was assigned specially to prosecute
these oases, he took the active part in the preparation
and trial, with Assistant United States Attorney Smith
aiding him. However, the attorneys decided that it would
be good jury psychology for Mr. Smith to take an active
part in the trial in order that the defense attorneys
might not be able to comment o~ an attorney being sent
from Washington by the Government to try a local boy.
Mr. Burns made the opening statement to the jury and
presented most of the Government's case, and then Mr. Smith
cross-examined the defendant and made the surmnation. It
was more appropriate to have Mr. Smith criticize the nwnbers
racket since he was a New Jersey resident.

During the course of the trial legal difficulties
were encountered which threatened for a time to cripple the
Governmentts case. The writers would testify to their
recollection of the amount of business written by them
and the amount of hits paid out, then on cross-examination
would waver so much from their direct testimony that there
was little left. The defense contended (not without just
cause) that the witnesses were "guessingll at the figures
testified to and did not have any recollection. If this
contention had been upheld, the Government's case would
necessarily have been dismissed and probably would have
ended the investigation then and there. However, JUdge Avis
refused to strike out this testimony and ruled that the
weight to be given to the testimony was for the jury.

The next difficulty was in making a computation of
the gross income, losses and expenses. The court refused
to permit a revenue agent to testify as to his computation
of the amount of business testified to by the various
witnesses on the ground that they did not give specific
amounts, and the court ruled that the jury would have to
make a computation after weighing the testimony of each
of the witnesses. The court stated that the revenue agent
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should not be permitted to weigh each witness l testimony
and make a computation based upon the varying figures
given by those witnesses. This left the Government in
the very precarious situation of having no specific evi­
dence of the gross business, expenses or net income, and
for proof of evasion dependent entirely upon evidence
of personal expenditures which for the years 1935
and 1936 were far in excess of net income reported. Con~

sequently, the Government could not offer any tax computa ..
tion which might show the amount of tax which it cl8.imed
had been evaded.

In attempting to make a tax computation the Government
counsel got involved in a situation which seemed likely tc
constitute reversible error. Not being able to have the
revenue agent, who was on the witness stand, make computa­
tions based upon the testimony of all the witnesses who
were employees of the defendant, GovernQent counsel started
to have the revenue agent make a computation based on ad­
mission of the defe.ndant. i;in.ien the defendant had been
que~tioned by the agents~ he had admitted that hi~ gross
buslness averaged about ~400 a day and that he pald out
certain co~nissions to the writers and pickup men and
certain expenses for number books, adding machine tapes,
rent, telephone, etc. He said that he did Lot know how
much he paid out in hits. The revenue agent made computa­
tions, which were put on a black-board, of the annual gross
receipts as admitted by the defendant, and deducted the
coymnissions and kno~m expenses. Wnen the court would not
permit the revenue agent to estimate the amount paid out
in hits, the Government was left in a position of having
figures which it knew did not constitute net income. A
Treasury DepartmeLt expert from the Actuarial Division was
then called as a witness with a view to having him testify
to the percentage that would be paid out for hits based on
mathematical probabilities. A defense objection to this
testimony was sustained by the court; therefora, there was
nothing left to do but to have the agent make a computation
of the tax that would be due on the income shown, which
admittedly made no allowance for losses. Although this
seemed wrong at the time~ it later proved to be right
since the court ruled that it was up to the defendant to
claim and establish his deductioEs under the income tax
law.

The dr8.matic quality of the testimony with reference
to the safe robbery and the binding of the policeman in
Washington was counterbalanced by the humorous testimony
by some of the other witnesses. After defense counsel~
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had practically negatived the testimony of some writers
on cross-examination, they were surprised to come up
against one storekeeper who had a ready answer for any
question put to him regardinG figures. Whereas most of
the writers couhl :.;ive no def1n1 te fig1.lres of the amount s
of hits paid out or the percentages, this witness had
everything at his finGertips. In desperation, defense
counsel finally asked him point blank how it happened
that he was able to give such specific answers, and he an­
swered with a smile that he was a 1I10ver of mathematics ll

and had made a study of the numbers bu,siness. Then, for
the first time the resemblance of the wi tness l bushy grey
hair to that of Professor :instein1s was observed. Defense
counsel asked no more: questions.

Another wri ter had been lJrodded on cross-examination
as to how he was so sure of certain figures that he had
given. In his attempt to show what would legally be
called his best recollection, he stated that he got the
figures after ilsqueezi~ his brain out il • An old pickup
man who was called IIpo p had produced an adding machine
tape' which the Govcrm" en t had offered as an example of
the type used by the pickup men. The defense tried to
keep it out of evidence on the ground that there was no
proof that it was made during the three years 1935, 1936
and 1937, but IIFOpll answered that he knew it was made in
June, 1935, because that was the last time that he picked
up numbers. He saiel. t he the 1I1awil was after him and he
managed to get away without beinG caught, and he always
kept that tapo as a remembrance of the close call he had
with the law.

The racl{et atmos"0her8 was also present at the trial.
At one time some of thG Government 1Nitnesses suddenly seemed
to be ac ting nervous on the 'Hi tnes s s t<'::lTxl, and jus t about
to fall apart. One of the agents noticeG tr18t there were
three well known Atlantic City [!stronG armll men sitting
in seats directly in front of the witnesses 2nd staring
at the witnesses. There was no doubt but that the witnesses
were afraid somethinr mi~ht hapnen to thBm~ At the Govern­
mentIs request those strong arm men were ejected from the
courtroom.

The case which went to the jury consisted entirely
of oral evidence of about sixty witnesses, all of whom had
mentioned varying figures in their testimony. The jury
were supposed to weigh the testimony of the various wit­
nesses, then make mental calculations similar to an
accountantls balance sheet and arrive at a net income,
compute the tax thereon, and decide whether the defendant
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had attempted to evade that tax. When defense counsel
pointed out the absolute impossibility of a jury's ac­
complishing this feat and therefore moved for a directed
verdict, the court ruled that the difficulty was inherent
in the case and that it was just as much a h8ndicap to
the Government as it was to the defendant. The court
stated that since it was an illegal business, no books
or records were kept, the Government was enti tled to
oresent whatever evidence it was able to procure, and,
if it happened to be a weak case, it nevertheless was
for tho jury to decide. The court suggested that counsel
for both sides cOldc1 aid the jury by stating in their closing
arguments what they believed the testimony showed. In that
way, the attorneys for both sides were permitted to put
before the jury the computa tions made by their own account­
ant - in the form of arGument, rather than sworn testimony.

The correctness of the court! s rulings appeared more
clearly when the brief on appeal was prepared. The Circuit
Court of Appeals for the rEhird Circui t affirmed the convic­
tion, and a petition for a writ of certiorari to the Supreme
Court was denied.

Tfie Government believed that the conviction of Austin Clark
woulci. cause the twelve other numbers backers who had beon in­
dicted to capitulate. However, the resistance of the racket­
eers in Atlantic City had been underestimated and, as later
developed, the fiGht had only begun. The attorneys and
agents immediately began preparing other cases for trial.
Benjamin Rubenstein and John F. Malia had been partners in
a numbers banlc an(l. it was decided to try their cases next.
They immediately started to obstruct the Government in the
preparation of its case. Hanyof the witnesses who had
been requested to come to the Post Office Building to be
interviewed failed to appear. Revenue agent summonseS
were served upon some of the pickup men and, when they
failed to appear, court orders were procured. At this
point they decided to come in. 'l"he Rubenstein and Malia
cases were listed for trial June 12 but there was a delay
of one week, to June 19, due to an accident to the defend­
ants' attorney. On June 16 Austin Clark was sentenced to
three years in the penitentlDry, $2,000 fine and the costs
of :nrosecution.

When the trial calendar was called on May 22,
James J. Donahue, and Edward S. Graham pleaded guilty. A
third defendant, indicted jointly with them, Charles L. Bader,
pleaded not Guilty so sentences were indefinitely postponed.
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During the wee {I s delay on the Rubenstein and, Mali9. cases,
Donahue and Graham were questioned about the ~;;10; 000 Graft
that had been paid to Johnson in 1933 for getting them the
garbage removal contract from the city of Atlantic City.
William Kanowi tz ar,c1 David" Fischer, horse race bettin[,; room
operators, also pleaded guilty to charges of failure to
file returns. On June 16 they were sentenced to four months
in jail and fined ~500 each. They were questioned about the
payment of protection money an0 admitted that they paid 0160
a week, but stated they did not know the name of the man to
whom they gave the money. Since t he Government could pro­
ceed no further along these lines; attention was again con­
centra ted on the numbers cases.

On June 19; when the Malia case was called for trial,
he pleaded Guilty. His attorney also represented Joseph
t1Z endel fl rriedman, William \f.lolfson, Benjamin Ravnisky and
Anthony L. Macrie. He offered to plead all of them guilty
if the sentences would not be more than six months, but
Judge Avis indicated that th8Y would all receive peniten­
tiary sentences. The Rubenstein case went to trial and
resulted in a conviction on June 30, 1939. On July 12
he-was sentenced by Judge A~is to two and a half years
in the penitentiary; $1,500 fine and the costs of prose­
cution. His partner, Malia, was sentenced to 15 months
in the penitentiary and $1,000 fine. Rubenstein appealed
his conviction; which was affirmed by the Circuit Court.
of Appeals for the ~hird Circuit, and petition for a writ
of certiorari to thR Sunr8me Court was denied.

Counsel for the rem2ininc nu~bers backers offered to
plead eight of them guilty if they would get only six
months; but Junge Avis refused. After Rubenstein was
convicted on June 30, the GoverDxnent wanted to start
another numbers case immediately as it was felt that
two convictions would be enough to convince all the
others that they should plead"guilty. Judge Avis had
agreed to sit until July 15 , but unfortunately his wife
became very ill and caused him to change his plans.
This prevented the Government from capitalizing any
further on the two cor-victions already obtained.

1939 Grand Jury Investigation at Newark

During the two and a half years of the investigation
by the 'I'reasury Agents, they had established ~?lO,OOO a
year graft to Johnson (1933 and 1934) on the garbage con­
tract and ~28,OOO in 1935 on the railroad station contract.
However, Johnson had on his return in each of those years
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sums of money desigDated as !lether cemmissions tr
, which

were more than sufficient to include these items. Since
he would never talk to t~e agents, they were not able to
find out what was intended by Johnson to be included in
this term "other commissions", and consequer.tly they had
no real evidence of u~reported income. The only person
to "break" under the pressure of court proceedings was
Judge Corio aDd as just stated, his evidence did not
help to make a case on Johnson individually. The hope
of the agents that ~n indictment of Johnson would cause
other persons to believe he could no longer protect them
and cause thorn to tell the truth was not fulfilled.
Although the City of Atlantic Clty was very much excited
about the Miller-Coria-Johnson conspiracy indictment of
May 10; 1939 and rumor had it that other persons under
indictment would "break fi

, apparently Johnson convinced
them that all was not lost and the result was a stiffened
resistance rather than a weakened one. The Government
was not compelled to make a decision about trying the
conspiracy indictment against Jor.nson sir:ce the attorney
for'Miller died and this necessarily postponed the trial
at least until the fall.

The agents had slso obtained admissions from the
two horse-room operators, Kanowitz and Fischer} that they
had paid $160 a week for protection. When the criminal
calendar was called in United States District Court,
Camden} New Jersey} on May 22, 1939, these two pleaded
guilty and were given four-month jail sentencesj however,
they still insisted that they did not know the name of
the man to whem they made these weekly payments. The
penitentiary sentences imposed upon Austin Clark and
Benjamin Rubenstein were substantial} but did not in
any way weaken their resistance or the resistance of
the remaining numbers bankers. They seemed perfectly
Willing tc go to jail to protect Johnson, hoping by his
influence to be paroled at an early date. It seemed to
the attorneys and the agents that the only recourse left
was to call before a grand jury all those defendants who
had aeen co~victed or pleaded guilty in an effort to force
them to tell the truth about the payments of graft, or
possibly make cases for contempt based on evasive answers.
?he power a~d authority of the grar.d jury was called upon
to supplement the efforts of the attorneys and the investi­
gators.

On July 19, 1939, there began a IlJohn Doe" grand jury
investigation, which it was hoped would ultimately develop
evidence indicating whether an indictment should be returned
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against Johnson for evasion of his individual income taxes,
In addition) the attorneys decided to call other persons
connected with the numbers racket, horse race betting rooms)
houses of prostitution and contractors who had not been in­
dicted. Since 3pecial Agent Frank, who is also an attorney,
had been in charge of the investigation since its inception
and was familiar with many details which had never been
included in any written report) the Attorney General ap­
pointed him as a Special Assistant to the United States
Attorney in order that he might participate in the grand
jury proceedings. The investigation by this grand jury
continued until October 1939.

Shortly after the grand jury investigation was in­
stituted) Judge Avis agreed to try one more short case for
the Government and on July 24 the trial of Morrell B. Tomlin,
the road contractor) began. He was convicted on July 27, but
was not given any jail sentence, merely a fine of $3,500.
The noteworthy thing about this trial was that, due to new
evidence adduced in court pertaining to the duplication of
certain items of income, it was found that the net income
for the year 1935 was much less than charged in the in­
dictment and that as a matter of fact, there was no tax
due for that year.. However, the evidence ':showed that
Tomlin l s gross income was substantially in excess of
~5000 and as no return at all had been filed) the jury
found him ;?lilty on the charge of wilful failure to file
a return. Thus, he was convicted of what really amounted
to a technical violation for as previously stated, there
was no tax due. This was the only case tried during the
balance of 1939 which had been on the trial list called
in May. A few numbers "barons lr and two more contractors
did plead guilty at different times during that period.

All the efforts of the attorneys and agents were then
turned toward the grand jury investigation. It was decided
to investigate all possible sources of income at the same
time, hoping that there might be a lrbreak" in at least, one
of them. At the first session of the lrJohn Doe" investi­
gation on July 18) 1939) witnesses were called in connection
with the numbers racket, horse race bettinl3 rooms and gar­
bage removal contracts.

William Kanowi tz and David Fis e>her, horse room operators,
were brought from the Mays Landing -Jail to testify. They
admitted havinc paid $160 a week for the privilege of operat­
i~~ free from police molestation during 1935, 1936 and 1937)
but claimed that they had made their arrangements for pro-
tee ti on through a p ers on then dead and t ha t they ill d not
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know the names of the collectors to whom they had actually
paid the money. Their answers appeared to the grand jury
to be false and evasive and it was decided to study the
transcrlpt of their testimony to determine whether they
should be cited for contempt of court. They were called
again before the grand jury on August 9 and, after in­
tensive cross-examination/ finally stated that the pro­
tection money had been collected by two individuals whom
they knew only as TlFrank Tl and !lJoe Tl • The agents had in­
formation that Frank Molinaro. and Joe Camarota were em­
ployees of Samuel Camarota, who was reputed to be the
collector of tho horse-room graft. It seemed quite
likely that Samuel Camarota did not GO around to the
horse-rooms himself but sent his employees. Therefore,
Frank Molinara and Joe Camarota were brought into the
grand jury room to confront Kanowitz and Fischer. No
opportunity was Given Fischer to talk to Kanowitz in
between their appearances before the grand jury, yet
both denied that Molinara and Camarota were the TlF:r'ank Tl

and llJoe" who had collected from them.

The grand jury did not believe the testimony of
Kanowitz and Fischer, and voted to make a presentment
against them, ci ting them for contempt of cour t on the
ground that they were making false and evasive answers
which were obstructing the grand jury investigation.
The grand jury appeared before United States District
Judge Guy L. Fake who offered the defendants an oppor­
tunity to GO back to the Grand jury and purge themselves.
Hearings on these citations were set ~or August 17.
Molinara and Camarota were then called before the grand
jury and admitted that they were employed by Samue 1 Camarota
who also operated a horse-room. They stated that in ad­
dition to working in the horse-room, they did go around
to other horse-rooms in Atlantic City making collections,
but these collections were solely in connection with
"lay-off l

\ bets and not any graft. They specifically
denied ever having been in the horse-room of Kanowitz
and Fischer at any time and d.enied collecting any money
from them, either lay-off bets or protection.

The institution of the contempt proceedings brought
resul ts, 0.1 thour,h not immediately. Fischer I s wife was
greatly disturbed at the prospect of her husband's re­
ceiVing an additional jail sentence and said that she
would do everythin8 in her power to make him tell the
truth. On August 15/ the real reason why Kanowitz and
Fis cher were willing to suffer adeJ.i tional punishment
ra ther than" talk" became known. A converso. tion wi th
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Kanowitz and Fischer at the Mays LandinG Jail revealed
that they were actually operating their horse-room while
serving their jail sentences, ar.d that the manager of the
horse-room visited them three or four times a week to
report on the business and to receive instructions. This
arrangement was easily made since Sheriff Al Johnson, who
was in charge of the jail, was a brother of "Nucky " Johhson,
It was obvious, therefore, that Johnson was making things as
easy as possible for these F~deral prisoners while they were
in jail, and permitting them to keep their horse-room oper­
ating so there was no incentive for them to help the Gov­
ernment. Arrar.gements had also been made for them to have
meals brought in from outside, so they were not even required
to ea t the pri son fare. The Cornmis s ioner of Inter nal Reve nue
had levied jeopardy assessments and they paid over $10,000
in cash to the collector in full payment of taxes, penalties
and interest. It seemed they would do anything rather than
tlsqueal". Thereupon, it was arranged with the Director of
Prisons to have Kanowitz and Fischer transferred to the Hudson
County Jail in Jersey CJ.ty, which prevented them from carrying
on their business.

When Kanowitz and Flscher appeared at Newark on August 17
for the hearieg on the contempt charge, they decided to tell
the truth. The hearing was therefore postponed and steno­
graphic statements were taken which they later signed. Their
statements substantiated the information which the Treasury
Agents had about the set-up of horse-room graft. Until the
spring of 1935 wire service information had been distributed
in At18.ntic City by two persons, John R. Hill and Samuel Camarata·.
At that time, the General News Company had the service. In
the spring of 1935 N. L. Annenberg took over the General News
Company and formed a new company called the Nationwide ~ews
Service. Arrangements were made through Frank Ragen to give
this wire service only to horse-rooms which had received
permission from Johnson to operate. Hill was forced out of the' .
business, and Camarota became tte exclusive collector. Any­
one who wished to operate a horse-room had to get the " ok ay ll

from Samuel Camarota. When permission was given, the
Nationwide News Service would iestall a wire. The cost of
the wire service was $40 a week) but each horse-room was
~ompelled to pay $200 a week. Camarota collected this
~200 a week from each of the horse-rooms, delivered $40 to
the Nationwide News Service, a~d the remaining $160 to
Johnson. Kanowitz and Fischer stated that when this change
took place in 1935, they got the "okay" from Samu~l Camarota
for the wire service, ar.d from that time on paid ~200 a week
which was collected by Frank Molinara and Joseph Camarota.
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This was the first evidence that the Government had
obtained of payments of protection money •. The only other
evidence up to this point had been in connection with
contracts. It was believed that this constituted a real
l1breakl1 in the investigation and that others now would be
forced to follow suit. However) the tremendous resistance
which had been offered by all the racketeers and contractors
up to that time continued, and Johnson's power and political
influence had a greater effect on the racketeers than the
power of the United States grand jury, It now became per­
fectly clear that the opposition was well organized. It
was not a case of individuals committing perjury~ but the
perjury was the result of a gigantic conspiracy and must
have been planned by lawyers. Every day that the grand
jury sat, a group of lawyers hung around in the corridor
of the Post Office Building ready to step in and defend
anyone who was either cited for contempt or indicted.
There is no question but that these lavryers were engaged
by the organization and were not representing individual
defendants, One bondsman was always present, and always
posted bond, no matter who was indicted.

George L. Goodman, the Atlantic City manager of the
Nationwide News SerVice) was called before the grand jury.
He falsely testified that he had no arrangement with
Samuel Camarota and that his own employees collected from
the horse-rooms, and not Frank Molinara and Joe Camarota.
Goodman's employees falsely testified that they had col­
lected the $40 a week from Kanowitz and Fischer, in spite
of the fact that they were told that Kanowitz and Fischer
had testified that they paid Molinara and Camarota.
Johnson and his henchmen had no thought of surrendering,
bu t made every effor t to limi t the Ifbreakl1 to the two
men who had capitulated. They must have promised to take
care of Molinara and Joe Camarota, as the latter two per­
sisted in denying they had collected money from Kanowitz
and Fischer even when confronted by Kanowitz and Fischer.
While these proceedings were going on, many of the horse­
room operators, numbers backers and contractors had been
called before the grand jury and all denied paying any
graft or protection. Even though word was spread around
that Kanowitz and Fischer had IItalked", the break did not
widen and all the others held their ground.

. It was apDarent that some new steps had to be taken
If the Government was to break through this organized
opposition. The testimony of Kanowitz and Fischer was
sufficient to indict Frank ~'iolinara and Joseph Camarota

(
I
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for perjury. However, such cases would necessarily be
very weak since Z:anoi"':itz nnc1 Fischer woulcl have to admit
that they themselves had corrunitted perjury when they
denied that they paid Molinara and Camarota. Another
handicap in the procedure by indictment was that there
would be a lonG delay in getting the cases tried. While
waiting for these cases to be tried, the grand jury could
get no place. It was therefore decided to proceed against·
the Camarotas and Molinara by contempt citations.

When the petitions were filed, the attorney for
Molinara and Joe Camarota asked the Government attorneys
if they would consider the witnesses had purged themselves
if they admitted they did collect "lay-off" bets from
Kanowitz and Fischer. The Governm6nt attorneys stated
that they would have to admit collecting ~200 a week
or the proceedings would continue. The defense attorney
went over to a hotel to discuss the matter, then returned
and stated that they would fight. The Government was
surprised that they even took time to discuss the matter
since such testimony from Molinara and Joe Camarota would
necessarily force a plea of [~ilty from Samuel Camarota.
The same group of attorneys represented all the rackets
and probably decided to take a chance on JudGe Fake's
decisjon.

These hearings were held by Judge Fake on August 29
and the Gover~~ent called Kanowitz and Fischer as witnesses.
Another Witness had been found who testified he saw Molinara
and Camarota in the Kanowi tz and li'ischer horse-room, although
they had both denied beinG in there. AlthOUGh no defense
was put in, Judge Fake found them not [~ilty of contempt,
stating that he could not find beyond a reasonable doubt
that their answers had been false. He also indicated that
the Government could proceed against them by perjury if
the grand jury saw fit to file an indictment.

This decision ended temporarily the Government's
efforts to continue the pressuro on recalcitrant witnesses
and to force disclosures necessary to the success of the
investigation. The grand jurors were disappointed with
JUdge Fake's decision and immediately voted indictments
for perjury against Frank Molinara and Joseph Camarota.
It was too late in the day to prepare and file the in­
dictments, but something had to be done to counteract
this set-back. There was jUbilation among the racketeers
wa1 ting in th.e corridor to ap"ear as wi tnesses when Judge
Fake's decision was announced. This jubilation was short­
lived. In order to serve notice upon the remaining wit­
nesses, pros~ective defendants and the lawyers for the
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organizatic~ that the Government had no intention of
giving up ~te fight, complaints were immediately filed
wi th the Ur:2..ted States COJTI.missioner, who had offices in
the same b~~ldi~~ with the court. As the agents walked
through the cor~idors to the Commissioner's office to
get the cOrlplai!:.ts, the racketeers who stood lining the
walls had broad smiles on their faces. But when the
agents arrested ~olinara and Camarota right in front of
them and t:-_ey were held in (>10,000 bail each, the smiles
disappeared. Or; September 12 the indictments for perjury
were filed agai~st both Molinara and Camarota.

When -:. :1e cor.tempt ci ta tions agains t Kanowi tz and
Fi scher brc..lght pesul ts J the Government also ins ti tuted
contempt proceedings against another horse-room operator~.

Bernard Mar~on. He had told the agents in a written
statement that he had p~id $100 a week for wire informa­
tion service up until 1935. Thls was known by the agents
to include? certain amount for protectioni When called
before the grand jury Marion denied paying anything for
protection, and denied making a number of the answers
contained in the written statement. His hearing was
scheduled for August 29, but he expressed a desire to
change some of his answers so he was recalled before
the grand jury. His new testimony was not considered
satisfactory, and hearings were held from time to time
before Judge Fake which resulted in Marion1s acquittal
on Oc tober 4.

The key witness in the investigation of the horse-room
graft was Samuel Camarota. The agents and deputy marshals
made several efforts to subpoena him but he could not be
found. He finally appeared on September 12. He had con­
ferred with his attorneys before appearing, and they ac­
companied him right up to the door of the grand jury room.
He answered very few questions, refusing to answer most
questions by claiming his constitutional privilege against
self-incrimination. He was cited by the grand jury for
contempt and was found guilty by Judge Fake on September 19~

He was given an opportunity to purge himself but, upon his
attorneysl advice, stood on his claim of privilege and was
sentenced to six months in jail on September 26. He was
the only witness up to that time who had claimed his privi­
lege against self~incrimination, the others choosing simply
to commit perjury.
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The same attorneys who advised Sam Camarota were
advising other horse-room operators.. The attorneyS
appeared quite confident that their advice was right, and
the witnesses adhered to that advice. The Samuel Camarota
case was appealed to the Circuit Court of Appeals and the
conviction was affirmed on April 9, 1940. A petition for
a writ of certiorari to the Supreme Court was denied in
October, 1940. The effect of these legal proceedings
on the grand jury investigation is obvious. In September,
1939} in the midst of the investigation} Sam Camarota
refused to answer questions - and it was over a year before
the case had gone through the courts so that it was
clearly established that he- should have answered the
questions. In the meantime,_ all the witnesses who were
taking advice fron: Camaro ta 's a ttorneys were guided by
their opinior., and the Government got no evidence from them.

Sam Camarota denied collecting the protection money
from any of the horse-rooms, Consideration was given to
the possibility of charging him with failure to report the
$160 a week received from Kanowitz and Fischer} but an I

examination of his income tax returns showed substantial
sums reported. Camarota's refusal to answer questions
or be interrogated by the agents made it impossible to
determine what the income was which he did report, so
this course of action was foreclosed.

At the same time that tho grand jury was investigating
the horse-rooms and the contempt proceedings just mentioned~

were in progress, the payment of graft by houses of pros- ~

titution was also being investigated, Following the FBI
raids upon these houses in August, 1937, many indictments
were filed under the Mann Act} and. a conspiracy indictment
was filed a8ainst Under-Sheriff Raymond R. Born and others,
During the tri21 of one of the cases against an opera tor
of a house, which took place early in 1938} George Whitlock
had testified that he collected protection money from all
the houses and gave the money to Born. The conspiracy
charge against Born could not be sustained as there was no
eVidence to connect him with any interstate transportation,­
so the case was never moved to trial. The failure of the
Government to move that oase caused the rumor to circulate
that things had been "fixed" for Born and that was why he
~as nO\,tried. It was pointed out that while a lot of
"madams and "little fellows" had been prosecuted, the
big Shot", Born, was still free. The racketeers assumed

that the same influence which had prevented the trial of
Born would keep them out of difficulties with the Federal
Government. It was therefore decided to endeavor to make
UBe of that evidence against Born on income tax charges.
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On August 9, seven of the madams were questioned by
the grand jury and five admitted paying graft for the
privilege of operating durinG the years 1935, .1936 and
1937. Generally speaking, the amounts paid were $50 a
week in the winter and $100 a week in the summer •. Most
of these madams had previously denied paying any protec­
tion money and their admissions before the grand jury
seemed at first to indicate that they would now tell
the truth. However, it soon became apparent that there
was another conspiracy i~ progress because they all
admitted certain facts and all denied certain others.
Not one madam admitted havinG any connection at all
with Born, and all denied having obtained permission
from anyone for the privilege of operating. They
all admitted paying the protection money, however, to
George Whitlock, who had been a jitney inspector in
Atlantic City and a member of Ray Born's political
club. Whitlock stated that he became the collector
in November, 1936, having taken over the job of
James McCullough.

Durinr, the course of the investigation in 1937,
Treasury Agents had questioned McCullough and he had
admitted that his employer, Harry Slott, had collected
the graft from houses of prostitution until he died in
March, 1935, and that thereafter he had collected the
envelopes. McCullough told the agents that he had turned
the envelopes over to some unknown person and denied giVing
them to Ray Born. The testimony of these madams was de­
signed to protect Born as far as possible. It was pUblicly
known that Whitlock had told that he had collected the
graft from November, 1936, until August, 1937. There was
no way that Born could counteract that testimony other
than by denial, so the madams were no doubt told they
could admit giVing the money to Whitlock during that
period. Since McCullough was "standing up" and was not
admitting he gave the money to Born, the madams were
all told to deny having given McCUllough any money. Two
of the madams, Marie Kenny and May "Kitty" Harris, had
made written statements to the FBI agents in 1937 in which '
they had stated that they paid money to McCullough and then-
to Whitlock, and they had made similar statements orally .
to the Treasury Agents. Before the grand jury they not
only denied paying graft to McCullough, but denied having
told the Treasury Agents and FBI agents that they had paid
the graft •.
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In spite of the fact that Born had succeeded in limit­
inG the evidence against him to one witness - Whitlock ­
the attorneys decided to nress for an indictment,' There
was a little evidence of income above that reported for
the year 1935, so an indictment was filed on August 9
charging Born with attemptinG to evade his income taxes
for the years 1935, 1936 and 1937. McCullough was called
before the grand jury with the expectation that he would
tell at least as much as he had told the agents, namely,
that he had collected tho envelopes from the houses of
prostitution and had turned them- over to an unnamed man.
It was expected that his answers with reference to turn­
ing the envelopes over to an unnamed man Vlould serve as a
basis for a contempt citation on the ground of evasiveness.
The Government hoped that the dignity of the grand jury
might even cause McCullough to tell the whole truth and
name Born. However, proof of the conspiracy to suborn
perjury in order to protect Born was even clearer now,
as McCullough not only refused to name Born, but went
back on the statement he had given the agents. He denied
ever having collected envelopes from houses of prostitution
or even telling the agents that he did so. McCullough
was cited for contempt on August 9 at the same time that
Kanowitz and Fischer were.

The hearing on McCullough's case did not come up
until October 11 since it took up until that time to
dispose of the citations against ~olinaraJ Joe Camarota,
Sam Camarata and Bernard Marion. The Government gave
serious consideration to withdrawing the McCullough
contempt petition in view of JUdge Fake's action in the
other cases. However, to withdraw would be interpreted
by the opposition as a sign of weakness at a time when
the Government had received several set-backs, so it was
decided to go ahead. There were important differences
between the McCullough case and the other cases. The
charge against Molinara and Joe Camarota was essentially
perjury and the Government's evidence was solely that of
confessed perjurers. Under those circumstances it may be
there was some basis for JUde"8 Fake's rE'lfuso.l to fj.nd them
guilty beyond a reasonable doubt. ·In the Bernard Marion
case the witness had returned to the grand jury room and
had endeavored to explain his previous answers, and alsoio explain the answers he had Given to the Treasury Agents

n the first instance. This Dresented a record which
Beemed clear enough to the Government attorneys, but
ppa~ently was not sufficient to convince Judge Fake.
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The McCullough case seemed much stronger. The idea
of receiving envelopes containinG money from people he
did not know and turning them ovor to another man he did
not know seemed so preposterous that the court might very
easily decide that the answers were evasive and in contempt
of court. Further than that, there was evidence of two
specific charges of perjury. McCullough had denied making
the statement to the three Treasury agents. It seemed that
the testimony of three responsible agents against that of
McCullough would be sufficient to justify a decision in
favor of the Government. The case was even stronger than
that because r/icCullou::~h denied before the grand jury having
made statements to Assistant United States Attorney Smith.
After hearing all the Government witnesses, McCullough
moved to dismiss the petition without putting in any defense •.
Judge Fake reserved decision and held the matter until
June, 1940, when he finally entered an order dismissing
the petition.

When the Government failed to make headway by use
of contempt citations, it was compelled to resort to the
long procedure of indictment and trial. In September and
October, indictments for perjury were filed against
May "Kitty" Harris, Marie Kenny and John R. Hill. A
novel legal problem was presented in connection with these
cases. The real perjury which they committed was their
denial of payments of protection money. However, the
Government could not prove that they did pay the money
so no charge of perjury could be predicated upon those
answers, even though believed to be false. In looking
around for some legal method to force these witnesses
to tell the truth, it was noticed that certain of the
elements of perjury were present in connection with the
answers wherein the witnesses denied having made state­
ments to the Government agents. The ordinary elements
of perjury are (1) testimony under oath, (2) testimony
to a material matter; (3) in a proceeding where an oath
is authorized by law, (4) false answers, -(5) known by
the witness to be false, and (6) capable of being proven
false by at least two wJ.tnesses. The situation presented
by the denial of statements made to a8ents included all
those elements, provided the answers could be considered
material. Examination of the cases on perjury satisfied
the attorneys that the answers were material on the
question of credibility.
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The Government had tried every means at its disposal
to obtain the truth before the grand jury without resort­
ing to further indictments. A great deal of perjury had
been encountered during the numbers trials of Austin C~ark
and Benjamin Rubenstein. The system worked to the advantage
of the persons under investigation so that the long drawn
out proceedings from July to October were practically
fruitless, Although the grand jury met at Newark, the
witnesses had to come from Atlantic City, a distance of
125 miles by automobile and 140 miles by train. The grand
jury sat only one or two days a week and on those days it
was necessary for the Government staff and the witnesses
to travel the snme distance. Since the proceedings were
being held durinG the summer time} Judse Fake was not
always available to conduct contempt hearings. Something
had to be done about the constant perjury of the investi­
gation would immediately collapse. It was with this thought
in mind that these various perjury indictments were filed,
even though they were all considered weak. The attorneys
anticipated that Judge Fake would probably dismiss the
McCullough petition, so they prepared a perjury indictment
against him even before the hearinGs were commenced.
However, they did not want to file the indictment while
the judge had the contempt petition under consideration,
so it was not finally filed until January, 1941.

At each session of the grand jury, witnesses were
called from various rackets. Starting in July, 1939,
numbers barons who had pleaded guilty or had been con­
victed on income tax charges were called before the grand
jury. Austin Clark, Benjamin Rubenstein, Anthony L. Macrie,
Leonard Abrams and Ralph WeI off were all called before the
grand jury. Three of these witnesses also operated horse
rooms. Everyone of thom denied paying any protection.
The attorneys concentrated particularly on Weloff since
he was reputed to be the collector of the protection money
from the numbers men for Johnson, a position similar to
that held by Sam Camarota in connection with the horse
rooms. He denied either paying protection or collecting
protection money. The questioning of these numbers men
was concerned not only with protection payments, but with
whether they did not in fact operate as a syndicate rather
than independent number s "banks ll • They all denied that
there was any numbers syndicate and claimed that their­
Various numbers banks operated entirely independently of
one another. This perjury by these numbers men, denying
the eXistence of the syndicate, seemed quite unimportant
e.t the time} but it ultimately "broke ll the investigation
and resulted in Johnson's conviction.

You are Viewing an Archived Copy from the New Jersey State Library



... 68 -

The perjury encountered amon~ the racket men and
women extended to what were believed to be "legitimate"
contractors. It is safe to say that :_80% to 90% of all
the witnesses called before the Newark grand jury com­
mitted wanton perjury. No effort was made to make per­
jury cases in each instance where perjury was cormnitted
as the proceedings would have become interminable.
Theodore Tobish, a Trenton contractor, who diG road
obnstruction work in Atlantic County, testified that a
certain item of $7,500j charged on the books as a pay­
ment to Morrell Tomlin, was actually retained by him.
When first questioned by the agents about this item he
said that he had actually made the payment to Tomlin,
Morrell Tomlin, who was convicted in July, 1939, testi­
fied that he did not receive the money from Tobish, but
that Tobish had asked him to put the item on his books
and that he had refused. It is quite likely that this
$7,500 went to Johnson.

The agents had heard many rumors that sub-contractors
on the railroad station job had been forced to "kick back"
either to Anthony p. Miller or to Johnson. Jean Peterson,
a grandmother about 65 years old, was the nominal head of
a small construction company. Her husband, James Peterson,
was the bUilding inspector of Atlantic City. When viola­
tions of the building code were charged by Peterson, the
owners of the property frequently found it advantageous
to us e hi s wife's cons truc tion company for the repair s.
Peterson Company did all the brick work on the railroad
station, and its books showed receipt3 from the Miller
Corporation of $65,000. However, the Miller Corporation's
books showed paYments of $70,000. The entire $65,000 had
been paid to Peterson by means of credits with the bank,
but the $5,000 was a check which Mrs. Peterson cashed.
Mrs. Peterson told an incredible story as to the dispo­
sition of the cash and she would have been cited for
contempt if the other proceedings had been successful.

The Newark grand jury investigation was begun with
the hope that evidence of income tax violations would be
obtained against Johnson or some of the collectors of the
graft who might ultimately talk against Johnson. However~

only one income tax indictment was procured, against
Raymond R. Born. Instead of evidence of income tax eva­
Sion, the grand jury's investigation produced seven
citations for contempt of court and fi ve indictments
for perjury.
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Court Proceedings from September, 1939,
to February, 1940 .

When Joseph W. Burns was appointed as Special Prose­
cutor to try the pending cases in May, 1939, the Govern­
ment believed that successful prosecution of the first
few cases would break the resistance encountered by the
agents and end the investigation. After a few weeks of
trials it became ap~arent th8t the investigation would
take at least several months, and ~ary Helen Geyer of
the Tax Division was assiGned as a stenographer. Special
Agents Frank and Hill continued their investigation in
conjunction with that of the grand jury. The tremendous
amount of work required the assignment of an addi tional
agent. Special Agent Paul F, Snyder, who had been engaged
on the investigation as a revenue agent and who had recently
been transferred to the Intelligence Unit, was recalled on
August 19, 1939.

On August 3 plans for the investigation were discussed
at WashinGton with Acting Chief Woolf of the Intelligence
Unit, Mr. George Ruswell and with kttorney General Murphy
and Assistant Attorney General Clark. At that time it was
decided to continue the grand jury investigation until
September and if no further evidence were procured against
Johnson individually, he should be tried on the conspiracy
indictment with Miller and Corio.

While the results of the grand jury investigation
were very discouraging, other matters caused the picture
to change materially by September. In June, United States
Attorney Quinn had obtained the assignment of Judge
Philip Forman to try the conspiracy case against Johnson,
The motion for a bill of particulars was heard in June
and then adjourned until September. In September Judge
}I'orman set November 20 as the date for trial, s ta ting
that he had to dispose of a-civil calendar before he
could begin the trial of any criminal cases. He dirl,
however, continue to conduct hearings on the motion for
a bill of particulars during September and October.

In view of the fact that Johnson could not be tried
until November, a conference was held in Washington to
determine the future course of the investigation. This
was attended by Chief of the Intelligence Unit Elmer Irey,
Chief Counsel Philip Wenc1101, Attorney I. v:!. Carpenter,
SpeCial Agent Frank, Assistant Attorney General Clark,
ASsistant United States Attorney Smith, and Special
ASsistant United States Attorney Burns. The results of
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the trials and grand jury investigation were discussed
and the possibility of tracing the graft and protection
money to Johnson. The question for decision was whether
to stop further investigating and merely try the Johnson
conspiracy indictment, or to keep on with the investigation
in an effort to achieve its principal object. The diffi­
culties in obtaining the necessary evidence were considered.
It was realized that the. main reason for the obstinacy of
the witnesses was the fact that they did not wish to give
up their li velihood. The numbers men, horse-room men and
other gamblers had been making an easy living for years,
with protection guaranteed and practically no risk. If
out of town racketeers attempted to open up, Nucky Johnson
ordered the police to drive them out. If the Government
succeeded in putting Johnson in jail and an honest city
government resulted, all these gamblers and racketeers
would be out of business. Many respectable citizens of
Atlantic City had com~ent8d favorably upon the Government's
prosecution of the racketeers, and expressed the hope that
the investigation would result in an honest government for
Atlantic City. At the conference it was decided to continue
with the investigation.

When the Treasury agents began the investigation early
in lS37, they used a conference room belonging to the in­
ternal revenue office. During the trials in June, 1939,
a staff of four special agents, two revenue agents) two
attorneys and two stenographers was crowded into that
office. These working conditions were impossible, and
in September arrangements were made with the Postmaster
to partition off part of another agency's office for the
use of Mr. Burns and his staff.

Efforts were made to try the remaininG numbers men
and some of the perjury indictments before November 20
in the hope of procuring additional evidence against

Johnson. It was difficult to get a judge to take the
Cases since there had been a vacant judgeship for about
18 months which required the three judges in the District
to do the work of four, This resulted in all their cal­
endars falling far behind. Judge Fake WDS requested to
ask the assignment of a judc,e from outside the District,
either to try the Atlantic City cases or to relieve Judge
AVis so that he could try them. No action was taken on
this request. Judge Avis, however, agreed to set aside
two or three weeks for Atlantic City cases starting
October 16, regardless of whether or not an additional
jUdge came into the District. He also a~reed to have
~ p:eliminary trial calendar on October 6 in order to

eClde what cases would be ready for trial on October 16.
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At the call of the calendar new difficulties arose •..
The Government wished to try certain of the numbers cases,.
the case against Ray Born, and the perjury cases against·
Frank Molinara and Joe Camarata, before any of the others,
as it was believed that convictions in those cases mieht
help the main investigation. Unfortunately, the attorney
for all of the defendants whom we wished to try had been
directed by the judge of the State court to commence a
Ions trial on October 16. That trial actually lasted
until late in December and disrupted the entire calendar
of Atlantic City cases. 'The attorney for Anthony P. Miller
was also engaged in that trial so the trial of the Johnson
conspiracy case was put off indefinitely.. Hearings on
the motion for a bill of particulars in that case were
concluded in the middle of October.

The income tax case of John B. Tomlin, a contractor,
and the perjury cases against Hill, Kenny and Harris were
prepared for trial. On October 31, 1939, John B. Tomlin
pleaded GUilty and the Government began the perjury trial
against John R. HilL On November 2 Judge Avi s directed
a verdict of not guilty on the ground that the indictment
did not charge the offense of perjury. At the time this
indictment was filed, Attorney Burns had studied the pro­
pos i tion and concluded the t the only element of the offense
of perjury as to which there miGht be some question was
the element of materiality. Judge Avis specifically held
that the false answers were material, but concluded that
perjury could not be predicated on a false denial of having
made prior statements. Judc;e Avis erred (as the Supreme
Court later held) due to his misinterpretation of certain
cases which dealt with the question of evidence and not
with the elements of the offense. However, there waS
nothing the Government could do about this error since
the defendant, Hill, had already been placed in jeopardy.

'It had been hoped that a conviction of Hill would
cause him to testify about the arrangements which were
made in 1935 when the agency for wire information service
was taken away from him and given to Sam Camarota. This
decision made it impossible to try the perjury cases
against May Harris and Marie Kenny. It had been hoped
that if they were convicted of perjury prior to the trial
of Ray Born, they would testify against Born. Their
testimony might also have forced McCullou3h to testify
against Born. This decision, therefore, was a serious
blow to the Govcrrunent's efforts to stamp out perjury
and arrive at the truth.
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All practical advantage which had been expected from
these perjury indictments was lost but the Government felt
that the question of law involved was an important one and
Judge Avis had announced a dangerous principle by holding
that witnesses could deny under oath having made prior
statements without being punished therefor. In order to
obtain a ruling on this question" it was suggested to the'
attorneys for Harris and Kenny that they file motions to
quash the indictments. They did so" and after the motions
were granted the Government took a direct appeal to the
Supreme Court. In Docember, 1940" the Supreme Court
reversed the orders of Judge Avis and held that the
indictments properly charged the offense of perjury.

Due to the unusual si tuation that the one attorney
who represented most of the defendants was engaged in a
long trial, the disposition of the Atlantic City cases
was delayed until January, 1940. Early in November plans
were discussed for continuing the investigation along other
lines until the "Y)em1in~ lndi ctments coulc. be tried. The
Treasury agents had be~n unable to make any income tax
cases against the horse-room operators since they kept
no books or records and it was impossible to determine
their income. In the case of the numbers operators, the
agents had been able to make a computation of income
because the writers were all permanently located and could
be subpoenaed and questioned. There was no way, however)
to contact the thousands of people who frequented the horse
race betting rooms so the situation was a hopeless one~

The case against Kanowitz and Fischer was based solely
upon their failure to file returns. They made the mistake
of keeping bank accounts which established a comparatively
large gross income. Practically none of the other horse
room operators had any bade accounts. The agents studied
the possibility of makin~ cases against them for failing
to j':eep proper records. They also considered the use of
other criminal statutes. It was known that some of the
horse-room operators leased their rooms under fictitious
names and received mail under those names. A study was
made of the possible use of Title 18, United States Criminal
Code, Section 339, which seemed to make it an offense for
anyone who carried on an unlawful business to receive mail
in a fictitious name. This latter question was s'nbmitted
to the Criminal Division of the Department of Justice and
an opinion was rendered that the statute was not apDlicable
to those cases. '
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From November 11 until the end of December, Mr. Burns
was engaged almost exclusively in the preparation of briefs
on the appeals of Austin Clark and Benjamin Rubenstein,
Many difficulties had been encountered in the presentation
of the evidence in those cases and it was felt that there
was grave danger that the Circuit Court of Appeals might
find the evidence was too speculative to warrant a jury1s
concluding that there had been unreported income and a
tax due, From the time the indictments had been filed
in those cases they had been considered by both the
Treasury Department and the Department of Justice as
unusual and wi thout precedent.. The Goverr.rnent had en­
deavored to capitalize on the convictions and the sub­
stantial jail sentences imposed by bringing Clark and
Rubenstein before the grand jury, but to no avail. It
therefore became very impor tant to win the cases on appeal.
Both cases were argued together in the Circuit Court on
December 19. At that time Rubenstein had not yet filed
his brief. it was served and filed unon the Government
a few days after the argument and the- Government's brief
in the Rubenstein case was not served until January 2, 1940.
The next day, January 3, the Circuit Court of Appeals af­
firmed both convictions in ~ curiam opinions,

The Government immediately attempted to take advantage
of this victory to promptly dispose of the cases of the
other numbers men, either by trial or plea, Jud0 e Avis
again agreed to try Atlantic City cases beGinning January 8 • .
He agreed to sit as long as necessary to clean up the entire ';
calendar, Of the 13 numbers backers who had been indicted
in March, 1939, two had been convicted and five had pleaded
guilty. The six remaining to be tried were Joseph rrZendel rr
Friedman, Martin Michael, alias IrJack Sou thern rr J James F •.
Towhey, Leroy B•. Williams, William Wolfson and Benjamin
Ravnisky, alias HBenny RayH. Also listed for trial were
the income tax case against Raymond R.Born and the perjury
cases against Joe CCimarota and Frark Molinara •. The Gov-'
ernment did not :intend to try the per jury cases agains t
Marie Kenny and May Harris as the decision of Judge Avis
in the John R. Hill case was a precedent for the dismissal
of those indictments. The preparation of the numbers
cases for trial was an arduous task, The Austin Clark
case had taken nearly three weeks and his numbers "bank"
was comparatively small, about 60 writers, The. Towhey
bank had 150 writers and the bank operated by Williams
and Friedman had approximately 300. It was necessary
to interview all those witnesses and have them subpoenaed
for the trials •. Thi s entailed working day and night wi th-'
out let-up.
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On January 8 the case against Towhey was marked ready
and he entered a plea of guilty. .He wanted to enter his
plea in chambers in order that the newspapers would not
know about it as he did not want to hurt his partner,
Jack Southern. Southern was reputed to be one of the
collectors of the numbers graft for Nucky Johnson, so
the Government objected to this procedure and required
Towhey to enter his plea in open court. Towhey was
later sentenced to nine months in jail, $1,000 fine and
five years' probation. The Government realized that
he was perfectly willing to serve that sentence and had
no intention of testifying. He could have been a very
important Government witness if he would have cooperated.
He had stated that he operated his numbers bank inde­
pendently of other numbers banks and without any partner
during 1935 and 1936, but that he took Jack Southern
in as a partner at the beginning of 1937. The Government
had evidence which indicated that Southern had been his
partner during 1935 and 1936 but he had not reported
any income from numbers on his income tax returns. If
Towhey had told the truth about their partnership,
Southern could have been indicted for evading his 1935
and 1936 income taxes and would have had to plead guilty.
As it was Southern was indicted only for evading his 1937
income taxes and the case was very weak. The Treasury
agents had begun their investigation of the numbers
racket early in 1938 so the numbers backers were aware
of their danger when they filed their 1937 income tax
returns. Accordingly, they all reported very substantial
sums of income quite at variance with the amounts reported
in previous years.

The attorney for Born, Camarota, Molinara and some
of the other numbers backers had concluded the twelve-week
trial which had delayed the investigation, so the Ray Born
trial was begun on January 9. This was the most difficult
trial of the investigation up to that date. At the time
the indictment was filed in August, 1939, the Government
had hoped to be able to get two of the madams, Harris and
Kenny, and one of the collectors, McCullough, to tell the
truth about the graft. Judge Fake's action in holding
up the decision in the McCullough contempt case and
JUdge Avis l decision that the indictment against Hill
(and necessarily those against Harris and Kenny) did not
charge an offense, deprived the Govern~ent of the expected
testimony.
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The -failure of the Government in the Harris 1 Kenny
and McCullough proceedings was felt at the trial of Born.
Six operators of houses of prostitution were called as
witnesses and all except one recanted on their prior
testimony before the grand jury. The Government was
forced to claim surprise and cross-examine almost all
of its own witnesses~ One of the madams, Agnes Stein,
denied having given any money to George Whitloek and
denied having told the grand jury that she gave it to
Whitlock. After the Born trial was over 1 she was cited
for contempt 1 found guilty by JUdge Avis 1 and sentenced
to sixty days in jail. The Born case depended entirely
on one witness 1 VVhitlock, who testified he collected
the protection money from November 1 1936 1 until August, 1937.
The case went to the jury on a taxable income of $400 in
1935 above exemptions and credits, and approximately $1,000
in 1936. The Government had failed entirely to connect
Born with any protection money during 1935 and most of
1936. The one madam who did not recant her testimony
stated that she delivered to Whitlock $50 a week in the
winter months and $100 a week in the summer months.
Whitlock had testified that the envelopes were always
sealed and that on only one occasion did he find out
that there was money in them. The case was so weak that
the judge could not have been criticized if he had directed
a verdict of not guilty; yet the jury convicted Born on all
three counts in a little over two hours.

This conviction 1 coming so soon after the affirmance
of the convictions of Clark and Rubenstein, revitalized
the investigation. The delay of over two months in getting
the cases to trial had led many of the racketeers to believe
that the investigation had died down. Consequently, the
conviction of Born was a shock to the gambling fraternity,
especially since he had been represented by a very expe­
rienced and able attorney. This was the first case that
had been tried during the investigation in which protection
money had been mentioned 1 and it was brought right home to
the former Under-Sheriff who was known to be very close
to Nuck. This conviction served as notice to others sim­
ilarly situated that the Government was not limiting its
prosecutions to the so-called "small fryll, but was reach'"
ing for the "higher-ups". It had been rumored that Born
would not protect Johnson if he received a long jail sen­
tence. On the day he was to be sentenced, his attorneys
Were prepared with a notice of appeal. Since the case
had inVolved houses of prostitution

1
and JUdge Avis had

given stiff sentences to operators who had been tried on

You are Viewing an Archived Copy from the New Jersey State Library



- 76 -

Mann Act charges two years before" everyone expected Born
to receive about five years. Therefore, it was a great
disappointment when Judge Avis sentenced him to a year and
a day. Born and his attorneys were so surprised and pleased
that they did not file-the notice of appeal" and he imme­
diately began to serve his sentence. This ended any possi­
bility of tracing about $25,000 a year in graft from the
houses of prostitution to Johnson.

The Government prepared to push ahead and try the
Joe Camarota perjury case on January 15. Again a delay
was encountered when his attorney obtained a week's ad­
journment on the ground that a principal witness was ill.
In order not to lose any time" the case against Leroy B. Williams.,
a numbers backer, was commenced on January 16. Government
attorneys had hoped to avoid trying the Williams case since
it would be necessary to call about 300 witnesses, It ap-
peared" however, that he had no intention of pleading guilty
a t any time" in spite of the affirmances of the convictions
in other cases, and the pleas of guilty by other backers.

Since it would have taken about six weeks to present
the testimony of these three hundred witnesses, a stipula­
tion was entered into with the defendant's attorneys ac­
cepting the computations that the revenue agents had made
from the affidavits of those witnesses. Williams, a colored
man, was represented by three attorneys, one of whom,
Is~ac Nutter, was also colored. None of the three attorneys
had had much experience in Federal court and they were to­
tally unfamiliar with the intriqacies of income tax cases.
This reacted against the Government. Even before the trial
was concluded, Government attorneys sensed the very real
possibility that the jury might lean toward the defendant
simply because he was not being capably defended. The
jUdge also tried to help the defendant in an effort to
make up for his lack of proper representation.

Nutter's summation was the most unusual that had
been heard in the District Court. All the charms and
Voodoos for which negroes are noted were brought into
Play. Nutter carried a rabbit's foot in his pocket
throughout the trial and put his hand in his pocket to
old it several times during the summation. Once when
e brought his fist down upon the jury rail to emphasize
Point, his cuff links flew off and everyone thought he
d dropped a pair of dice~ After the case was over he
1tted that when Attorney Smith had started his sum-

tion, he walked behind Smith and dropped salt to Ifhex"
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him. During his own summation, Nutter avoided com­
pletely discussing the evidence of the case, but made
an evangelistic appeal like a preacher at a revival
meeting. It worked like a charm, for after deliberat­
ing nine hours the jury found the defendant not guilty,
which was the first acquittal against the Government
during the investigation. There was great jubilation
in the negro section of Atlantic City that night.

The loss of this case, surprisingly enough, did
not hurt the investigation at all as it was considered
a "fluke" by the other numbers backers, and two of them}
Ravinsky and Wolfson, pleaded guilty after the acquittal
of Williams. In a quite unexpected way, the loss of this
case became a benefit to the Government as the colored
attorney, Isaac Nutter, did not receive the fee he had
expected and turned against Williams and the other num­
bers backers. From that time on, Nutter became the most
important factor in producing evidence to break up the
numbers syndicate and to compel them to testify to the
payment of protection money. He continued to give the
Government information and to use his influence with wit­
nesses to compel them to tell the truth right up until
the time that Johnson was tried and convicted.

The perjury trial against Joe Camarota began on
January 24. This case was considered even more diffi­
cult than the Ray Born case since the Government was
depending upon the testimony of two confessed perjurers
to convict the defendant of perjury. The jury could
not have been blamed if they called it a "toss-uptl,
and it was expecting a good deal even to wish for a
conviction. The indictment had been filed in order to
offset the detrimental effect of the acquittal by
JUdge Fake on a charge of contempt based on the very.
same evidence being presented to the jury. The filing
of that indictment had not stopped others from commit­
ting perjury, so the Government was le~t with an ex­
periment on its hands.

The agents had endeavored to obtain evidence to
corroborate Kanowitz and Fischer and had found three
witnesses. One was Nicholas Scarducio, himself a
racketeer, but willing to help the Government because
he had not been able to get into the horse-room racket
himself. It was with reluctance that the Government
Used him, but his testimony was helpful and had been
checked through independent sources and found to be

You are Viewing an Archived Copy from the New Jersey State Library



- 78 -

true. His criminal record looked bad in the FBI report,
but not nearly so bad as defense counsel made it look.
One of the charges against him was rape and he had tried
to minimize the offense by claiming it was not really
rape. In summation, defense counsel cleverly referred
to Scarducio by saying, "Mr., whatfs his name, er ,
Seducio".

The second witness was William Sheppard, a colored
man who had formerly been Johnsonfs chauffeur. The
third was Harry Cunio, who operated the cigar counter
which served as a ltfront ll for the Kanowitz and Fischer
horse-room. The defense lost rio time in "reachingll
Cunio and he changed his story on the witness stand;
however, the jury found Camarota guilty after deliberating
about an hour. This case was tried by Attorney Burns
as Assistant United States Attorney Smith was no longer
able to give any time to the investigation. His presence,
however, was no longer needed as Attorney Burns had become
well acquainted with the jUdge and court attaches and was
no longer considered an lI outsider". This conviction more
than offset any possible ill effect that the acquittal of
Leroy Williams might have had on the investigation.

The Government wished to press on immediately with
the trial of the companion case against Frank Molinara.
The defense attorney was quite chagrined by the loss of
the Camarota case and used a ruse to obtain a week's
adjournment before trying Molinara. He spent that week
in Atlantic City and dug up enough witnesses to throw
the balance in his favor, with the result that Molinara
was acquitted. Camarota was sentenced to 15 months in
the penitentiary. Although the sentences of Born and
Camarota were too light to force them to tell the truth
about the protection money, the Government was fortunate
in getting convictions at all.

The disposition of the cases just mentioned left
only four on the calendar: Joseph ltZeldel" Friedman
and Martin Michael, alias Jack Southern, numbers cases,
the Joseph A. Corio individual indictment, and the
Miller-Corio-Johnson conspiracy indictment. The case
against Michael was marked off the calendar since it
was considered too weak to try. Since Friedman was
Leroy Williams f partner the Government did not wish
to try that so soon after Williams f acquittal.. No
further effort was made to try the Johnson conspiracy
case.
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1940 Grand Jury Investigation at Camden

On January 15, 1940, the Government began a new
John Doe investigation before the grand jury at Camden.
This was actually a continuation of the investigation
which had been carried on by the Newark grand jury in
1939. When the Camden investigation began the Govern­
ment was not certain just what could be accomplished
there, but intended to call as witnesses .any defendants
who were convicted or pleaded guilty during January.
The investigation thus begun with uncertainty of purpose
turned out to be very fruitful.

Lawyer Isaac Nutter informed the agents and Mr. Burns
in January that the numbers men did in fact operate as a
syndicate. He said that from 1935 right up until 1940
the ~nks had all worked together at one headquarters and
divided the profits equally among eight banks. At the
outset of the investigation the agents had been informed
that the numbers game was oper~ted by a syndicate but
they had not been able to prove it. They had interviewed
about 14 numbers backers and about 80 pick-up men and
everyone denied that there was a syndicate or combination
of any kind, and they all claimed they worked for eight
individual banks. Consequently, the agents set up indi­
vidual income tax cases instead of one case against the
syndicate.

Nutter stated that when the indictments were filed
against the 13 numbers backers, he fought with thern to
admit that they operated as a syndicate. He said he ad­
vised them that if they continued to lie about it, the
Government would find out sooner or later and they would
have a second indictment against them. His advice was
to admit the truth and be prosecuted only once. By
their failure to take Nutter's advice they made themselves
subject to ole prosecution after another, as they com­
mitted perju y every time they testified about the
numbers gam~. V~en Nutter argued a motion for a di­
rected verdict at the conclusion of the Government's
case against Leroy Williams, he contended that the theory
of the Government's case was entirely wrong since it
charged Williams with sharing in the profits of two
numbers banks, whereas in fact the profits of those
banks were pooled with six others and Williams' share
was determined by the profits of eight banks and not
two. He had tried to get ~illiams to admit this but
Williams refused. After the Williams trial, Nutter
cooperated actively with the Government.
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At the Austin Clark trial Walter Greenidge testified
that he was the manager of Clark's bank during the years
1935, 1936 and 1937 and had turned over the receipts from
the numbers game to Clark daily. Nutter induced Greenidge
to tell the truth. Herndon Daniels had pleaded guilty in
October, 1939, and was sentenced to a year and a day. He
was brought from Lewisburg on a writ of habeas corpus and
told the whole story of the syndicate to the grand jury.
Nutter advised the Government that Daniels would be a
willing witness and would tell the truth. The Government
then learned for the first time how the syndicate oper-
ated and Why its existence had been concealed. Herndon Daniels
was the first numbers backer to cooperate with the Govern­
ment, and his testimony became the spearhead of the Gov­
ernment's attack. Greenidge, in acting as Clark's manager,
had the status of a backer} so that in effect the Govern­
ment had two numbers backers on its side.

The numbers syndicate was formed on JUly 2, 1935.
There had been six numbers banks operating in the day­
time and one during the night-time until the spring of
that year. One bank had four partners, Ralph We1off,
Max We10ff, Dave Abrams and James Towhey. This bank
split up and Towhey took Jack Southern in as his partner.
A general competition then reSUlted, which culminated in
all the numbers bankers meeting in Fitzgerald's Hall in
Atlantic Cit~. There it was decided to pool all the
business of the eight banks and divide the profits
equally, regardless 0' the size of the bank. Headquarters
were set up in the L ut1e Belmont Hotel, which was owned
by Herndon Daniels. They decided to have four men run
the business. Benny Rubenstein acted as general manager,
Benny Ray as cashier, Jim Towhey as bookkeeper, and
Leroy Williams assisted Towhey.

The seven banks which operated in the daytime each
retained its former headquarters, but they were merely
"drops". The pick-up men for each bank continued to
collect the slips and money from their own writers
or "stops" and brought them to the headquarters of
their individual banks. Then a representative of
each bank took all the slips and money of that bank
to the general headquarters at the Little Belmont.
With as many as 50,000 numbers slips being brought into
the headquarters each day, an elaborate system was set
up to handle them. The representatives of each bank
put their slips in a tray marked with a letter to des­
ignate their bank. A group of clerks worked at a table
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upon which were twelve adding machines. Rubenstein
handed out the slips to the adding machine operators
and, after the slips were tabulated? tapes were made
for the pick-up men and finally a master tape was made
by Towhey showing the daily collection of each bank.
Towhey kept a sheet upon which he recorded for each
day the collection, the amount of hits, and'whether
that bank won or lost. He also recorded on that sheet
the daily expenses.

Benny Ray handled all the money for the syndicate.
Each bank had a clerk designated to handle the money for
it, and his duty was to collect the money from the various
pick-up men belonging to this bank and turn it over to Ray.
Ray then gave to each bank enough money to take care of
its hits for the day. When the syndicate was formed} each
of the banks put up $1,500 toward the bankroll, making
$12,000 in all. All of the bankers went around to the
headquarters on Saturday afternoons to find out whether
or not there had been profits. The expression used by
Towhey was that they had so much "pie" to cut. When
this expression was brought out at the trial it seemed
to be an apt term for racketeers to use in discussing
the division of profits. The syndicate had been formed
in order to end a price "war" among the numbers banks
and stop "cut throat" competition which was causing all
banks to lose money. With the formation of the syndicate
an era of peace and "pie ll began: as long as there were
pieces of "pie" there was peace and as long as there was
peace there were pieces of "pie". They always divided
even amounts so if the profits were $4,400, they would
split $4,000, giVing each bank $500, and retaining the
other $400 in the treasury. In this manner they gradU­
ally increased the bankroll to $32,000.

Daniels explained why they had concealed the ex­
istence of the syndicate from the Government. Before
the syndicate was formed? some of the numbers backers
had filed income tax returns and others had not. They
continued their former practice during the first year
the syndicate was in existence, then Daniels was advised
by the accountant who prepared his income tax returns
that he was not reporting his income properly since he
Was a member of a syndicate. Daniels took the matter
up with other members of the syndicate and suggested
~hey file a partnership return for the syndicate nam~
~ng all the partners. Since some of the men had not
filed returns and did not want to file any, they ob­
jected to this plan and the matter was dropped. The
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next year when it came time to file income tax returns,
Daniels' accountant again brought up the question and
it was again discussed by the members of the syndicate.
By this time some of them were afraid to file a syndicate
return because it would disclose their past violations
of the income tax law.. Daniels insisted that they were
wrong and stated that if he were ever asked about the
syndicate, he was going to tell as he saw no reason
why he should g~t into trouble for them.

When the agents began their investigation of the
numbers racket early in 1938, the first backer questioned
was Benjamin Rubenstein. At first he claimed that he
was only a pick-up man, but he got into difficulty in
trying to explain how he arrived at the income reported
on his return and finally was forced to admit that he
was a numbers backer and had a partner, John F. Malia.
This spelled Malia's doom as he had not filed any return
at all. RUbenstein told the agents that there was no
syndicate and that all the banks operated independently.~.

After Rubenstein left the Post Office BUilding, he went
to the numbers headquarters and told the other backers
what had happened. Accordingly, as each of them was
called to the Post Office he adhered to RUbenstein's
story and all denied the existence of the syndicateo
This word was passed on to all the clerks and pick-Up
men so that, in effect, there was a gigantic conspiracy
of about 100 persons, numbers backers, clerks, pick-Up
men and others to commlt perjury, make false statements
and representations to the Treasury agents, and to ob­
struct the course of the investigation •.

The manner in which the organization worked offered
another difficUlty in the way of the agents' determining
that there really was a syndicate •. Before they formed
the syndicate; each of the numbers banks had its own
headquarters •. After the syndicate was formed it main-'
tained that headquarters and had its own pick-Up men
bring the slips and money there just as they always
had •. The backers did not let it become immediately
known that they had pooled their business as they mis-­
trusted each other and wanted to be in a position where
each could control his own business if anything happened.·
Accordingly a great many of the workers really believed
they worked for an individual bank instead of the syndicate.

The disclosure of the syndicate by Daniels and
,Greenidge opened wide avenues of approach for the Gov­
ernment. It was at first thought that the other backers
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would give up after they learned of Daniels' disc1osures~

He stated to them quite frankly that he had told the
whole story to the grand jury. Both Daniels and Nutter
had told the Government that the $1,200 a week protection
money was paid out for the syndicate by Ray and Rubenstein
to Weloff, and then to Southern. At the time of these
disclosures, in February, 1940, Ray was in jail servi~g

a nine-month sentence, and Rubenstein had filed a petition
for a writ of certiorari to the Supreme Court. Word had
reached the agents from time to time that Rubenstein
would "talk ll rather. than serve the sentence. It seemed
an opportune time to call Rubenstein before the grand
jury as there appeared to be little chance that his
petition would be granted.

RUbenstein, Ray, Towhey and Wolfson were all called
before the grand jury but refused to answer any questions
on the ground that the anSWQrs would tend to incriminate
them. They were all cited for contempt and hearings were
held by JUdge Avis.. The witnesses claimed that the an­
swers to the questions might tend to show a violation of
the conspiracy or perjury statutes. There was no doubt
that they were right legally. This was a practical sit­
uation where the Government was interested in the truth.
Telling the truth at this stage necessarily involved
the admission of prior lies. Efforts were made to con­
vince them that they should tell the truth about the
syndicate and the protection money, but to no avail.
JUdge Avis decided in favor of RUbenstein that he did
not have to answer the questions, so the Government
withdrew the other three petitions.

The Government staff studied the situation to
determine the best way to take advantage of this new
evidence. The evidence disclosed so many violations
of the law by so many persons that a hundred individual
indictments might have been filed. The problem was to
select and prosecute those which would most materially
assist the Government in securing the truth about the
protection money. It was established that RUbenstein
and Ray paid out the $1,200 a week. Both were serving
jail sentences and both were refusing to cooperate.
With the new evidence they could have been indicted for
perjury before the grand jury, making false statements
and representations to Treasury agents, conspiring to
~ommit perjury, to obstruct the due administration of
Justice, and defraud the United States of income taxes.
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There seemed to be no quick way of getting the desired
results. If Ray and Rubenstein were indicted, they
might stand trial, which meant that it would be several
months before the cases would be reached. Even if they
were convicted there was nothing to indicate that they
would not remain adamant. If the effect of double
punisr~ent proved too much for them and they finally
told the truth, they would testify they gave the pro­
tection money to Ralph Weloff and Jack Southern. That
would mean new indictments against Weloff and Southern
in an effort to get them to tell the truth~ Jack Southern
was already under indictment for evading his 1937 income
taxes, but the case was so weak the Government hesitated
to try it.

The plan of the investigation had been to secure
through the prosecution of persons who paid graft to
the collectors, evidence against the collectors. The
next step was to trace the graft payments through the
collectors to the ultimate recipient, who, the Govern­
ment had been informed, was Johnson. Up to that time
three collectors had been convicted, Ray Born, Joe Camarota
and Sam Camarota. Born and Joe Camarota had gone to jail
without talking, and Sam Camarota had appealed his sen­
tence. Assuming the Government could obtain enough evi­
dence to get convictions against Weloff and Southern, it
was realized that they might appeal their convictions
and then many more months would pass before any more
results could possibly be obtained~

In view of this situation, the question was raised
whether any more time should be expended in an effort
to indict Johnson individually or whether the Government
should proceed at once with the trial of Johnson on the
conspiracy charge. During the hearings on the motion
for a bill of particulars, Judge Forman appeared to be
unsympathetic towards the Government's case. He ordered
the Government to disclose practically its entire case
in a bill of particulars and indicated that the Govern­
ment's unwillingness to do so must be because it did not
have much of a case. That case was no weaker in
February, 1940, than it had been when the indictment was
filed in May, 1939, but the fact remained that it was
based entirely on the testimony of one man - Corio.
Nor was it any weaker than the Ray Born and Joe Camarota
cases, in both of which convictions had been obtained.
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Certain psychological factors were present in the
situation. The Government staff was reluctant to try
such a person on quite a minor issue when they were so
certain that he had committed more serious offenses.
They were unwilling to admit that the United States
Government was powerless to bring Johnson to justice
for the crimes of which everyone believed him to be
guilty. An incentive to continue the fight was the
repeated expressions of gratitude by reputable citizens
of Atlantic City to the Government for its efforts in
tryi~g to clean up the system of vice, graft and cor­
ruption which they felt had ruined their city. ,

On February 27, 1940, the problem was discussed
at a conference in Washington attended by Messrs. Clark,
Tweedy and Burns of the D8partment of ~lstice, and
Messrs. Irey, Woolf, Frank, Wenchel and Leming of the
~reasury Department. It was stated that there had not
been progress in obtaining direct evidence against
Jormson since the previous conference in September,
despite the Government1s victories both in the trial
court and on appeal. It appeared that Benjamin Rubenstein
was the last hope of getting any evidence of protection
payments to Johnson. It was believed that if the Supreme
Court denied his petition for writ of certiorari he would
prefer to talk rather than go to jail for two and a half
years. It was agreed at the conference that the Government
should make one more effort to obtain this evidence and to
file additional indictments if necessary, based on the
new evidenoe, with respect to the numbers syndicate. If
RUbenstein and Ray admitted giving the $1,200 a week pro­
tection money to Weloff and Southern, it was then planned
to procure indictments against those two. It was thought
that if this could be done at all, it would be done by
June 1. The conferees agreed that the investigation should
not be prolonged over the summer but that Johnson should be
tried on the conspiracy indictment if a new one could not
be obtained.

At this stage of the investigation the staff consisted
of Special Agents Frank, Hill and Snyder, Revenue Agent Doxon,
Special Assistant United States Attorney Burns, and steno­
grapher Miss Geyer. Dozens of pick-up men and clerks were
called before the grand jury and changed statements pre­
Viously given or made disclosures of facts theretofore
concealed, all of which tended to establish the syndicate
and corroborate Daniels and Greenidge. At the begirilling
~f March the staff began to make an analysis of all the
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testimony and statements which had been taken. There were
thousands of pages to read and analyze and it was necessary
to obtain another stenographer to assist in this work. On
March 11 Miss Josephine Garrison was sent to Atlantic City
from the Treasury Department in Washington to work for
about two weeks. The purpose of the analysis was to deter­
mine from the mass of testimony exactly what specific evi­
dence existed to prove the syndicate, what evidence there
was to connect any of the numbers backers with the syndicatel
and to determine which of the numbers backers had committed
perjury or made false statements. The staff worked day and
night to complete this analysis in order to get an indict­
ment as soon as possible. The analysis disclosed that per­
jury had been committed or false statements made by twelve
of the numbers backers, either before grand juries or to
the Treasury agents~

The Government had been unable to obtain evidence of
income tax evasion against Ralph We1off, but was now in a
position to prove that he had committed perjury before the
grand jury at Newark. Evidence was also available to show
that Jack Southern had made false statements to the agents
when he stated he was not in the numbers business in 1935
and 1936. Before the evidence had been analyzed the plan
was to indict only RUbenstein and Ray in the hope that
their conviction would cause them to testify against
We10ff and Southern. It now appeared that there was
sufficient evidence to indict We10ff and Southern in
the first instance. The establishment of the charges
against We10ff and Southern would require proof of the
syndicate and of the conspiracy to commit perjury and
make false statements. This same evidence connected
eleven others with the conspiracy. It was therefore
decided to file a general conspiracy indictment against
13 numbers backers. One of their employees who had
proved particularly obstructive was included in the
indictment, so the indictment as filed on March 28, 1940,
named 14 defendants.

While the grand jury was making the investigation
which resulted in the conspiracy indictment against
members of the numbers syndicate, it was also investi­
9ating a conspiracy to operate an unregistered still
~n the Atlantic City Garbage Disposal Plant in 1937.
When Edward S. Graham, the garbage contractor, pleaded
gUilty to the income tax evasion indictment against
him, he told the agents that Johnson had received
$10,000 graft in 1934 for helping him and his partner
get the contract. He also stated that he had the
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g2rbage contract ngain in 1937 with different partners,
but that the terms of the contract with the city were
on an entirely different basis than they bad been in
1934 so that Johnson did not receive any graft, Graham
did disclose, however, that an illicit still had been
operated at the plant in 1937 "with Nucky's okay". The
grand jury's investigation of this matter resulted in
an indictment on April 16, which will be discussed
later in this report.

~umbers Conspiracy Trials and
Jury Tampering

One of the principal handicaps of the entire in­
vestigation had been the difficUlty of getting the cases
to trial. In ordinary investigations where a group of
indictments was filed, the conviction of one or two
defendants usually resulted in the rest pleading guilty.
However, this was not an ordinary investigation and the
defendants resisted obstinately. Judge Avis gave the
Government all the time he could spare considering that
he had to handle the routine criminal cases which came
up for trial at Camden, and the work of the District
was being done by three judges instead of four. To
relieve this situation the judges of the Third Circuit
Court of Appeals arranged to sit as District Judges in
the District of New Jersey starting March 4, 1940, to
try criminal cases. When the numbers conspiracy in­
dictment was filed on March 28, Senior Circuit JUdge
John Biggs, Jr., was requested to try the case. He
agreed to do so on April 29.

During the month between the time the indictment
was filed and the trial, the agents set about to obtain
independent proof of the existence of the syndicate to
corroborate the testimony of Daniels and Greenidge. It
was realized that the Government had only two witnesses
to say there was a syndicate, against the fourteen de­
fendants all of whom might testify there was not.

Through telephone company records the agents were
able to establish the exact dates when the syndicate
operated at various locations since the telephone serv­
ice was transferred from one place to another. These
records also disclosed that the application for service
had been made in July, 1935, by Jack Southern, that the
bills were paid by Benny Ray, and that complaints were
to be made to Towhey. This established definitely that
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Jack Southern was in the numbers business in 1935, and
also showed that supposedly independent numbers banks
were using the same telephone at the same headquarters.
Burroughs Adding Machine Company employees disclosed
that a service agreement had been signed by Towhey to
repair all the adding machines used by all the banks
at the Little Belmont, and that the bill was paid by
Ray. The Protective Motor Service disclosed that the
group of eight numbers banks used a single money bag,
that every day an armored car carried this money bag
from the headquarters of the syndicate to a bank where
it was placed for safe keeping overnight. The bag was
insured for $10,000 in the name of Leroy Williams, but
the money was always put into the bag by Ray or Rubenstein.
A parking lot man testified that Towhey arranged to have
the automobiles of all the numbers office clerks parked
with him for a weekly fee which was paid by Ray. It was
learned that the syndicate purchased 250,000 numbers books
a year, all of which were delivered to the syndicate
headquarters and paid for by Ray. The numbers books
purchased indicated the tremendous gross business done
by this syndicate since these books contained 12,500,000
numbers slips.

When the trial began on April 29, the 14 defendants
were represented by eight different attorneys •. Difficulties
were encountered right at the start of the trial~ The Gov-..
ernment had to use as witnesses employees of the defendants,:
who were naturally hostile. On direct examination most
of them stuck to the story they had told the grand jur~

but on cross-examination would answer "yes" to any lead-
ing question put to them, which practically negatived their
direct testimony. The chief witness, Herndon Daniels,
hedged on many questions and answered othe rs in such an
evasive manner that he left quite doubtful the principal
issue of the equal division of profits. The Government
unfortunately could do nothing about the situationo
Legally, Daniels' testimony could have been impeached,
but that would have destroyed the evidence he did give
which was helpful. It was necessary, therefore, to get
whatever benefit was possible from Daniels' testimony,
and substantiate it by the circumstantial evidence from
the telephone and other companies •. '

Seven of the defendants testified for the defense.
In deciding which defendants should take the stand, the
defense carefully avoided using those defendants whose
perjury had been indisputably proved. Up until the time
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of the indictment the numbers backers had always maintained
that they operated their banks separately, but when the
Government proved by their own employees that the banks all
worked together ata central headquarters, they built up a
defense which was designed to becloud the issue and confuse
the jury. The indictment contained two counts, one charg­
ing a conspiracy to defraud the United States of income
taxes by falling to file a syndicate return of income,
and the second a conspiracy to suborn perjury, make false
statements, and obstruct the due administration of justice.
The defendants who took the stand frankly admitted every­
thing that the Government had proven, except the one issue
of the division of profits. They had induced Daniels to
withhold that element in order that they might prove that
their organization was not such a syndicate as required
the filing of a syndicate return.

The testimony of those defendants who took the stand
proved for the Government the perjury of several of those
who did not take the stand, such as Benjamin Rubenstein
and Austin Clark. When the case went to the jury on
May 17, it seemed that the Government would win. Howeverj
the jury disagreed and was discharged on May 18. This
stalemate upset the plans of the investigation. If Weloff
and Southern had been conVicted, the Government would have
known then and there whether there was any hope of their
telling about the protection money or whether it would be
compelled to proceed with the Johnson conspiracy trial.
The agents were dissatisfied with the result and were
anxious to retry the case as soon as possible. Judge Biggs
felt the same way about it and offered to try the case
again starting July 8. Mr. Clark indicated that he pre­
ferred to try the Johnson conspiracy case in June. How­
ever" on May 23, Judge Forman advised that he would not
try any more criminal cases during 1940. Since he had
been assigned to try the Johnson case, it was apparent
that this case could not go to trial unless some other
jUdge agreed to take it. Plans were therefore made to
proceed with the numbers conspiracy indictment.

An indication of why the jury disagreed appeared
on June 5 when identical letters were received by
JUdge Biggs and Attorney Burns stating that an attorney
for one of the defendants had bribed a juror. The agents
endeavored to trace the writer of the letters but were
unsuccessful. On June 15" Mr. Nutter advised that he
had heard that four of the jurors had been bribed and
paid $200 each. He stated that he had heard that one
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of the defendants, Zendel Friedman, had taken
from the numbers syndicate for that purpose.
were able to make only cursory investigations
the commencement of the retrial on July 8.

the $2,000
The agents
prior to

During the retrial the Governmentts case seemed to
be much stronger than at the first trial, yet none of the
defendants appeared the least bit worried. Only two
defendants took the stand and it looked as though they
were almost ready to concede the case, It was quite a
shock to the Government and to JUdge Biggs when the jury
brought in a verdict of not guilty on July 23,- This was
more difficult to understand than the disagreement, and
seemed to spell doom for the investigation.

In view of the disappointing results of the numbers
conspiracy trials, the agents concentrated all their
attention on the preparation of the Johnson conspiracy
case for trial. All hope of getting evidence of graft ­
payments from the nmnbers and horse-room rackets was
abandoned. Judge Biggs could not understand how an
honest jury could have acquitted upon the evidence pre­
sented. The agents were able to understand how the first
jury disagreed if some of its members had been bribed,
but it did not seem possible that the entire jury in
the second trial could have been approached. Nevertheless,
JUdge Biggs requested the agents to make an investigation
to determine whether there was anything wrong with that
jury. The result was astonishing. - It was definitely
determined that one juror, Joseph Fuhrman, was a friend
of two of the defense attorneys, L. Scott Cherchesky
and Carl Kisselman. Almost single-handed, he had swung
the jury in favor of the defendants and brought about
their acquittal.

Since a preliminary investigation disclosed evidence
of contempt of court and obstruction of the due adminis­
tration of justice, the Intelligence Unit was requested
by Assistant Attorney General Clark to investigate both
juries. 'On September 10 Judge Biggs directed the Gov­
ernment to make a full investigation of ooth juries.

The agents concentrated first on the jury that
tried the second case and made a report on Septembe-r 25,
Which was submitted to JUdge Biggs. They learned that
Fuhrman had been acquainted with Cherchesky and Kisselman
for several years.' There was a group of attorneys who
had lunch regularly at a drug store in Camden and played
pool at the Walt V~itman Hotel, Fuhrman associated with
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this group and had played pool with both of the attorneys.
Fuhrman's brother was an attorney and occupied the same
offices with Kisselnmn. When the jury was being picked,
they had been asked if they knew any of the defense at­
torneys. At the time the question was asked, Fuhrman was
not seated in the jury box, but when he did come to the
jury box he did not make known his acquaintanceship with
the attorneys, nor did Kisselman or Cherchesky make known
their acquaintanceship with the juror.

The jurors informed the agents that the Government
never had a chance for a conviction. Throughout the trial
Fuhrman's attitude had been antagonistic to the Goverrunent.
The very first day of the trial he started to work on other
jurors. He told one or two that he did not think the Gov­
ernment had a case against the defendants and that he thought
the case was weak •. At various times during the trial he
talked to almost all the jurors singly and stated his opin­
ion about the evidence and the Government's case. His at­
titude disturbed the other jurors very much and created
a very unpleasant atmosphere. Some of the jurors refused
to talk to him about the case. He endeavored to take one
or two of them out to lunch, and did treat the foreman.
At one time during the trial, after Judge Biggs had criti­
cized Lawyer Cherchesky, Fuhrman told the other jurors
that the judge was too hard on Cherchesky. He finally
disclosed to the jurors that he knew Cherchesky.

Vfuen the jury began its deliberations the first
ballot was eight to three for conviction, (One juror
had been excused by consent of both sides.) Fuhrman
was a strong character, whereas most of the other jurors
were weak. He tried to convince them that the Government
did not want another disagreement and that he would never
give in. He finally succeeded in getting them all to vote
for an acqui ttal •.

The failure of Kisselman to make known his acquaint­
anceship with Fuhrman appeared to be intentional. Kisselman
had tried a case in the same court a few weeks earlier be­
fore a different Judge and the Government was represented
by ano therat t orne y • Vfue n Fuhrman came into the jury box
at that time Kisselman informed the court that Fuhrman's
brother was associated with him in the practice of law,
Whereupon the judge excused Fuhrman.. It seemed strange
that Kisselman had not made this fact known to Judge Biggs,
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The Government recormnended to Judge Biggs that Fuhrman
be cited for contempt of court because of his failure to
disclose his acquaintanceship with the attorneys, and his
improper conduct as a juror. On October 18 Judge Biggs
signed orders to show cause, not only for FuhrwBn, but
also for Kisselman and Cherchesky, why they should not
be adjudged in contempt of court,

At the hearing on these petitions the court heard
the very strange admissions by '3ight of the jurors that
they had voted not guiltyalthough they believed the
defendants were guilty. As one woman juror expressed it,
most of the jurors vvere inexperienced and were fflike babes
in the wood at night ll

• Another juror admitted that he was
ashamed of the verdict and stated that when he got home
that night he told his wife that he felt like a whipped
dog. Others admitted that they were derelict in their
duty as it was getting late at night and they changed
their votes in order to catch the last bus home. Fuhrman
lived in Camden so it didn't make any difference to him
how long he stayed. It was obvious that Fw~rman, from
his experience Rnd association with lawyers, had been
able to swing these eight inexperienced jurors over to
his side. Due to a long delay in the filing of briefs
and the fact t~at additional contempt proceedlngs were
begun in relation to the first trial, a decision was not
rendered until February 19, 1941. At that time Judge Biggs
found Kisselman and Cherchesky not guilty, stating that
the numerous witnesses who had testified to their previous
excellent reputations had prevented the court from finding
them guilty beyond a reasonable doubt. However, he found
juror Fuhrman guilty and sentenced him to five months in
jail.

This bitter experience might have been obviated if
the Government had been able to investigate the jury panel
before the trial. Fuhrman was on the third panel of jurors
Which had been used by the Government during the investigation.
The first panel tried the cases from May to October, 1939,
Before the first case of that group was tried a complete
Check was made of more than 100 jurors on the panel. This
was made by four special agents ·of the Federal Bureau of
Investigation and took over a week, When the second group
of cases were tried from January to May; 1940, a similar
examination was made. The first two panels had been checked
carefully because the Government intended to try the Johnson
case. It was known that the Johnson case would not come up
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before the third panel so this hard and detailed assign­
ment was eliminated. If the same type of examination had
been made of the third panel, it no doubt would ha va dis­
closed Fuhrman's connections and the incident probably
never would have occurred.

With reference to the investigation of the jury at
the first conspiracy trial tbe Government had the namBS
of four jurors who were supposed to have received bribes,
After intensive investigation the agents were not able
to obtain any evidence of actual bribery, but did as-
cer tain that two juror shad 1:;e en approa che el, One juror,
J. Hartley Bowen, admitted t~ the agents that during the
course of the trial in May, 1940, he had been approached
by two persons, Isador 3. Worth, formerly an Assistant
United States Attorney for the District of New Jersey and
formerly the attorney for Martin Michael, alias Jack Southern,.
and Joseph E. ~.![ears, Manager of the Wal t Whitman Hotel in
Camden.

The other juror, Mrs, Katherine Munter, at first denied
having been approached and even committed perjury before
the grand jury. However, she did tell one of the agents
that a friend had told her that someone had stated he
could have gotten Mrs. Munter $1,000 for voting not gUilty
if he had known how to approach her. She refused to give
the name of her friend to the agents, stating that she did
not wish to involve her in any trouble. Another juror in­
formed the agent that Mrs. Munter had deliberately changed
her story before the grand jury and had admitted to him
that she had been approached. Finally she was brought to
the Post Office Building in Atlantic City and interviewed.
A dictaphone was set up in the agents f office and Mrs. Munter
was permitted to sit there with this other juror alone. This
juror, knOWing that the agents were listening on the dicta­
phone, then drew from Mrs. Munter the story that she had
been approached by her own brother-in-law. Mrs. Munter
was then brought to Attorney Burns' office about four
o'clock in the afternoon but she stuck to the false story
which she had told the grand jury about a man approaching
her who had since died. Knowing that she was lying, she
was subjected to lengthy questioning in an effort to con­
Vince her that she should tell the truth.

Dinner hour approached and passed, yet she clung to
her false story. Finally, about nine o'clock, after five
hours of questioning, she broke dovm and admitted that
she had been approached by her brother-in-law, and this
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only after she had been told that the Governrl1ent lmew
that the man who approached her was a relative. His
actual statement to her had been that if he were on
that Jury, he knew how he could get ~l,OOO. She ad­
mitted that she interpreted this as a method of sound­
ing her out to see if she would be disposed to accept
a bribe. This matter did not seem strong enough to
warrant prosecution and it was dropped. The other two
jurors who had been named as recipients of bribes denied
even being approached and the agents were unable to prove
otherwise.

The testimony of Juror Bowen resulted in contempt
proceedings against Worth, Mears and Jack Southern. The
agents spent considerable time and made a very careful
investigation. Elaborate plans were made to obtain evi­
dence to corroborate Bowen. Through the system of co­
ordinating the activities of various agencies of the
Treasury Department, the Alcohol Tax Unit assigned two
radio cars, a staff of agents and stenographers and
dictaphone equipment. The Intelligence Unit also sup­
plied additional agents, a stenographer and dictaphone
equipment. Bowen cooperated fully with the agents and
was anxious to satisfy them that he had not accepted any
bribe. He permitted them to set up a dictaphone in his
office. He called Mears to his office and there informed
Mears that he had been called before the grand jury and
asked about the approach. He told Mears that he had to
tell the truth and had informed the grand jury that Mears
had approached him. rJears be came very excited and adrnitte d
the entire incident during the course of his conversation
with Bowen. Later the agents talked to Mears and he denied
having approached Bowen. When the agents convinced him
that they really had the lI goo ds ll on him, he broke down and
confessed. For a few days he was on the verge of a nervous
breakdown and claimed that he v.JQuld commi t suicide. How­
ever, he had a change of heart and decided to take the
consequences and cooperate with the agents. He told them
that he had made the approach at the request of Jack Southern,
The agents then set up dictaphone equipment in the Hotel
Walt ~Vhitman and Southern was induced by Mears to come there.
The agents obtained enough evidence by this means to cor­
roborate Mears.

The agents next investigated Bowen's statement that
he had been approached by Worth. Bowen told the agents
that during the trial he had lunch at a drug store in
Camden and that Worth asked him to come to his office
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which was a few doors away, In the office Worth told
Bowen that with him on the jury they could make some
easy money. Bowen inquired how, and Worth replied, by

"having the jury disagree. Bowen stated he was not in­
terested in that kind of money. It seemed incredible
that an attorney, especially one who had been Assistant
United States Attorney for eight years prosecuting crim­
inal cases, would make such an offer,

The agents again set up dictaphone equipment in
Bowen's office for the purpose of overhearing a con­
versation between Bowen and Worth, but the plan did not
succeed. Bowen informed Worth by telephone that he had
been questioned before a grand jury about being approached
while serving as a juror and had named Worth. Worth was
so upset by this disclosure that Bowen easily convinced
him that he should talk to the Government attorney and
arranged for such a conversation in the United States
Attorneyts office in the Post Office Building in Camden.
There in the presence of Attorney Burns, Special Agent
Snyder and Bowen, Worth admitted that he had made the
statement to Bowen about the easy money and causing the
jury to disagree, but asserted that Bowen misunderstood
his purpose. In his excited effort to convince them that
there was nothing wrong, Worth made two inconsistent but
equally incredible statements. He first stated that he
had been l'sore" at the defendants because he vvas fired by
Jack Southern and he wanted to see them all go to jail,
He claimed that he told Bowen that if it looked like there
might be an acquittal he should hold out for a disagreement.
Later on, during his rambling efforts to justify his ap­
proach to Bowen, he stated that he told Bowen they could
make easy money and it was his idea that if Bowen would
cause the jury to disagree the defendants would come to
him and engage him as their attorney for the second trial.
He said that he intended to split the fee with Bowen for
bringing about the disagreement. The first explanation
no doubt was made in the hope that it would be considered
perfectly all right for anyone to try to help the Government
by preventing an acquittal. When Worth saw that that ex­
planation had not made a favorable impression, he then
resorted to the ridiculous explanation that the Government
should not mind trying a case twice so that he could make
a fee out of the second trial.

Throughout the course of this investigation many other
persons were interviewed and watched by the agents. Every
appointment that was made between Bowen and any of the
other persons was timed so that the radio cars could trail
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these persons and find out where they went and whom they
saw. It was tedious work, but quite profitable.

A full report was made to JUdge Biggs wh0 on January 6 ,
1941, signed orders to show cause why Mears, Southern and
Worth should not be adjudged guilty of contempt of court.
On January 15 and 16 the Worth case was heard. On January 16
Mears pleaded guilty and testified at the hearing against
Jack Soutnern. On February 19, JUdge Biggs found Jack Southern
§uilty and sentenced him to 14 months. Mears was fined
.;Ill, 000.

Due to delays in filing briefs a decision in the Worth
case was not rendered for several weeks. In April the
Supreme Court handed down a decision in the case of United
States v. Nye \~1ich made doubtful the jurisdiction of the
court to proceed by contempt in this type of case. That
decision indicated that proceedings should always be by
indictment where the conduct was made an offense by statute.
After giving the matter due consideration, it was decided
not to risk losing the cases upon appeal, so the Government
consent~d to a dismissal of the Worth petition. Since the
same ruling applied to Jack Southern, he was released from
jail and the petition against him was dismissed. However,
the grand jury filed indictments against both Worth and
Southern charging them with endeavoring to influence a
juror •.

Nothing was lost by the Unfortunate necessl~y of
dismissing these proceedings as Southern pleaded guilty
and was sentenced on May 28 to a year in jail. Since
Worth had made admissions to Attorney Burns the latter
was required to be a witness at the trial. The Government
was represented by Earl C. Crouter~ Attorney, Tax Division,
Department of Justice, and Worth was convicted on June 26.
The defendant was represented by William A. Gray, a
Philadelphia attorney, who succeeded in limiting the
GovArnment1s proof to the bare essentials of the offense.
Worth's actions had been ~o incredible that it seemed
Gray might well convince the jury that a former Assistant
United States Attorney just would not do such a thing.
Dozens of character witnesses were produced, including
presidents of bar associations) state court judges, public
officials and persons who were well knovm to the jurors.
In spite of all this the defendant was convicted, and
left without an exception upon which to bas~ an appeal
when the verdict w~s returned. Worth was sentenced by
JUdge Maris to pay a fine of $500 and was disbarred from
practice before the Federal court for a period of six months.
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These jury tampering cases brought out a peculiar
human trait. During the first conspiracy trial JUdge Biggs
had instructed the jurors not to talk about the case and
not to let anybody talk to them about it, and if anybody
did talk to them they should im~9diately report it to the
jUdge. In spite of the fact that Bowen and Munter later
admitted they had been approached; they did not call this
to the attention of the court, This characteristic went
even further. After the jury had disagreed, the agents
went around to various jurors and questioned them about
the case. They were asked in general what they had dis­
cussed in the jury room and where the Government had failed
to satisfy them. Although the agents talked to the jurors
inclUding Bowen and Munter, and were naturally looking for
any indication that there had been anything wrong with
the jury, not a word was said. When the agents finally
decided, with JUdge Biggs l permission, to make a formal
investigation and they put Juror Bowen under oath, he
finally told about the approach. He gave as his reason
for not telling the story previously that he had resented
the approach by both Mears and Worth and that they had
both asked him to forget it. He felt that if he made
known to the court the appriach he would naturally be
causing them trouble and would receive a great amount of
unwanted pUblicity. He clai'.:1ecl that he felt that his
jUdgment would not be affected by the approaches and
that his life would be more peaceful if he just kept
it to himself.

The r8su~et of the jury tampering cases, set forth
above, is concerned only with the actual cases which
resulted from the investigation. It does not disclose
that there were 14 jurors, inclUding two alternates,
on each of the juries, and tha t the agents took written
statements from each of them. All of the jurors who sat
on the first conspiracy case were called before the grand
jury at Trenton in order to get their testimony on the
record. To ascertain whether any of them might have
received b~ibes, the agents checked the bank accounts
of all the jurors and endeavored to ascertain whether
they had recently purchased any automobiles or made
ot11er purchases v/hich might indicate the sudden acqui­
sition of money. During the course of their investiga­
tion t~e agents discovered that there had been an attempt
to tamper with a jury unrelated to their investigation ­
one involving the smugGling of liquor, which was known
as the Popocatapelt case. This evidence was turned over
to the Alcohol TaJ: Unit wbich had charge of that case.
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3till Conspiracy Case

The agents left no stone unturned in their efforts
to trace f,raft payments to Johnson. When Edward S. Graham
pleaded guilty to a violation of the income tax law, he
gave the agents evidence that Nucky had given the lI okay ll

for an illicit still WhlCh was operated in the Atlantic
City Garbage Disposal Plant in 1937. Since this type of
offense was not one which the Intelligence Unit agents
were authorized to investigate, the Alcohol Tax Unit
was requested to assign investigators to cooperate in
accordance with the Treasury Department's policy of
coordination. Special Investigators Frank S. Rogers
and Bayard Vasey of the Alcohol Tax Unit were assigned
to work with Special Agent Hill~ They started with the
information that the still had been operated by persons
known only as rtEob H and "Mike". After several weeks of
investigation they identified Bob as Herbert R. Short,
alias Bob Gordon, and Mike as Michael Aluise: alias
Mike Williams,

The investigators learned that in the spring of
1937 Short and Aluise had leased part of the garbage
disposal plant and set up a still. John A. Graham had
rented the plant fro~ the city under a contract he had
for the removal of garbage. He stated that he at first
refused to permit Short and Aluise to come on the premises
but that they assured him they had the " okay tJ from Nucky.
Graham's partner, Harry Dilks; checked on this statement
and went to Johnson t s office in the Guarantee Trust Build­
ing. Johnson1s secretary, Maie Paxson, told Dilks that
Benjamin Perlstein, an attorney, had been up about Short
and Aluise and that it was " okay ll. During the course
of their investigation these agents found they were being
obstructed by another attorney, Harry Paul.

It appeared that the still had been raided by agents
of the State Alcohol Beverage Control Board in October, 1937,
and that Graham and an employee named Myers had been arrested.
Aluise arranged for Perlstein to represent them, and Perlstein
told them not to talk. When the Federal investigation was
~der way early in 1940~ Short and Aluise had several meet­
lngs with attorneys Perlstein and Paul, the purpose of which

-was to try to keep uitnesses from identifying Short and
Aluise. The evidence disclosed that attempts had been
made to prevent three Government witnesses from identifying
the pho tographs of the se two men. One of the wi tne s se s ~
Edward S. Graham, a man of about seventy years, was threatene~. _
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with bodily harm by Short. Although no evidence was ob­
tained to connect Johnson with the venture, and the case
was outside the original purview of the investigation, it
was considered important enough to present to the grand
jury.

On April 16 an indictment was filed charging
Benjamin M. Perlstein, Harry Paul, Herbert R. Short and
Michael Aluise with a conspiracy to operate an illicit
still, to endeavor to influence witnesses before the
grand jury, and to obstruct the due administration of
justice. This case was tried on June 10, 1940, before
Circuit JUdge Herbert F. Goodrich, and resulted in a
conviction on June 20. On July 19 Perlstein and Paul
were each sentenced to a year and a day but sentence
was suspended on Aluise. Short did not appear and
became a fugitive from justice. After fleeing to
Canada; he returned to the United States and was appre­
hended late in August. On September 12 he was sentenced
to three years in the penitentiary.

Perlstein and Paul appealed their convictions to
the Third Circuit Court of 'Appeals, which reversed the
jUdgment on April 24, 1941. The majority opinion was
written by JUdge Maris and was concurred in by Judge Jones.
JUdge William Clark wrote a sharp dissent. The majority
opinion indicated a belief that the injection of the name
of Enoch L. Johnson into the case had prejudiced the de­
fendants. The case was retried on June 2, 1941, by
JUdge Maris who was then sitting as a District JUdge in
order to dispose of the Atlantic City cases. The defend­
ants were quite pleased to have JUdge Maris preside at
the trial since he had f~vored them in reversing their
previous conviction. But the second trial again resulted
in their conviction on June 6. On Aucust 1 they were
each sentenced again to a year and a day in the penitentiary.

At the second trial the Government called Herbert Short
as a wJ.tness. He told the Government that when he and
Aluise had planned to put the still in the garbage plant
they went to Perlstein and asked him to get them permission.
He stated that Perlstein later told them that Nucky Johnson
had given them the " okay ll and that they would have to pay
~$150 a week. Short stated that tb,e still was raided after
it had been operating only ten days so that no protection
money was ever paid. Perlstein has consistently denied
haVing anything to do with the still or Johnson, so the
Government has been unable to connect him with this matter.
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The Third Attack upon the
Numbers Syndicate

In March, 1941, the Government had decided to try
to convict all the numbers backers a second time to see
if they would then tell the truth about the graft pay­
ments. Consequently, the staff felt very discouraged
aftep the acquittal of the fourteen defendants in the
numbers conspiracy trial in May. However, when it was
discovered in September that the acquittal was due to
jury-tampering, the staff determined to prosecute the
numbers backers again before bringing the Johnson con­
spiracy case to trial. In drawing the conspiracy in­
dictment the door purposely had been left open for
further proceedings if they ~hould become necessary.
The indictment charged the defendants with a conspiracy
to commit various substantive offenses" but did not
charge them with conrraitting those substantive offenses.
The way was still open, therefore, to indict almost all
the same defendants for the subs tantive offenses of COfi1l1li t­
ting perjury and suborning each other to commit perjury.

There was no legal problem involved in taking this
action" but there was a question of policy. To indict
and try certain of the defendants would mean the fourth
time that they had been tried in a little over a year.
In the case of Leroy Williams it would be the fourth
trial in less than a year. When this matter was first
given consideration in S80tember, 1940, it was decided
to withhold action until after the contempt proceedings
had become public, thus disclosing to the public the
fact that the numbers racketeers had cheated justice in
the last two trials. The fact that the numbers racketeers
would resort to jUI'y tampering when they faced the possi­
bility of additional punishment was some indication that
they were not so willins to GO to jail a second time to
protect Johnson. There was no question but that the Gov­
ernment should prosecute them again in view of the ob­
structionist tactics they were usinG. Nevertheless, it
was realized that public reaction was an important con­
sideration and had been so favorable to the Government
up to that time that any possible claim of persecution
was to be avoided.

In November Assistant Attorney General Clark au­
thorized the filinr:; of lndictments agains t the leaders
of the numbers syndicate on substantive charges. At
that time the first Group of contempt hearings had been

You are Viewing an Archived Copy from the New Jersey State Library



- 101 -

held and it was expected that a decision would be rendered
shortly. However, due to delays in the filing of briefs
the cases were not decided until February. When the sec­
ond group of contempt hearings was held on January 15, 1941,
Joseph Mears pleaded CMilty. The Government considered
this sufficient proof to the public that the juries had
been tampered with andjustified proceeding immediately
with the indictments without awaitine; decisions in the
other cases.

It was decided to concentrate upon certain of the
numbers racketeers rathor than try to convict them all.
'rhe four bosses of the syndicate were Rubenstein, Towhey,
Ray and Williams, and they naturally would be the ones
who would know most about the payment of the protection
money. There were indications that the Government's
case against these men for perjury would be much stronger
than at the conspiracy trial. The Governmen t had tried
to create a spli t in the ranks of the numbers men and
thou~ht it had an opening wedge with Herndon Daniels.
When Daniels, in effect, double-crossed the Government
at the first conspiracy trial it looked as though the
syndicate had succeeded in drawin~ him back to the fold.
In January, 1941, a split again developed.

When the Government struck hard at the numbers
racket in 1939 with indictments, trials and convictions,
the numbers men realized that Daniels had been right
when he advised them to report their income to the
Federal Government as a syndicate. TIley knew they could
not continue to conceal its existence, yet they could
not admit it without confessin r to numerous offenses.
In an effort to get out of thiS' dilemma they went through
the motions of forming a numbers syndicate as of January 1,
1940. All the numbers backers who had either been sen­
tenced or intended to plead guilty nominated a rlfront"
man to represent his bank in the new syndicate. They
openly admitted to the Government the existence of the
syndicate, but claimed that it had just begun to operate
in that form.

When Austin Clark and Benjarllin Rubenstein went to
jail about April 1, 1940, they were promised their share
of the profits of the syndicate while they were in jail
and assured that t~eir business would be waiting for
them when they came out. They had the utmost confidence
in the influence of Johnson and other politicians to get
them out on parole within a year.
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At this point that human frailty, greed, intervened
for the Government. ~lrinG most of the year 1940 three
of the four managers of the business, Towhey, Ray and
RUbenstein, were in jail. Their r'front" men were not as
strong characters and the two who had never been brought
to trial, Jack Southern and Zendel Friedman, seized the
opportunity to take control of the organization. When
Herndon Daniels went to jail he turned his share of the
business over to Isaac Nicholson. When Southern anQ
Friedman seized control of the organization late in 1940
they took away from Nicholson part of his share of the
syndicate. This angered both Daniels and Nicholson and
caused them to come into the Government office voluntarily
and offer assistance. Daniels had been the one who told
Lawyer Nutter that the jury had been tampered with in the
first numbers conspiracy triaL Daniels now told the
Govermnent why he lied at that trial. He stated that
he had every intention of telling the truth at the trial
and sticking to the story he had told the grand jury,
but that Weloff and Friedman had talked to him just before
the trial began and tried to pcr~)Uade him not to testify.
When he told them that he had already testified before
the grand jury and would have to repeat that story,
Friedman threatened that he would never be able to do
business in Atlantic City again if he was the cause
of their going to jail. After the trial began, but
before Daniels testified, he said that some of the
backers told him that it would m8.ke no difference to
them whether he testified or not. He said that to a
racketeer that could mean only one thins - that the
jury had been rr fixed rr • In 0 ffer i ng comple te coope ra tion,
Daniels indicated that Austin Clark's "front rr man had
been ousted from the syndicate entirely but he believed
that Clark did not know this because he was in jail.

This new information made it advisable to change
the plans. Apparently the thing that was holdinG Clark
and Rubenstein back was the promise of an early parole
and the belief that their business would still be there
when they got out. It was decided co concentrate on
Clark and Rubenstein before indicting any of the others.
They were brought to Camden from the Lewisburg Penitentiary
on January 29, 1941, and nearly five hours were spent in
an effort to convince theQ of the wisdom of telling the
truth. They had committed perjury before the grand jury
at Newark in 1939 but had been acquitted with the others
of a charge of conspiracy to commit perjary. They were
now Given an opportunity to purge themselves beforo the
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grand jury or be indicted for perjury. Clark's manager)
Walter Greenidge, and Isaac Washington, another colored
numbers backer, also tried to convince him. They were
told that the filing of the indictment would automatically
bar their parole and they would be risking additional
punishment. They remained silent so the indictment was
filed. They were arraisned immediately before Judge Avis
and pleaded n6t gUilty.~ Clark then began to regret that
he had not taken advantage of the opportunity to stop
his own indictment. He and Nutter talked to Rubenstein
and it appeared for a while that he might break, but he
wanted to talk to Jack Somthern first. Nothing further
developed that day.

Two days later the deputy marshals took Clark and
Rubenstein from the joil at Trenton, New Jersey, and
started for Lewisburg at 7:30 a. m. Clprk urged the
deputy marshal to telephone Attorney Burns and say that
he was Willing to make a statement. The deputy marshal
did so and Attorney Burns met Clark and Rubenstein at
Camden. In the presence of his attorney, Nutter, Clark
made a written statement telling all about the syndicate
and as much as he knew about the payment of protection
money} and admitting the perjury. He also claimed that
he and the others had been suborned by Rubenstein. He
said that he had decided to tell the truth right after
he was indicted and that he had endeavored to convince
RUbenstein in the jail. He said that Rubenstein appeared
ready to tell about the protection money when, in some
manner} Jack Southern'lgot a message to Rubenstein to
hold out for six weeks. ~lis message immediately caused
RUbenstein's attitude to change.

Clark repeated the story in front of Rubenstein,
but Rubenstein remained adamant. He was told that his
attitude could c~use him noth;ng but trOUble, that he
was blindly protecting Jack Southern and Johnson and
tha t he was being made the .rr goa til. Rubens tein then
said that with Clark's statement the Government could
charge every defendant with perjury who had testified
a.t the last two conspiracy trials. Rubenstein said
that if those defendants knew about this and about
Clark's statement, something would happen.

At Rubenstein's sUSS8stion a telephone call was
made to Atlantic City to try to get S0111e of the numbers
backers to come to Camden. Jacl: Southern, Zendel Friedman,
Leroy Williams and Benny Ray arrived shortly thereafter.
The folly of their position was then pointed out to them
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and they were given an opportunity once more to tell the
entire truth and clear up the situation. They were advised
that every time one of them appeared before the grand jury
and lied about the protection money it constituted another
offense of perjury. They were told that their conduct
necessarily would result in further prosecutions of them,
all in the vain effort to withhold the truth.

The Goverr®ent realized that these numbers backers
had operated their' illegal game in Atlantic Ci ty for many
years under Johnson's protective wing. They had made the
mistake of believing that Johnson's power and influence
over the local agencies and courts extended to Federal
agencies and courts. The Government was not interested
in continuously prosecuting these underlings, but wished
to get at the truth. They were told that the United States
Government did not recognize the underworld code of silence,
and could not be subservient to Nucky Johnson or any crim­
inal or group of crimir.als in Atlantic City. Austin Clark
repeated in front of all the numbers backers the statement
he had given to the Government. They then adjourned to
discuss the matter. Rubenstejn came back and reported
that it would take several days to get results.

A few days later Clark appeared before the grand jury
and gave his story. The GovGrmnent's case was now becom­
ing stronger. It had two ~lmbers backers on its side now,
Clark and Daniels. It also learned for the first time
that another numbers backer, Isaac Washin['.:ton, had joined
the syndicate in December 1939, and this made a third
backer who was cooperating with the GoverD~ent. From
that time on, Austin Clark offered full cooperation. He
advised that Rubenstein was afraid to talk in the Govern­
ment offices as he thought there was a dictaphone in there.
Therefore, Rubenstein was interviewed in the cell in the
marshalts office. Rubensteints attitude there was quite
different. He stated that he was anxious to get paroled
and did not want to stay in jail any longer but it was
against his code tor~alk". He frankly admitted that
he did not war"t to be the first one to "break" but offered
to help the Government break some of the other numbers
backers. He suggested that some of the other numbers
backers, such as Ray, Weloff and Towhey be indicted, one
at a time, and tried, and after the trials he be permitted
to talk to them. He was sure that one of them would break
if convicted again as they did not want to go back to jail.

Once Austin Clark broke, the other witnesses who were
already helping began to give more evidence. Daniels ad­
mitted that before the syndic8te was formed, the numbers
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banks were paying $125 a week protection to Ralph Weloff.
Isaac Nicholson admitted that he worked for Weloff and
went around collecting this protection money fro~ some
of the numbers banks. Daniels also admitted that after
the Federal investigation became "hot"~ they decided to
file partnership returns for each of the numbers banks
and report on the return an amount of income which they
thought would look all right to the Government. He dis­
closed that all of the partnership returns filed by the
various numbers mon for 1938 and 1939 were false. Daniels
claimed that all of the numbers men who were not active
were nevertheless getting some money from the numbers
syndicate but that the purse strings were controlled by
Jack Southern. Even Rubenstein indicated that the Govern­
ment t s job would be much easier if Sou thern and Friedman
were out of the way.

Jim Towhey came to the Post Office Building on
February 5 and stated that he did not care to go to
jail any more and that he was tired of this thing
dragging along for years. He said that he knew it
was coming to a head and that he was glad, He said
some of the other men were glad that things were finally
coming to a head, He said that if they would all talk
it over among themselves they mi~ht be able to bring
influence on the right people. He was told that he
would be indicted for perjury just as Clark and Rubenstein
were unless he told the truth. He asked for time to talk
to Weloff and it was granted as Weloff was in Florida.

When Weloff returned from Florida 1 he was called to
the Government offices and the situation was outlined to
him as was done with the others. Weloff immediately went
to see Johnson and told him that he had been advised that
he was liable to be taxed on that money which he had been
bringing to Mr. Johnson. He also said that he was liable
to be indicted for perjury and might get 15 years in jail.
Johnson commented that that was a lot of time. Weloff
told Johnson that Mayor TagGart had put him out of business,
and Johnson replied that the Mayor had put him out of busi­
ness, too. Upon getting no satisfaction from Johnson, Weloff
went to talk to the other numbers backers. On February 11
at Camden, Rubenstein tried to persuade Weloff and Towhey
to tell the story, and appeared to have Weloff ready when
they adjourned for lunch, Jack Southern met Weloff out­
side the building and convinced him he should not talk.
This left the Government no alternative but to file perjury
indictments against Weloff and TowheY1 which was done on
February 13.
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All efforts to induce these numbers backers to tell
the truth rather than risk further punishment seemed to
fail. None of them wanted to go to jail but none wanted
to be the first to "squeal". All possible pressure was
exerted upon these men by Johnson and his aides. When
Rubenstein began to weaken after Austin Clark broke, his
lawyer assured him that if he pleaded guilty he would
not receive any additional punishment and that he would
be paroled in May. He endeavored to plead guilty on
February 7 before Judge Avis but the Govermnent opposed
this move. It was feared that if Rubenstein did not get
addi tional punishment there would be no hope of convinc.­
ing any of the others that they must tell the truth.
Judge Avis refused to require the Government to move the
case. In March Rubenstein brought on a motion for per­
mission to plead guilty. The purpose of this unusual
procedure where the defendant asked the court to sen-
tence him was to show the other backers that they did
not have to talk and that they could continue their
resistance. When this motion came on before Judge Forman,
the Government succeeded in having it adjourned so that
it came up before Judge Avis on May 21. Attorney Burns
presented a statement calling to the court's attention
the unusual situation. Thereupon Judge Avis ordered a
hearing at which testimony should be produced substantiating
statements made by the Government.

On March 27 Judge Avis conducted the hearing at which
Daniels, Clark, Greenidge and Washington all established
the existence of the syndicate. Judge Avis then stated
that after the indictment had. been filed Rubenstein1s
attorney came to him and said he expected to plead
Rubenstein guilty and felt that the sentence of two and
a half years which Judge Avis had originally imposed
upon Rubenstein was sufficient to cover the new charge.
The judge said that at that time he thought the new charge
was related to the original one, but that after hearing
the Government1s proofs he concluded that the new charge
was entirely different and required additional punishment.
He stated that he wished to withdraw the suggestion he
had made to RubensteinTs attorney that he would impose
a sentence that would be concurrent with the original
sentence which Rubenstein was then serving. He offered
Rubenstein an opportunity to withdraw his plea of guilty
if he so desired. When Rubenstein decided to stand on
the plea, Judge Avis sentenced him to an additional year
in pl~ison.
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This incident proved conclusively how far the attorneys
were going to keep these numbers men from testifying about
the protection money. Rubenstein's attorney knew full well
that the Goverr.ment would recommend leniency if he told the
truth, yet he went so far as to mislead the court as to the
nature of the charge in the indictment in an effort to ob­
tain that same leniency for Rubenstein so that he would
remain silent.

The Government Reguests an Outside Judge

All efforts to capi talize on the Austin Clark IIbreak rr

without ~urther indictments and trials failed. It was
difficult to understand why these numbers men would let
the grand jury indict them when they had the opportunity
to prevent it. The resistance of these racketeers seemed
almost incredible. From 1937 to 1939 the Treasury agents
had endeavored without success to obtain evidence of pro­
tection payments. Their failure to obtain evidence of
graft was due to the prevalent belief that Johnson's in­
fluence was great enough to prevent their prosecution.
After 21 income tax indictments had been filed, the .
Treas~ry agents had gone as far as they could, and from
that time on had to have the cooperation of the Department
of Justice. The matter was too involved to be handled by
the United States Attorney's office so the Treasury Depart­
ment requested Attorney General Murphy to assign a special
prosecutor. From May, 1939, until February, 1941, the
Department of Justice used every means at its disposal
to break this resistance. Eighteen of the 21 indictments
were disposed of, and prison sentences up to three years
were imposed. Almost continuous grand jury investigations
were conducted, moving from Newark to Camden, then to
Trenton and back again to Camden. Over 175 witnesses were
called} some of whom testified a dozen times.

Neither the convictions, pleas of guilty, nor grand
jury investigations produced any substantial results in
so far as proof of graft payments was concerned. Almost
wi thou t exception the wi tnesses cornmi tted wanton per jury
with utter contempt for the power of the prosecutor, the
grand jury and the court. Instead of obtaining evidence
of receipt of graft or income tax violations by Johnson,
the inquiry produced nine perjury indictments, two for
obstruction of justice, and eleven citations for contempt
of court for evasive answers, contumacious conduct and
refusal to answer questions. The underworld of Atlantic
City adhered to its code of silen6e} giving Johnson prac­
tically immunity from ~rosecution.
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The e~tent of the organized effort to defeat the
Government in attaining its objective is evident from
a· consideration of the testimony of approximRtely
2,000 witnesses who were interrogated during the in"
vestigation. If all the witnesses guilty of making false
statements, perjury, conspiracy, subornation of perjury
and obstruction of justice had been prosecuted for their
offenses, hundreds would have been indicted and, upon
the evidence in the Government's possession, conviction
would have been certain. Almost every witness directly
connected with the rackets would have been included, and
many engaged in legitimate enterprises but deriving an
income from racket sources would have been convicted of
at least one offense.

The investigation clearly demonstrated the effect
of widespread racketeering and political corruption upon
the attitude of supposedly legitimate businessmen. Little
cooperation was obtained from them, and} in the main,
stubborn oppoBition bordering an open resentment and
ho·stility waG encountered. Much of this opposition was
motivated by fear - fear of reprisals by the racketeers}
fear of punishment - from political sources by methods
which would appear legal on the surface, and fear of
financial loss to the extent of destruction of their
businesses} and even their opportunity to make a living.
For many years rackets were the most lucrative and pro-
fi table enterpr 1. ses in the communi ty. For example} the
numbers syndicate brought a net profit of $300,000 a
year to its fourteen menmers, while million-dollar hotel
establisrilllents operated at a loss. This resulted in the
racketeers in Atlantic City attaining a prestige not usu­
ally enjoyed elsewhere. It also changed the attitude of
many otherwise honest individuals in that they condoned
gambling} vice and corruption provided they obtained a
direct or indirect financial benefit. This attitude was
demonstrated time and again throughout the investigation
by hotel operators} bankers and storekeepers and applied
not only to the owners, but to employees who reflected
the attitude of their employers. Despite this organized
defiance and contempt by the racketeers and their em­
ployees, and the silent approval thereof by many so-called
honest citizens} promiscuous indictments and prosecutions
were avoided. Great restraint was exercised in avoiding
prosecution of underlings, even though their crimes served
to delay, frustrate and retard the acdomplishment of the
objective.
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Many local persons ex~ressed the opinion that the
Federal Goverr~ent could never convict Johnson. This
attitude was shown during the preliminary investigation
when there was widespread opinion that Johnson would not
be indicted. When he was indicted in May, 1939, on a
conspiracy charge, the opinion was expressed that he
would never be tried, and, if tried .. never convicted.
These opinions, so generally expressed, indicated the
belief in Johnson's power and influence,and that it
extended to Federal government officials., the Federal
courts, jails, parole boards, etc. Widespread car~

~ption in Atlantic City had created the impression
that corruption existed on a national scale and that
there was no power great enough to break Johnsoni
This explained to a degree the Willingness of witnesses
to commit crimes and risk going to jail rather than tell
the truth and implicate Johnson, fearing to invite re­
tribution upon themselves and families.

At the request of a number of citizens in Atlantic
City and belieVing that more than a mere local issue was
involved, Secretary Morgenthau had initiated a thorough
investigation into the deplorable conditions existing
in that city. This investigation had focused public
attention on a problem, the ramifications of which went
far beyond the boundaries of one state .. The issue was
squarely drawn between'the power of a local political
boss, Enoch L. Johnson, and his racketeers, on the one
hand, and the authority of the United States Government
and Federal courts on the other. The racketeers, however,
apparently had little fear even of the power of the Federal
courts. When Austin Clark tried to persuade Rubenstein
to tell the truth, the latter told himfuat he had been
assured by his attorney that if he pleaded ~ilty he
would not receive any additional punisb~ent and would
be paroled within a few months. In fact, Rubenstein
attempted to plead guilty before Judge Avis on February 7.
These men apparently believed that at the worst they
would receive only minor sentences on conviction, hOying
that their repeated appearances in the local courts as
defendants would give them some basis for contending that
they were being persecuted.

By February, 1941, the Government had arrived at
the stage of the investigation where it had to strike
a telling blow or admit failure. Everyone believed that
at last the Government had the racketeers "on the run".
It was believed and generally conceded that the racketeers
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had reached the saturation point, and that the infliction
of further punishment would break the case wide open. The
racketeers themselves had told the Government agents and
attorney that they would not go back to jail - yet they
did not tell the truth. The reason was because they did
not believe the Goverr~ent really could put them in jail.

At this time there were five Federal District Judges
in New Jersey, two having been appointed during the in­
vestigation. Judges Walker and Fake sat exclusively in
Newark and accordingly were not available to try cases
at Camden. As Judge Smith was disqualified because of
his connection with the cases as United States Attorney,
only Judge Avis and Forman were left to try the numerous
cases which the Government was anxious to dispose of
promptly.

The Goverp..ment had eleven cases scheduled for trial
on this final attack, ane it was estimated that eleven
weeks would be required to dispose of them. Judges AVis
and Forman scheduled a criminal calendar from May 6 to
June 30. This was not sufficient for the Government's
calendar and it was most important that the schedule be
completed before Summer. There was another serious im­
pediment to the Government's plans. The Government
wanted to try Zendel Friedman first, as he had a long
criminal record and there was hope that he might receive
a long sentence. That case would take at least two weeks
sitting fi~e days a week. But Judge Avis, who was to
start the calendar on May 6, had only recently recovered
from a heart attack, and could not stand the strain of a
long trial. Furthermore, he usually tried cases only
four days a week.

In view of this situation, Government counsel requested
the judges of the Third Circuit Court of Appeals to assign
a judge from outside the district to handle the pending
cases. Senior Circuit Judge BigGS replied that, in view
of the fact that there were then five District Judges in
New Jersey whom he considered able to dispose of all pend­
ing cases, he should not assign an outside judge unless
a request setting forth special circumstances was made
by the Attorney General. Early in March a report on
the special circumstances was submitted to the Treasury
vepartment. Because of the very great interest which
~ecretatrY MQrg@nt~au had shown in this situation since

e lnl ~at~d ~l1e lnvestigations~ Mr. Irey presented the
complete plcture to him as outllned in this report. The
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Secretary was much concerned lest there might not be a
successful culmination of the work which had been done
by the field representatives over the past number of
years. Accordingly, he personally requested Acting
Attorney General Biddle to make an engagement for
Mr. Irey to present the facts to him. This was done
and Mr. Biddle readily agreed to the necessity for
making this special request~ He therefore telephoned
Circuit Judge Biggs and made the request of him.

During the sprinG of 1940 (prior to this request)
the Circuit Judges had come into the District of New Jersey
to try criminal cases for several months in an effort to
bring the docket up~to-date. When they ceased sitting
as district judges there was still a great deal of work
to be done. The court therefore arranged to have district
judges from various districts throughout the United States
come into New Jersey in the fall of 1940 to try criminal
cases. Therefore, when the Government made the request
for an outside judge in March, 1941, to try the Atlantic
City cases, arrangements could not be made to secure a
district Judge from some other district_ In view of this
fact and also in the light of the unusual importance of
the cases and the uniqueness of the situation, the circ~it

judges agreed among themselves to rearrange their own
schedules in order to spare one or two judges to try the
cases.

The Final Attack

In the third attack against the numbers racket the
combined efforts of the Treasury Department, the Depart­
ment of Justice and the Courts finally succeeded. On
May 1, 1941, Senior Circuit Judge Big~s began to try the
pending cases. "There were eleven cases listed for trial:
(1) Joseph "Zendel" Friedman, income ~.ax evasion, (2)
Mar tin Mich8 el, ali as "Jack' Sou the rn", income" tax evasi on..,
(3) Martin Michael, perjury, (4) Ralph Weloff, perjury,
(5) James F. Towhey, perjury, (6) May Harris, perjury,
(7) Marie Kenny, perjury, (8) James J. McCullough, perjury,
(9) Benjamin Ravnisky, alias "Benny Ray", perjury, (10)
Joseph A. CoriO, income tax evasion, and (11) Anthony p.
Miller, Inc., Enoch L. Johnson, et als_ 1 income tax eva­
sion and conspiracy.

The whole purpose of this trial calendar was to se­
cure, through vigorous prosecution of the racketeers, the
truth about the protection money. Rubenstein and Clark
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had indicated that Friedman and Southern were two of the
principal obstacles in the way of the Government's break­
ing Weloff and Towhey. The two cases against Southern
were the weakest of all those on the list. 'The case
against Friedman was stron~ so it was decided to try
that case first. The Corio and Miller Gases were put
at the end of the list so that, if the Government did
succeed in getting evidence against Johnson, a new in­
dictment wou.ld be filed and that case would be put off
the calendar. March, 1939, the Government acted upon
the theory that Friedman was a partner with Leroy Williams
and Herndon Daniels in the operation of a night bank
which was not connected with any other banks. It would
be necessary to call over 300 witnesses to prove the
gross receipts, and even then there was very little
evidence to connect Friedman with that bank, Rubenstein
offered the Government very good suggestions, even though
he himself refused to testify. He advised the Government
to try the Friedman case first and have Austin Clark and
Herndon Daniels testify to the exact amount of the profits
of the syndicate as this would show the net profits received
by Friedman. In this way the Government had direct evidence
of the amount of net profits from the defendant's own part­
ners. In view of this new eVidence, a superseding indict­
ment was filed which resulted in a very clear-cut and simple
picture being presented to the jury in a comparatively short
trial. The racketeers received notice of the firm attitude
which the court intended to take in these cases when Judge
Biggs remanded Friedman to jail pending sentence. This
was the first time throughout the investigation that a
defendant had not been at large on bail.

When Jack Southern had been sent to jail on Feb~uary 19
by Judge BiGgs after being convicted of contempt of court,
the Government had succeeded, in getting one of the obstacles
out of the way. It was unfortunate that under the Nye de­
cision Judge Biggs felt compelled to release him on-wrlt
of habeas corpus on April 28. On May 13, Judge Biggs
dismissed the Southern contempt case at the same time
that he dismissed the Worth case, The Government did
not lose any time in counteracting this unavoidable
setback, for the grand jury indicted them both on the
same day for endeavoring to influence a juror. The most
important action of the investigation up to that time
toolc place on that same day when JUdge Biggs sentenced
Friedman to ten years in the penitentiary, fined him
~20,OOO and the costs of prosecution. Friedman had a
long criminal record, including three prior convictions

You are Viewing an Archived Copy from the New Jersey State Library



- 113 -

and more than twenty arrests. His actions throughout
the investigation, and even in court, had been so plainly
contemptuous that the sentence was more than justified.
It came as a bombshell to the racketeers as they feared
it would be the yardstick by which they would be judged.

Cir cui t Judge Alb er t B. Mar ts was ass igned to try
the next case. On the next day, May 14, the Government
began the perjury trial against James F. Towhey. A large
part of the evidence in that case was the same as had been
presented against Friedman. The manner in which Towheyls
partners, Daniels, Clark and Washington, had testified
in the Friedman case indicated definitely that the split
among the numbers backers was irreparable. On May 19
Towhey was found guilty.

With a view to keepin?; up the pressure, the Government
started the trial of Benjamin Ravnisky as soon as the
jury had retired to deliberate its verdict in the Towhey
case. It was hoped that with Towhey being convicted,
Ray (Ravnisky) would immediately plead guilty. For some
inexplicable reason, he continued to fight the case.
The Government resorted to a seldom used procedure at
tha t trial. .It had won the Friedman ancl. Towhey cases
by calling witnesses whose testimony it was known would
be helpful to the Government. The Government hoped that
the remaining numbers men would plead guilty and not go
to trial. It therefore requested the court to call as
witnesses certain numbers backers who were not under in­
dictment. The thought was that they would hesitate to
lie again and lay themselves open to another charge of
perjury, so they would be forced to either tell the truth
or claim their privilege 'agair.st self-incrimination.
At the Government's request the court called Pasquale DiCanio
and he decided to take no risks but to tell the truth.
The defense was in no position to impeach his testimony
and, as soon as he left the witness stand, Ray changed
his plea to guilty.

This move was the final break in the investigation.
Ray's attorney came to the Government office with five
of the numbers backers - Ray, Rubenstein, Abrams, DiCanio
and Towhey, and stated that the fight was over •. The num­
bers men present then stated th8t they would like to have
their sentences put over for another week in order to
give them an opportunity to soeak to certain people with
the expectation that the entire matter would be settled
once and for all. They stated that as soon as they had
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talked to these other people they would come in and tell
all about the protection money.

That same day there were other indications that the
investigation was finally about to reach a successful
conclusion. Jack Southern sent an attorney in to nego­
tiate for pleas of guilty to the three indictments against
him. The Rttor~ey spoke to Judge Maris i~ chambers and
stated that he had advised Southern to plead guilty and
that he believed that, in view of the pleas, a sentence
of a year and a day should be sufficient. The court was
informed tDBt Rubenstein had been sentenced by JudGe Avis
to tvvo and a half years on a plea of guil ty. Jude;e l\laris
indicated that probably Southern should receive the same
sentence as Rubenstein, and that he should also receive
a year on the jury tampering indictment, makinG a sen­
tence of " three and a half years. Government counsel
objected, stating that the sentence should be more severe.
The court was advised that Southern had been given an
opportunity to tell the truth the same as the others, .
and that he had consistently lied and refused to help
tee Government. It was pointed out that Southern was
willing to go to jail provided the sentence was not too
long, and would still refuse to tell the truth. Attorney
Burns argued th8t the defendants were trying to playa
game with the Government but that the Govermaent would
not play any games with the defendants, and that as far
as the United States was concerned, it must have the truth
and the whole truth, and would oppose any action by which
a defendant could If take t he rap If, yet wi thhold evidence.
The court agreed with the Governmentts position and refused
to make any commitments.

When Southern was advised by his attorney that the
sentence was likely to be a lIstiff" one, he agreed with
Towhey and Ray to arrange a meeting that night with
Nucky Johns on. Southern fai led to malee the appointmen t
but must have seen Johnson privately, for the next day
he went into court and pleaded guilty to the three in­
dictments. This action surprised Towhey and Ray as it
had been their idea that all the nuniliers men would go
to Johnson together and tell him that they could go
longer protect him. There is no question but that
Johnson must have promised Southern that he would take
care of him after he got out of jail as he refused to
make any statement to the Goverr~ent.
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On May 28 Judge Maris sentenced Southern to five
years and fined him $3,000. He told Southern that the
court would not entertain any application for reduction
of that sentence unless it was concurred in by the Gov­
ernment. Judge Maris had indicated very plainly to
Southern's attorhey that these racketeers would just
have to stop fighting the Government and would have to
come in and tell the truth.

When Jack Southern pleaded guilty on May 22, that
left only one more numbers case - Ralph Weloff. His
attorney was engaged in another trial so the Government
started on another group of cases. As stated above,
perjury indictments had been filed against two operators
of houses of prostitution durin0 the grand jury investi­
gation in 1939. An indictment was prepared against
James McCullouGh but was not presented to a grand jury
because of the pendency of the contempt proceedings.
In January, 1941, the McCullough indictment was filed.
Although no practical results were expected from con­
victions in these cases, they had to be disposed of so
the trial of May Harris was begun on May 22. The de­
fendant waived a jury and was tried by Judge Maris.
The case ended at four o'clock and the judge immediately
found her guilty. He told her attorney that she should
tell the Goverr~ent the truth if she expected any con­
sideration from the court.

The next day, Friday, May 23, the Government started
the trial against McCullough. He waived a jury and the
case was tried by Judee Maris, On Saturday afternoon,
when the staff was back in Atlantic City, Attorney Nutter
stated that Harris had been induced to cooperate and was
prepared to testify against McCullouGh. On Monday morning
tho defendant was scheduled to take the stand in his own
defense. He had already called fifteen character wit­
nesses who testified to his good reputation for trut};;r
and veracity. When his attorney learned that Harris
was going to testify Bc;ainst McCullough, McCullough
changed his plea to guilty.

A half hour later the Government started the trial
against Marie Kenny before Judge Maris and a jury, This
trial ended the next day. The jury delibera ted for twelve
hours. and then disagreed at 11: 30 p. m. 'The following morn~

ing the Goverm~ent and the court were prepared to retry the
case. May Harris again offered to cooperate and talked to
Marie Kenny who then decided to plead guilty. While it
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was quite unusual for a defendant to enter a plea of
guilty less than twelve hours after a jury had dis­
agreed in a case) it was no more unusual than a great
many other things that had happened durine the course
of this investigation.

It was decided not to start another trial the
next day because of the ~'~emorj81 Day holiday weekend,
but on Monday) June 2) the Government retried the
case against Benjamin M. Perlstein and Harry Paul.
This case ended with a conviction on June 6 after
the jury had d81iberated for 22 hours.

Thus ended a period of intense court activity
during which the Government tried seven cases in
about five weeks. Five of the cases resulted in
convictions and the defendants changed their pleas
to guilty in the other two.

The Trial of Enoch L. Johnson

May 26) 1941) was the memorable day when four '
and a half years of work by the Treasury Depar.tment}
and. more than two years f work by the Department of
Justice showed definite siGns of success. After work­
ing all day in Camden on the McCullough caso, the staff
returned to Atlantic City at night and took statements
from Towhey and'Ray. By this date the staff had been
further reduced} since Special Agent Hill) a Naval
reserve officer) had been called to active duty. Special
Agents Frank and Snyder) Revenue Agent Doxon} Attorney
Burns and stenographer Miss Geyer finally heard a wit­
ness tell where the gr~ft payments had gone. At last
the Government was in a position to trace these payments
to their ultimate recipient, Jobnson) and indict him
for evasion of his individual income taxes. It was then
learned tha t Weloff and Towlley had talked to Johnson for
about two hours and had told him that they could ~o no
further to protect him. They had told him that the Gov­
ernment had handed out jail sentences totalling 39 years}
and that they were prepared to hand out 39 more if nec­
essary to trace the protect:Lon money. This conversation
took place before Jack Southern pleaded guilty and they
pointed out to Johnson that Weloff was liable to 15 years
in jail} Southern to eleven years) and that the Government
was also going after Sam Camarota and Ray Born •. Towhey
told the agents that it had been their hope that Johnson
would plead guilty so as to save men like Southern and
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Camarota from going to jail in order to protect him.
Towhey said that he had decided thot he would be merely
a fool if he took any more punishment to protect Johnson.

On May 28, the day that Jack Southern pleaded guiltYJ
Weloff's attorney went to the Post Office Building and ad­
vised that Weloff was ready to talk. He did not want to
be seen going to the Post Office Building, so Attorney
Burns went with them in an automobile to the outskirts
of Ventnor and they stood on the boardwelk for over an
hour talking the matter over, Weloff told the entire
story of his connections with the numbers game, the
syndicate and Johnson, He asked that his indictment
be nol-prossed, but was told that that was out of the
question and on June 2, he would either have to go to
trial or plead guilty. VJ'nen the 1;1/eloff case was called
on June 2, he entered a plea of Guilty and made a state­
ment to the agents.

Taking advanta~e of the few days between trials
occasioned by the Memorial Day holiday, the staff con­
sidered plans forobtainin:; further evidence and pre­
paring an indictment against Johnson. After Weloff and
Towhey admitted they carried the protection money, every
other member of the syndicate except Jack Southern told
of everything they knew about it. The ~overnment then
had evidence that starting sometime j.n 1933 Weloff began
to collect t:?125 a week from each of the numbers banks in
Atlantic City wh~ch he took personally to Johnson. For
a while he took (~750 a v'leek, then the amount was increased
to ~?825 when a bank operating at night started to pay $75.
When the syndicate was formed in July, 1935, it started
to pay $1200 a week protection which it continued to do
up until August 1940. A new Mayor, ThoMas D. Taggart, Jr., ,
had gone into offjce on July 1, 1940, and had taken over
the police department. He imme.diately started to raid
the horse-rooms and the numbers. The numbers syndicate
stopped operating at that time and, of course, stopped
paying for protection.

There were S.everal different indictments whic h might
have been filed. The simplest one was against Johnson
alone for the years 1935, 1936 and 1937. It was also
possible to join Johnson and Southern in a conspiracy
indictment since it could be shown that Southern had
received the protection money to take to Johnson during
1938, 1939 and 1940. With direct evidence that Johnson
was receiVing protection money from the numbers racket,
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it was possible to prove by circumstantial evidence that
he received protection money from the horse-rooms through
Sam Camarota, and frem the houses of prostj.tution through
Ray Born. The Government had succeeded in tracing the
protection money from the houses of prostitution to Born,
and from some horse-rooms to Sam Camarota. Since there
was proof that,Johnson was receiving protection money
from the number8 and he was the only one in a position
to give the protection to the horse-rooms and houses of
prostitution, the inference that he got protection money
from those sources seemed reasnnable.

The staff was now working under tremendous pressure.
It desired to take advantage of the presence of Judge Maris
whose firm attitude had caused the numbers racketeers
finally to break. The Circuit Judges had insisted that
all pending indictments must be tried iwnediately and
that they would sit right into the summer if necessary
to accomplish this object. The Goverruaent either had
to obtain a new indictment against Johnson which it could
try iw~ediately, or it would be forced to try the Jo~nson

conspiracy indictment. A question then arose as to which
grand jury should be used to procure an indi6tment.

Terms of court are held in the District of New Jersey
at. C~.mden) Trenton and lJewark. There vIas a conflict in
0plnlon as to whether thA term of court in one city auto­
matically ended when a term of court began in another.
The Assistant United States Attorney who had charge of
the grand jury proceedings in the District had always
been of the opinion that tho December term of court in
Camder. ended in January when a new term of court began
in Trenton. Accordingly, whenever the December grand
jury at Camden had r..ot rinished its business by the end
of J2nuary, he had made it a 0ractice to procure an order
of the court extendinc; the term of the grand jury. This
practice led many lawyers to believe th8t the term of the
grand jury at Camden expired when a new grand jury was
sworn in at Trenton in January. Judge Avis advised Attorney
Burns that it was his opinion that the term of court at
Camden was for one year, from December to December, and
that the commencement of terms at Trenton and Newark had
no effect on the Camden ternl. There were no published
decisions covering this situation in the District of
New Jersey,
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The December, 1940, term of the grand jury at Camden
had been used to obtain several of the indictments which
had been tried, and had been conducting a John Doe investi­
gation with Johnson as its principal objective. The As- ­
sistant United States Attorney had obtained an order in
January extending the term of the Camden grand jury, but
had not obtained a further order at the time the Newark
term began in April, If his view of the law were correct,
the Camden grand jury1s term had expired in April and
could not have been used to return any further indictments.
'1'hi8 meant tha t the Government would have to travel 125
miles to Newark to present its evidence. It was decided
that there would be a tremendous psychological advantage
to continuinG the investiga tion a t Camden.· The grand
jury there was familiar with the case, the witnesses had
been broken down in the court at Camden, and the atmos­
phere there was exactly right to push the case through to
a final conclusion. With Judge Maris holdine court, the
witnesses were inclined to tell the truth to the grand
jury and not risk any citation for contempt.

The Government wished to present this important
evidence to the grand jury as soon as possible, yot
Mr. Burns had to try the Perlstein and Paul case.
Fortunately, Special Agent Frank had been appointed
a Special Assistant to the United States Attorney and
had appeared before the gr2no jury many times, so it
was decided that he should present the evidence. By
using the Camden grand jury Mr. Frank could consult
with Mr. Burns during recesses at the trial. It was
therefore decidAd that from every standpoint. it was
desirable to procurA an indictment from the O'amden
grand jury as soon as possible. Once the indictment
was filed, the Goverr~ent COUld, if necessary, secure
a superseding indjctment.

Towhey and Weloff went before the grand jury on
June 3 and other members of the syndicate followed them
in rapid succession. Since all of the numbers men who
had told about the protection money knew that they would
be called "rats" by the gamblin:.; fraternity in Atlantic
City they were anxious to get as many others to tell the
story as they could in order to relieve themselves of the
stigma. They sincerely endeavored to get Jack Southern
to testify. He finally admitted that he diet receive the
protection money from the numbers syndicate, but denied
tha t he gave it to Johns on. I twas per fee tly c leB.r ,
both to the Government and to the numbers men, that
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Southern had concocted some sort of story which he hoped
would help himself but permit him to avoid testifying
against Johnson. Southern seized upon the old ruse of
"putting it on a dead man". Frank Ferretti, Chief In­
spector of the Atlantic City police department, had died
late in 1940 and he made an ideal person for Southern to
say he had gi'ven the money to,

Wi th the numbers men breaking} it was belJ_eved that
the horse-rooms would follow suit, The agents endeavored
to subpoena Sam Camarota but he could not be found, On
June 6 a warrant was issued for him as a material witness,
It was generally believed that he had skipped town and
intended to stay away until after the Johnson trial.
With ~he conclusion of the Perlstein and Paul trial, the
Government was forced to mal~o a quick decision. There
were no other cases remaininG to be tried except lsador Worth
and the Johnson conspiracy case, Unless a new indictment - "
was procured against Johnson immedj_ately, the Goverrt.ment
would have to proceed with the Johnson conspiracy indictment;

On Monday, June 9, the staff decided to file an in­
dictment against Johnson charging him with attempting to
evade his income taxes for the years 1935, 1936 and 1937.
It was decided to limit the charge entirely to unreported
income from numbers, 8,no. the ~~28, 000 from the railroad
contract in 1935, Johnson's returns reported Hother
~ommissionsl! of ~p23,OOO for 1935, $30,000 for 1936 and
;:p28,000 for 1937. me agents had never been able to
ascertain the source of this income, The Government's
evidence showed that Johnson received 046,000 in 1935,
and $62,400 in each of the years 1936 and 1937 from
numbers. There was no way of knowins whether Johnson
might claim that the "other commissions" represented
income from numbers. It was therefore dechled to
subpoena Johnson r s secretary, I\Iaie P.:ax80n, hi s account­
ant, John M. Bewley, and Johnson himself before the
granc1 jury the next mcrnin:~. 'Special Agent Snyder
waited outside Johnson1s bungalow until one orclock
in the morning iB order to serve him,

On JunA 10, Johnson appeared at the United States
Attorney's office jn C8mden with three attorneys,
John Rauffenbart , Frederic 1'.'1. p. Pearse and Martin Bloom.
They conferred with Government counsel, and then Johnson
went before the grand jury, TIle precaution was taken of
having the grand jury vote on the indictment before
~ohnson appeared so that there could be no question about
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his testifying against himself, However, this contingency
did not occur since Johnson refused to answer questions
about the "other commissions ll on the ground that the
answers would tend to incriminate himself, Both Paxson
and Bewley testified that they did not know from what
source the other commissions came. The indictment
against Johnson was then filed before Judge Avis.

The public reaction to the filing of the indictment
was very gratifying. The staff hoped that with the filing
of the indictment and the open acknowledgment by Weloff
and Towhey that they had told about the protection money,
Camarota and Born might decide to come in. However, that
same resistance continued and the Government was limited
to the proof which it had already obtained. The Govern-
ment did not consider the case against Johnson to be
particularly strong. The direct evidence of the receipt
of unreported income was limited to three witnesses,
Corio, Weloff and Towhey. Corio had to be considered as
an accomplice and it was merely his word against Johnson1s.
There was also the possibility that Anthony P. Miller
might testify for Johnson which 'iiTould give the defense two
witnesses to the Government IS one. The defense had ample
grounds to attack Weloff and Towhey since they were both
convicted perjurers and were awaiting sentence. Johnson
could easily contend that they were testifying against
him solely for the purpose of avoiding punishment themselves. ­
However, the new indictment was considerably stronger than
the conspiracy indictment,

vVhen Johnson was called upon to plead to the indict­
ment on June 13; his attorney, Walter G. Winne, made a
plea in abatement and motion to quash on the ground that
the term of the grand jury had expired before the indict­
ment was filed. The Government immediately offered to
procure a new indictment in Newark without conceding that
the law was as stated by the defense. Judge Maris ac­
cepted this practical solution and granted the motion.
Upon the statement by the Government that a new indictment
would be procured the following Tuesday, JUdge Maris set
Wednesday as the date for pleading. The quashing of the
indictment was looked upon by the press as a great victory
for Johnson, but it was no more than an idle gesture.
Five days later he was back before the court on an indict­
ment which differed from the first one by only two words.
It is interesting to note that a few weeks later Judge Maris
wrote an opinion denying a motion in arrest of judgment in

You are Viewing an Archived Copy from the New Jersey State Library



- 122 -

the Perlstein and raul case in which he overruled his
own decision on the Johnson indictment. With the con­
sent of defense couns131, JUdge Maris set July 14 as the
date for trial.

The defense filed a demand for a bill of particulars
which was heard on June 24. The Government felt that
there was no need for concealing the facts since Johnson
already knew what the case was about and who the wit­
nesses were against him. Government counsel went to
court prepared with an answer in which he not only stated
what the items of unreported income were, but he gave the
names of the witnesses who had so testified. The court
accepted that as a complete answer and denied all other
requests.

The Government heard many rumor.s as to what Johnson1s
defense would be. One was that he would admit receiving
the money, but claim that he reported as other comissions
all that he kept for himself and gave the rest to members
of the police department who cooperated with him in giving
the numbers syndicate protection. It did not seem likely
that any policeman would take the witness stand and admit
receiving such money, but so many other fantastic things
had happened during the investigation that the agents
called in former chiefs of police, members of the vice
squad and others for questioning. Naturally, they all
denied receiving such money. Another rumor was that
Johnson would admit that he received the money, but
that it was in his capacity as secretary of the Republican
county committee - that he was solely an agent and had
expended all of the money for political purposes. It
was also learned that hundreds of people were being
called up to Johnson's office in the Guarantee Trust
Building and werl3 being asked to sign receipts. It
was being suggested to them that Johnson had given them
certain sums ,of money for political purposes during 1935,
1936 and 1937. Word came back to the staff that Johnson
had told some people that he had given them money but
they had denied it and r8fused to sign any receipt.
Such persons, however, were reluctant to admit these
facts when questioned by the agents.

The agents issued surrrrnonses, under the internal
revenue law, for some witnesses to appear at their
office in order to check deductions claimed by Johnson.
The defense endeavored to have these summonses quashed
and obtained orders to show cause from JUdge Avis on
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July 2. On that day Attorney Burns was in Newark pro­
curing a perjury indictment against Sam Camarota, In
his desire to cooperate and to speed the proceedings as
much as possible, Judge Maris went from Philadelphia to
Newark to hear argument upon this motion. Defense at­
torneys claimed that they were being harassed in the
preparation of their defense by the Government's action
in summoning their witnesses, Government counsel con­
tended that in the first place the defendant had no
legal rights in connection with any summons issued by
an internal revenue agent to any person other than
himself, In the second place, the Government had no
way of knOWing that witnesses being swmaoned were defense
Witnesses. The court denied the motion to quash and the
Government agrl3ed not to have the internal revenue agents
surnmon any wi tne s 39 s who were to be called by the defense.
The court directed the defense to give the Goverrunent a
list of the witnesses they intended to call, This unusual
order was agreed to by the defense and thus gave the Gov­
ernment an opportunity to learn in advance who the principal
defense wit~esses were to be,

The jury panel Which had been dra%1 at the beginnil~

of May ordinarily would have tried the Johnson case, The
Treasury agents had made a careful check of those jurors
and had ample information to guide the Government in select"
ing the jury at the Johnson trial, However, Judge Maris
ordered a special venire drawn which meant that an entire
new check would have to be Ti10 de. The Federal Bureau of
Investigation was requested to investigate the jury panel,
as it had done on prior occasions, but reported it was
unable to do so, with the result that the Treast~y agents
had to conduct it.

Special Agent Snyder started to make this investigation
one week before the trial and uncovered evidence of a gi­
gantic conspiracy to tamper with the Zendel Friedman jury.
This new development was very disturbing, Prior to the
Friedman trial in May, there had been citations for con­
tempt against six persons for jury tampering, three of
Whom had been found guilty and two of whom had been sen­
tenced to jail. The tremendous pUblicity attending these
contempt cases seemed to be enough to stop all such corr
duct in the future. One of the nersons convicted was
Jack Southern, a partner of Friedman. Friedman himself
was under suspicion but no evidence had been obtained
against him. It was amazing, therefore, to learn that
all the contempt actions and sentences had no deterrent
effect whatever upon Friefuaan. With the Johnson case
only one week off and ±nsufficient time to make a proper
check of the pane1 1 the staff was greatly disturbed.
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On Sunday, July 6, one of the jurors in the Friedman
case made a statement that he had been offered a bribe
by Zendel Friedman and one Barney Marion. Two days later
Special Agent Snyder took a statement from a second juror
on that case who admitted he had been offered a bribe,
TI1e following day Snyder found a third juror who had
been offered a bribe and obtained a confession from the
person who made the offer, These developments in the
midst of the last week prior to the Johnson trial threw
the office into a bedlam, It was difficult to concen­
trate on the preparation of a trial brief, to interview
witnesses and to plan the course of the trial when new
evidence was coming in every day of flagrant efforts
to obstruct justice by jury tampering. If they had gone
to such lengths to protect one numbers racketeer, to
what lengths VJould they go to protect tlJ.e "boss". The
livelihood of every racketeer in Atlantic City was at
stake in Johnson's trial, Even without Johnson's knowl­
edge some of them might try to bribe jurors. .Tl1ere
were a hundred persons who might do anything to keep
Johnson from going to jail so that they could rely
upon him to protect them in the operation of their ovm
illegal enterprises, .

On Wednesday, July 9, only five days before the
trial was to begin, the staff decided that the sudden
arrest of the defendants in this jury tampering con­
spiracy might frighten off any possible attempt to
approach the Johnson jury, It was also believed that
if any jurors had already been approached, the reali­
zation that the Government was hot on the trail would
stop any improper action. United States Commissioner
C. Bruce Surran issued warrants, and Deputy United
State Marshals Seaman and Foley were called from Camden,
With the aid of the deputy marshals, Special Agents Frank
and Snyder arrested Barney Marion and one Elmer Craig,
who worked as a part-time constable at Haramonton. Craig
implicated Joseph Testa, a turnkey at the Mays Landing
County Jail, Testa was on guard duty at the jail that
night until midnight. A warrant was issued fo!? him by
the commissioner at 11:15 P, M., and he was arrested at
the jail by Special Agent Frank and Deputy Seaman,

The newspapers did not know what case was involved
in the jury tamperinc conspiracy and inferred that it
was the Johnson case •. The next day Johnson's attorneys,
Who were very much disturbed about the turn of events,
requested JUdge Maris to lock up the jury during the
trial, They did not know that Government counsel had
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already made a similar request. The Government was satis­
fied to have the defense make the request because it in­
dicated that there would be no attempt to tamper with the
jury. Their reason for making the request was because
they feared that publicity which would accompany the trial
might affect the jurors.

On Saturday, JUly 12, two days before the trial, the
jury tampering came closer to Johnson. Testa signed a
confession in which he admitted that Louis Kessel was the
one who asked him to approach a juror. Kessel was
JOhnson's valet and bodyguard and had been for several
years. He was arrested by Deputy Marshal Stanley Seaman
at Johnson's bungalow in Johnson's presence. This action
was an exciting prelude to the trial.

The trial of Enoch L. (Nucky) Johnson began on
Monday, JUly 14, 1941, in the United States District
Court at Camden, New Jersey, before Circuit JUdge
Albert B. Maris. The case had received so much attention
from the press that special tables had to be erected in
the courtroom to accommodate thirty reporters and admis­
sion passes were issued. The Government started the trial
with great misgiVings as to the outcome. The entire south­
ern part of New Jersey from which the jury panel had been
drawn was strongly Republican and it seemed impossible
to pick a jury vrhich would not lean toward Johnson. 'The
process of selecting the jury took the entire first day
of the trial. The jUdge examined each juror individually
under oath. Since the court intended to keep the jury
locked up for the duration of the trial, many suitable
jurors were excused because their businesses would suffer
during their absence.

When the challenging ended and the twelve jurors
were sworn to try the case, an unusual incident occurred.
The Government had considered challenging juror No. 12
because he was wBrried to the former wife of a Govern-
ment informer. Government counsel called this to the
attention of the court and defense counsel but they
declined to consent to excus lng him. The Government
at that point had one peremptory challenge left and
decided not to use it. After the jury had been sworn,
Mr. Rauffenbart, one of the defense attorneys, informed
the court that he had suddenly remembered that the
juror's wife had requested him to represent her in
the divorce action against the Government informer.
The Government counsel then claimed that if this fact
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had been known he would have challenged that juror. It
was then decided that the Government should be permitted
to exercise the challenge and the juror was excused, even
though he had been sworn. The entire panel of 54 jurors
was exhausted by the time the two alternates had been
chosen.

The nAxt morning defens8 counsel claimed that juror
No.4 had expressed an opinion to another member of the
panel that ~veryone in her community thought Johnson was
guilty and that she thought he was, too. Thereupon the
court excused juror No.4 and substituted an alternate.
This rr~de the third time that a panel of twelve jurors
was sworn before the case finally got under way. The
juvy that tried the case consisted of ten Republicans
and two Democrats. Many of the Republicans were members
of political clubs, four were county committeemen and
two were office holders.

Having heard that Johnson intended to claim that
he had expended for political purposes a large part of
the money received from numbers, the agents decided to
question as many persons as possible with reference to
these alleged deductions. Five additional special agents
of the Intelligence Unit had been sent to Atlantic City
just before the trial to assist in checking the jury
panel. There was very little time left for the~ to be
used for ~hat purpose but use was made of them to serve

. summonses and interview witnesses, One hundred and
twenty-five persons were summoned to the Fost Office
Building in Atlantic City. The defense im~ediately

endeavored to obstruct the agents in their investigation.
They posted a man in the Post Office Building Who knew
most of the witnesses and he told them that they did
not have to appear. When the agents noticed this they
warned the individual that he was guilty of a criminal
offense in obstructing the investigation of the Treasury
Department. He claimed that he was acting under orders
of defense counsel,

Government cour.sel informed Judge l'laris of this
incident and he ordered defense counsel to desist. M~en

they accused the Government of trying to harass them in
their defense, Judge Maris stated that it was the duty
of persons who received revenue agent summonses to answer
them and that the defense should not be concerned because
all the witnesses had to do was to tell the truth. The
jUdge said he did not see Why the defense was objecting
to witnesses' telling the Government the truth. The ef­
forts of defense counsel to obstruct the agents, and their
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aruriety with respect to the taking of statements from
prospective defense witnesses by the Government indicated
that Johnson did not have a legitimate defense.

Former JUdge Corio vms the principal wi tness in the
fir s t part of the Government I s ca se • For year s t~1.ere had
been rumors that Johnson was a silent partl1.er in Anthony p.
Miller, Inc" and used his political influence to obtain
contracts for it. Now for the first time evidence v!hich
proved the truth of those rumors was produced in open
court. Corio testified that he had been associated with
Johnson politically for 25 years and that he was nost
active in connection with Italian-Americ~nRepublican
organizati ons. He sta ted that through Jphnson IS influ­
ence he became assemblyman, recorder and finally Common
Pleas jUdge. In 1933 the State Public Utility Commission
ordered the two railroads serving Atlantic City to con­
soli&.te, r/hich VJaS done under the name of Pennsylvania­
Reading Seashore Lines, Inc, The order required the
erection of a new union railroad station. Because of
the depression every contractor in South Jersey was
anxious to get that job~ Anthony P. Miller was a
competent engineer but was comparatively unknovffi,
Being related to Miller by marriage, Corio agreed to
get Johnson to use his political influence to obtain
business for Miller in return for a share of the profits.
Up until 1933 Johnson had been receiving 50% of the pro­
fits of the company. Corio requested Johnson to get the
railroad station contract for Miller, and offered him the
usual 50% of the profits.

Johnson was in a position to dictate who should
receive the contract. Under a New Jersey statute the
railroad was required to pay half the cost of construction
and the State Utility Commission the other half.
Harry Bacharach, the Mayor of Atlantic City, was also a
public utility commissioner and had to take orders from
Johnson. State legislation was required in connection
with the project and the President of the Senate was
from Atlantic COill1ty. Approval of the city commission
had to be obtained in order to locate the railroad
station and right of way at a certain poiht. Johnson
dictated to the city cownission. The railroad officials,
being practical men, always endeavored to satisfy the
local authorities and politicians, provided the work
was done by a competent engineer. There was no question
as to Miller's competency, so the setup for Johnson was
perfect. There were many delays before the contract was
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finally awarded. These caused Miller to become so nervous
that he authorized Corio to increase Johnson's percentage
to three-fifths of the profits and Miller finally received
the contract.

TJ:1e contract was on a fixed fee basis - also commonly
called a cost plus contract. Under this arrangement Miller
submitted bills each month and received from the railroad
payrrlent for the sums e:;:pended plus a small percentage of
the profit to cover his overhead. The contract provided
that the profits should be retained by the railroad until
the completion of the entire job since there were clauses
for penalties and awards, After the first month of work
under the contract and Miller received his first check,
Johnson asked for his share of the profits, Vfuen Miller
tried to explain to him that Johnson could not get any
of the profits until the entire job was completed, which
would be at least a year, Johnson thought Miller was try­
ing to doubl'3-cross him and became very angry. In
January, 1934, Johnson insisted that a contract be drawn
up providing for his share of the profits. Since Corio
was close to Miller, Johnson decided to have his own
attorney act for him and sent Judge Lindley Jeffers to
Corio's office. There a contract was drawn up providing
that Johnson would receive three-fifths of the profits
from the railroad job. Miller was tax-conscious and
insisted that the contract provide for the payment of
taxes by the corporation on the entire profit from the
job, that the corporation would then declare to Miller
as sole stockholder all of the profits as dividends,
that Miller should then report upon his ovm individual
income tax returns these diVidends, pay the taxes and
surtaxes thereon, and after this was all done, Johnson
would receive three-fifths of what remained. Johnson
insisted that his name be kept off the books of the
corporation as he did not want it knovm that he was
participating in its profits.

Judge Jeffers know tl~t evidence of this graft
contract was very dangerous and requested Corio1s
secretary to use a nevI stenogl~aphic notebook in taking
the dictation about the contract and to destroy it after
she had transcribed her notes. Fortunately for the
Government, the girl did not appreciate the reason for
this request and, since she had just started a new book
she put j_n tha t same book Jeffers I dicta tion of the graft
contract. This notebook arose to plague Johnson at the
trial.
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When the railroad station was finished in September, 1935"1
Miller was unable to obtain his entire profits due to ac­
counting difficulties between the railroad company and the
utility coramission. He did succeed in getting an advance
of $70,000. It was decided that $60,000 would be split
up among Johnson, Corio and Miller. In accordance with
~he original contract, if the corporation reported the
$60,000 as profits, paid the taxes, declared the balance
to Miller, and then Miller paid the surtaxes, more than
half of the money would have been used up in taxes due
to the high surtaxes on Miller. Miller then devised a
scheme to evade taxes on this item by having the corpora-
tion pay the $60,000 to Corio in the guise of a legal
fee. This would enable the corporation to save approxi-
mately $11,000 in taxes, and the surtaxes on Corio were
much less than on Miller. Miller had two checks dra~m

to Corio's order, each for ~30,000, and the two went
to a bank in Atlantic City where the checks were cashed.
A computation was made of the amount of tax that would
hav~ to be paid by Corio on the ';~60,000, which amounted
to ~p13,220. This left appr?ximately ~~47,000 to split
up. Miller gave Corio the $13,220 to pay the tax and
approximately $9,000 as his share of the profits. They
then went to Johnson's bungalow vrrlere Miller gave Johnson
$28,000 in cash. In view of the change in plan Miller
insisted that Johnson give him his copy of the contract.
Miller then tore it up in small pieces and flushed it
dovm the lavatory.

At the trial Johnson took the position that there
was no such contract between Miller and himself and
that he never received the $28,000. He felt safe in
taking that position since he knew that only two copies
of the contract had been made and that his had been
destroyed. The other copy either was in Miller's
possession or had been destroyed by Miller. ,Since
Jeffers had no doubt told Johnson that he had requested
Corio's secretary to destroy the notebook, Johnson
figured that the Government had no copy of the contract.
Vmen the defense had d~manded a bill of particulars,
the GoverQment filed an answer stating that it intended
to prove that a contract had been signed by Miller and
Johnson. The defense attorneys demanded that they be
permitted to see the contract, but the court refused
to grant therff]uest. Defense counsel went to the Depart­
ment of Justice in Washington and endeavored to learn
there viI'hether or not the Government really had the contract.
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An indication of the falsity of the defense which Johnson
presented in court is that his attorney offered in
Washington to plead Johnson guilty if the Government
would show him the contract. Johnson was not concerned
with the facts - he was only worried about the evidence.
If the Government had the contract, then he would admit
it; if the Government did not have it he would deny it.

At the trial the defense VTaS shocked when Corio
testified that he had had his secretary make an exact
copy of the signed contract contrary to the expressed
wish of Miller that no copy be made. Of course, this
did not have signatures on it and the defense would
have liked to claim it was a concoction of Corio IS,

but the stenographic notebook had in it, interspersed
among many other notes relating to entirely different
matters, the exact wording of that contract.

vVhen Johnson took the stand in his own defense he
told a very strange story. He admitted that he had
recommended Miller to the Chief engineer of the Pennsylvania
Railroad, and that he had spoken in his behalf to others.
He denied that he entered into any contract with Miller
but admitted that one day Jeffers came to him and told
him that Miller wanted to give him a share of the profits
from the railroad station job, but that he said "that's
out". He wanted the jury to believe that, although he
had used his political influence in Miller's favor, he
refused to accept payment for his services.

The second phase of the case dealt with the pro­
tection money from the nllinbers racket. The first wit­
ness for the Government was Ralph We10ff who had made
the initial arrangement with Johnson. He testified
in plain words that in 1933 he went to Johnson and told
him that the numbers men wanted to pay him for the priv­
ilege of operating, Gambling is prohibited by the con­
stitution of the State of New Jersey and there are on
the books statutes making it a criminal offense to
operate a lottery or numbers game or horse race betting
room. We10ff testified that he told Johnson the numbers
banks were willing to pay him $125 each per week to
protect them from molestation by the police. For this
sum, Johnson was also to protect the business of the
numbers men from competition by persons from out of
town. Weloff testified that if any numbers bank had
too many arrests, they would complain to him and that
he would pass on the complaint to Detective Ralph Gold,
who was in charge of the Vice Squad. Gold would see that
the arrests stopped•.
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Herndon Daniels testified that he began to operate
a numbers bank at night in addition to the bank he was
operating in the daytime. He was paying $125 a week
protection for the day bank but nothing for the night.
The police started to make arrests of Daniels' night
workers so Daniels complained. Arrangements were then
made through Gold to let the night bank pay $75 a week
for protection.

In July, 1935, the numbers banks formed a sy.ndicate,
There had been seven banks operating in the daytime and
one at night, and they pooled all their business and
divided the profits equally among the eight banks. The
syndicate wanted to have two men to take the money to
Johnson in order that one might not get too strong,
so they appointed James Towhey to alternate with Weloff
in carrying the money to Johnson. Both of these men
testified that they went to Johnson, told him about
the organization of the syndicate, received his approval
for it, and told him that, since they would be able to
make more money running as an organization, they would
be able to pay him more money. From that time on they
paid Johnson $1,200 a week. Just prior to the formation
of the syndicate the numbers banks had been competing
with one another and the price war had been going on.
Because of this, none of the banks were l~king any money
and they stopped paying protection. As soon as they
stopped paying protection tho police started to make
arrests. When the syndicate was formed in JUly, 1935,
and they started to giv9 Johnson $1 1 200 a week, the
arrests ceased and there were no arrests from that time
until near the end of 1937, as far as the numbers were
concerned.

Weloff had other duties for the syndicate in ad­
dition to handling the protection money. He was the
general contact man and took care of contributions to
the police department, fire department and charitable
institutions. About November 1, 1937, some of the
numbers backers became dissatisfied with Weloff!s
handling of these matters, claiming that he gave away
too much money. The organization voted to take the
jOb away fro~ Weloff and give it to Jack Southern.
Weloff did not want to give up this contact with Johnson
so he Vlent to Johnson and told him about the change.
Johnson told him to let it go at tbat as Weloff could
always COMe to see him.
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When Weloff and Towhey first told the agents about
the protection money, they were not sure of the date when
Southern had taken ove~. There had been some suggestion
that the change had taken place in the spring" of 1936.
Prior to the filing of the indictment most of the numbers
backers had gotten together to try to recall the date and
it was" definitely established to have taken place in the
fall of 1937. The one who insisted more than any of the
others that the date was November 1 was Jack Southern
himself. While Southern admitted that he handled the
protection money after November IJ 1937, he insisted
that he never gave it to Johnson but gave it to
Inspector Ferretti who is now dead. Since Southern
stuck to that story, the Government did not indict
Johnson for the years 1938, 1939 and 1940.

In preparation for trial Johnson probably conceived
various defenses which might be used, none of which was
based on fact, but designed to meet the Government's
proof depending upon how much the Government succeeded
in getting into evidence. Welof~ as the first Govern­
ment witness from the numbers racket, was subjected to
terrific cross-examination in an effort to establish
that he carried the protection money to Johnson only
until March, 1936. The Government called twelve numbers
racketeers, all of whom testified about the protection
money. After Weloff had concluded his testimony the
defense tried with the next three or four witnesses to
establish that Jack Southern had taken over handling
the money in March, 1936. When the defense saw that
they were not making any headway and Jack Southern
himself admitted that he did not take over until
November 1, 1937, they decided to admit receiving the
protection money until the latter date.

Nothing could have shown more clearly that the
defense was a pure concoction than this maneuver.
If Johnson had succeeded in establishing that Southern
took over in March, 1936, he then would have denied
receiving it after that date. This would have required
the dismissal of the third count in the indictment and
weakened the second count almost to the point where it,
too, might fall. The first count was weak anyway since
the defendant had reported a net loss of $56,000 and
the Government was able to establish only $18,000 income
above the loss.
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Failing to shake the testimony of the Government
witnesses that Johnson actually received the money for
the three years under the indictment, the defense then
endeavored to show that they were not for protection
but were really political contributions to Johnson for
the benefit of the political organization. To counter­
act that defense the Government showed that in addition
to the $1,200 weekly paYment to Johnson for the specific
purpose of protection, the numbers syndicate was asked
by Johnson to contribute money to the political campaigns
at every election - and these occurred once or twice
every year. The numbers men testified that they did
make political contributions to both the Democratic
and RepUblican organizations.

The defense changed from day to day and Johnson
was gradually forced to retreat from various positions
which he had tried to establish. In his opening to the
jury at the beginning of the presentation of the defense ,
Johnson's attorney, Mr. Winne, said Johnson would admit
that he received the 'money from numbers and prove that
he had used a large part of it IIfor the purpose for which
it was given himtr , and that he had "appropriated" the
balance to his own use. He said Johnson would show that
he had reported on his income tax return as "other commis­
sions rt this balance. Winne told the jury that he would
produce pUblishers' of three small newspapers who would
testify that they received money from Johnson for the
purpose of making things easier for the numbers man
and so that they would refrain from pUblicizing the
game and thus injuring it. At the time Winne was making
the statement, it did not seem possible that any news­
paper publisher would openly admit in court that he ac­
cepted money in order to keep him from printing stories
about violations of the law. It was not surprising,
therefore, when those publishers took the standi that
they denied upon cross-examination receiving money for
such purposes and denied knowing that any of the money
they received was from the numbers syndicat~. Their
testimony, however, did show the corrupt political
methods used by Johnson since they admitted that they
received the money for the purpose of pUblicizing
Johnsonfs personal political organization and that
their editorial policy was favorable to Johnson's
candidates.
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The trial was one hard battle from start to finish.
The first witness on the stand was from the office of
the collector of internal revenue and merely introduced
the returns into evidence. The second witness was
Miss Paxson, Johnson's secretary, 'and the falsity of
the defense appeared immediately. Miss Paxson had testi­
fied before the grand jury that she had nothing to do
with the "other commissions" and did not know how it
was computed. When questioned by the Government on
direct examination she claimed that she had received
some slips of paper from Johnson throughout the years
in question which were given to the accountant,
Mr. Bewley, at the end of the year, and that these
slips, when totaled, constituted the amounts shown
on the returns. The Government pleaded surprise and
cross-examined her.

The perjury of the next witness, Bew~ey, was even
more flagrant. Before the ~rand jury he had testified
that the !lother commissions was a lump sum figure
given to him orally by Johnson and that he did not
have any break-down for the figure or any information
as to the source of the income. When he testified at
the trial that the "other commissions" were computed
by him from slips SUbmitted by Miss Paxson the Govern­
ment again claimed surprise. The perjury committed
by these two Witnesses, employees of Johnson, at the
very beginning of the case set the tempo for what
followed. This immediately showed what tactics the
defense would resort to.

When the defendant, Johnson, took the witness
stand, the public was treated to a spectacle perhaps
never before witnessed - a political boss openly ad­
mitting in court that he received payments from an
illegal racket to use his political influence in their
aid. Johnson admitted that the money was given to
him in order to help him elect city commissioners and
other officials who would follow his policy of liber­
ality in permitting gamblers to operate~ The Government
had not only proven the link between crime and politics,
but had forced the political boss to admit it. Although
he admitted receiving every dollar of the money which
Weloff and Towhey testified they gave to him, he con­
formed his own testimony to that of Jack Southern by
denying he received any money from Southern. In only
one essential point did Johnson1s testimony differ from
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that of Weloff and Towhey. He denied that it was given
to him for the specific purpose of protecting them from
molestation by the police.

The Government had produced William Sheppard, a
colored chauffeur and bodyguard to Johnson during the
years involved in the indictment. He had testified
that the chief of police and members of the vice squad
were frequent visitors to Johnson's bungalow and that
"almost every cop in town" visited Johnson at some time.
Johnson admitted that pelice officers did come to his
bungalow but claimed that it was solely for political
purposes and that he did not give them any orders to
refrain from arresting the numbers men.

The political and moral philosophy of Johnson was
demonstrated by his bland admission that he did not con­
sider the numbers game illegal "unless they got caught".
On cross-examination Government counsel took him over
the story of his connection with the numbers racket year
by year. He claimed on direct examination that when
Weloff and Towhey stopped bringing the $1,200 a week to
him about November 1, 1937, he did not receive it from
Jack Southern or anyone else, thereafter. He further
stated, in answer to questions by the court, that he
made no inquiry to ascertain why they stopped bringing
the money to him, although he had supported his political
organization for five years entirely from this source.
On cross-examination Johnson was asked if he received
any money from the numbers game in 1938 and he said
"yes H

•. This answer caused consternation among defense
counsel and they objected strenuously to the Government's
asking any questions about the year 1938. When the court
overruled their objections and stated that the Government
was entitled to question Johnson about 1938 in order to
attack his credibility, particularly with reference to
his claim that he did not receive the money after
November 1, 1937, the defense counsel made the very
damaging admission that to answer such questions might
incriminate Johnson. Thereupon, in reply to all questions
with regard to 1938 Johnson claimed his privilege against
self-incrimination.

The theory of the defense was that Johnson was in
the business of politics. As' a politician he maintained
a personal organization which was used to elect public
officials and the regUlar Republican organization was
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considered merely supplementary to his own. Most polit­
ical contributions were expected to come to the boss,
rather than to the treasurer of the county committee.
Defense counsel brazenly told the jury that Johnson
needed "plenty of oil to run his political machine".
Johnson contended that the numbers men gave him the
$1,200 a week with the sole objective of helping him
stay in power. Therefore, he claimed every dollar that
he spent for the purpose of maintaining himself in power
was a proper deduction from this income. He produced
about 800 receipts which purported to have b~en signed
during 1936 and 1937 varying in amount from ~2.00 to
$1,200, None of them stated from whom the money was
received or for what purpose. Johnson testified that
whenever anyone wanted five dollars from him to buy
some coal or pay a doctor bill he would give it to them.
Some of the receipts showed that they were from clergymen
and in one instance Johnson paid for an orchestra at a
New Year's party. He claimed all these expenses were
proper deductions on his income tax return.

This line of defense was intended to influence as
many of those RepUblican jurors as possible. Another
effort along this same line was the calling as character
wi tnesse s of former Governor Harold G. Hoffman and former - _/
Uni ted State s Senator David Baird. Wi th the jury locked ;1

up for the duration of the trial it was only natural that ~

word should leak out from time to time as to their attitude. ~
The rumors were all unfavorable to the Gov~rnment. Just
before summations the foreman of the jury sent word to
the jUdge through a bailiff that one of the woman jurors
who was a county committee-woman and who was very active
in RepUblican politics, had stated that she had received
campaign contributions which she had not reported on her
income tax return and indicated that she did not think
Johnson should be held to account for what he received.
The jUdge called this to the attention of counsel for
both sides and stated that they should avoid any reference
in summations which would indicate that they had received
the information. Despite this direct warning from the
court, Mr. Winne, in summing up for the defendant, looked
right at that juror and said that he knew lots of polit­
ical workers who received money to spend for the organiza­
tion and that if Johnson could be convicted, anyone in
a similar situation could be.
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Government counsel and Judge Maris were so astounded
when they heard this that they did not know what action
to take and remained silent. However, when Mr. Winne
fini~hed his summation, he was called to the bench by
JUdge Maris and told that the court considered his re­
marks a breach of the confidence of the court, and so
prejudicial to the Government that he would offer the
Government a mistrial if it wished it. After consulting
with the staff, Mr. Burns decided that having gone that
far into the case"and the Government's case having stood
up so well, it was practically impossible for that jury
to acquit Johnson. Accordingly, he declined the offer
of a mistrial and prepared his own summation in a manner
which designed to counteract that of Mr. Winne.

On Friday, July 25, 1941, at 12:10 p. m., the jury
retired to consider their verdict. The Government had
spent four and a half years to produce the evidence which
was before that jury, yet no one on the staff was opti­
mistic about the outcome. The staff prepared for a long
vigil, expecting that the jury would probably argue for
two days before they would either agree or decide to dis­
agree. It was a pleasant surprise for the Government,
therefore, when at 5:10 p.m. a deputy marshal announced
that the jury had reached a verdict. The Government agents
and attorneys knew from their experience that no jury
could have disregarded the strong evidence presented by
the Government and acquit the defendant in so short a
time. The defense were unprepared for this speedy verdict
and Johnson was not even in the courthouse. Only one of
his staff of four attorneys was in the building.. There
was a very tense atmosphere in the courtroom while the
jury sat in the box for about ten minutes awaiting
Johnson's arrival. Surprising to say, the most anxious
persons in the courtroom were the reporters for the
afternoon newspapers who had a 5:30 deadline. Johnson
accommodated them, however, by arriving at 5:20 so that
they were able to get their story in the evening editions.

Even though the staff was confident that the verdict
would be guilty, they were greatly relieved when the fore­
man stood up and drew from his pocket a piece of paper
upon which had been written the verdict, for this could
mean only one thing - a split verdict. Johnson may have
derived some satisfaction from hearing the foreman say
" no t gUilty" on Count One, but the announcement of "guilty"
on Count Two spelled success for the Government. It made
no difference then what the verdict was on the third count
except that the announcement that Johnson was guilty on
that, too, added to his punisrunent.
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The verdict naturally created a sensation. The
political boss who had exercised absolute power over
thirty years had finally been convicted. To the citizens
of Atlantic City, the State of New Jersey, and the country
at large, came the satisfaction of knowing that the United
States Government could deal with any law violator, no
matter how powerful he might be.

Following the conviction many believed that Johnson
would never really go to jail. It did not seem possible
that the influence which he had exerted for thirty years
would now fail him when he needed it most. But on
August I, 1941, when Judge Albert B. Maris sentenced
Johnson to serve ten years in the penitentiary and to
pay a fine of $20,000 and the costs of prosecution, the
myth of Johnson's invincible power was ended for all time.
This time the courts, too, acted firmly and Johnson found
himself in jail that very night. The very careful manner
in which JUdge Maris had ruled on objections during the
course of the trial made it impossible for the defendant
to point out to the Circuit Court of Appeals any sub­
stantial question which would justify releasing him on
bail pending appeal.

The impression that the long investigation made on
JUdge Maris is indicated by his statement when he sen­
tenced Johnson, as follows:

"What the Court has before it this
morning is not the conduct of this defendant
in public life, nor is it to consider the
question as to whether gambling or other
forms of illegal enterprises should be carried
on in Atlantic City. He has been convicted by
a jury of the charge of cheating and defrauding
the United States of income taxes. That is the
matter with which we are concerned here. ·It is
a serious crime, and serious crimes are only
too apparent to us these days when the need of
the United States for revenue is so obvious.

UIn passing sentence on any defendant
there is a discretion imposed in the trial
jUdge. The statute, as in this case, normally
provides for a maximum, and it is for the judge
to decide within those limits what penalty
should be imposed. In determining that it seems
to me that it is necessary to consider any and
all circumstances which may mitigate the crime,
and any and all circumstances which may aggravate
the crime •.
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"Now, in mitigation, it appears here
that this defendant's activities have been
helpful to many people. He has been very
charitable and spent of his funds largely
upon those who needed help, as well as in
other ways. I am satisfied from the evidence
and from the investigation that I have been
able'to make, that he has made large expend­
itures and helped many people. I am also
satisfied that he has done that from selfish
motives for the purpose of perpetuating his
own political power, and that he has made
those expenditures out of funds which per­
sonally were no sacrifice for him to pay.'

"Now, on the other side of the picture,
it seems to me there are at least three fac­
tors in aggravation which the Court ought to
consider. This defendant is and for many
years has been a leader in political life
in his community,' In our republic the
people can only act through leaders, and
if our republic is to function and democracy
is to be preserved, those who aspire to leaderM

ship in public life to lead the people around,
must and do assume certain responsibilities
over and above that of the ordinary citizen.'
Certainly one of those responsibilities,
the highest and strongest, is to be exemplary
in the matter of obeying the law" and as I
see it, this defendant had a particular
responsibility, as perhaps the leading citizen
in pUblic life in his community, in being an
example to those whom he was leading in regard
to his obligations to the Federal Government.
In that responsibility he has not been exemplary
in obeying the laws. On the other hand, the
jury has found, and I think quite properly,
that he had set them an example of cheating
and defrauding the Government" which iSj to say
the least, shocking.

"There is another circumstance I cannot
overlook in aggravation, and that is that this
defendant I am satisfied wilfully perjured him­
self on the witness stand in this court at his
trial~ Not only that, but he" during the period
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of time that this matter has been under
investigation, has, I am satisfied, to
take the responsibility for having caused
many other persons to commit perjury,
perjury the only purpose of which was to
protect this defendant from being detected
in this crime. Some of those persons are
now serving prison sentences for perjury,
which had no other purpose than to protect
this defendant".

The Friedman Jury Tampering Conspiracy

The conviction of "Nucky ll Johnson did not end the
investigation. There was no longer any doubt that Johnson
had received graft payments from houses of prostitution
through Ray Born, and from horse-race betting rooms through
Samuel Camarota. However, their perjury had kept this'
evidence from the trial. Camatora had been indicted for
perjury on JUly 2, 1941, at Newark, and was a fugitive
from justice. ;The Government still had to deal with the
perjury of Ray Born and the gigantic jury tampering con­
spiracy which had been discovered the week before the
Johnson trial.

On August 6, 1941, Special Agents Frank and Snyder
renewed the investigation of this jury tampering con­
spiracy. They had already arrested Joseph Testa,
Bernard Marion, Elmer Craig, Louis Kessel and Abe Parzow.
The agents felt that to follow the trail from each juror
who had been approached through the various persons in­
volved in each of the approaches would require the as­
sistance of persons who would themselves ultimately be
defendants. They knew it would be necessary to obtain
confessions from some conspirators and induce them to
cooperate in order to obtain evidence against or admis­
sions of the others. They decided to try to arrange
meetings between the jurors and the conspirators and
used dictaphone equipment to record the conversations.
Special Agent William Mellin, a technical expert of
the New York Division, was assigned to install and
operate this technical equipment, Special Agent
Michael F. Malone was also assigned to assist in this
investigation.
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The agents had dropped the investigation prior to
the Johnson trial, at the point where juror John Z.• Campbell
had made a statement admitting that one Russell Sturges
had approached him. On August 6,Special Agent Synder
interviewed Sturges and obtained a confession. He said
that he had made the approach to Campbell over the tele­
phone at the request of his friend, William G~ Lodge.
Lodge had later come to his house with three rough-looking
men whose names he did not remember.. The agents decided
upon a plan which they hoped would enable them to trace
this approach back to its original source. The inabil-
ity of Sturges to identify the three men who had been
with Lodge made the task difficult. Arrangements were
made with Sturges to install a di~taphone in his house
in order that the agents might overhear a conversation
between Sturges and Lodge. The meeting was arranged
for the night of September 3, 1941. The agents, located
in the basement of Sturges' house with dictaphone equip­
ment and recording apparatus, heard Lodge attempt to
convince Sturges that he should deny to the agents that
he was implicated and had telephoned to Campbell. Lodge
suggested that if Sturges were questioned he should say
that some unknown individuals had come to his house and
asked permission to use the telephone but that he did not
listen to the conversation. Two of the agents then left
the listening posts and went into the house through the
front door, acting as though they had never met Sturges
before. After questioning both Sturges and Lodge, Lodge
finally confessed. 'Lodge admitted that he had become
involved in the conspiracy at the request of Max Glickman,
but was unable to identify the other two men who had been
with him. On September 4 the agents installed a dictaphone
in Lodge1s home and arrangements were made for Lodge to
call Gl·ickman over. Glickman arrived about midnight and
had a long conversation with Lodge, during which he ad­
mitted his part in the conspiracy. The agents did not
confront Glickman immediately but permitted him to leave
Lodge's house and go to his own. The agents then called
upon Glickman and confronted him with the facts. He
broke down and confessed. He identified the two men
who had been with him as Parzow and Charles Brecker.
Glickman admitted that he had been approached in the
first instance by Thomas J. Ritchie, a New Jersey State
Trooper. A dictaphone was installed in Glickman's house
and Ritchie was called over there, but due to certain
mechanical difficulties and the fact that Glickman ex­
citedly kept talking at the same time.Ritchie did
prevented the agents from getting any admissions.
Brecker, a bail bondsman, declined to appear when
requested by Glickman.
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The successful efforts of the agents in obtaining
confessions from some conspirators and getting them to
testify against others, resulted in 8n indictment on
October 15, 1941, of twelve persons in what was probably
the largest jury tampering conspiracy on record in Federal
Courts. The incredible extent of the conspiracy is in­
dicated by a consideration of the station in life of
the various conspirators, Joseph "Zendel" Friedman1

the ring-leader, was tryinG to escape punishment for
his own offenses of income tax evasion. He had a
record of three convictions on charges of liquor law
violations, stealing automobiles, and assault with a
gun, and about twenty arrests in connection with the
operation of houses of prostitution. His common-law
wife was an operator of a house of prosti tution.
Abe Parzow had formerly been connected with the amuse-
ment field but was generally in the company of racketeers.
Charles Brecker was a bail bondsman in Camden, New Jersey.•
Thomas J. Ritchie was a New Jersey State Trooper who had
been a friend of Brecker. Max Glickman operated a small
department store in Paulsboro, New Jersey and was a friend of
Ritchie, William G. Lodge was a former deputy collector
of Internal Revenue and at the time of his indictment
was attached to the Motor Vehicle Tax Bureau of the
State of New Jersey, and he was a friend of Glickman,
Russell Sturges was an insurance and real estate man,
and Sylvanus Doughty was Borough Clerk of Pitman.
Salina A, Grant was Parzow's mother-in-la~. Elmer J, Craig
was a part-time constable in Hgmmonton, and Joseph Testa
was turnkey a t the ~~ays La ndinr: Jai 1.. Bernard Marion
was a horse-room ODerator who had been acquitted of
cont empt of cour t in Oc tober, 1939. ..

This conspiracy to bribe and attempt to influence
jurors and to obstruct the due administration of justice
actually succeeded in approachinG and offering bribes
to four different jurors., The failure of this conspiracy
to gain its objective was most fortunate for the Government.
The Friedman case was at the head of the list of cases
scheduled for trial in the Government 's fi nal effort to
break the resistance of the racketeers who had persisted
in their refusal to disclose the payments for protection.
If this conspiracy had succeeded and Friedman had not
been convicted, it is quite likely that the Government
never would have obtained the evidence upon which Johnson
was convicted.
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The Friedman trial was scheduled to begin on April 28,
1941, but he obtained an adjournment until May 1. He was
convicted on May 8.\ 'Ihe efforts to influence the jury
began prior to the trial and continued until the end. The
facts relating to the efforts to bribe each of the jurors
will be stated separately for purposes of clarity, although
all covered the same period of time.

Approach to Juror William E. Chew

On April 24, 1941, Frieoman obtained a list of the
panel of jurors at Camden. He showed it to Parzow who
noticed the name of I'Villiam E. Chew on it. Parzow told
Friedman that his mothAr-in-law knew some people by the
name of Chew and th~t he mi~ht be the one. Friedman
asked Parzow to try to influence Chew by telling him
that Friedman was being persecuted and that some "niggers"
were trying to railroad a white man. Friedman claimed
that the colored members of the syndicate were trying
to persecute him so as to steal his business.

Parzow stated that when he heard the story he said
he would speak to his mother-in-law Mrs. Salina A. Grant.
Parzow showed the list of the jury panel to his mother-in-law
and asked her to tell Chew the story of the persecution.
A day or two later (during the week prior to the commence­
ment of the trial) Mrs. Grant did see Ohew at his home
in Pitman, New Jersey. She told him that she knew he
was on the jury panel which surprised Chew, as there
had been no publication made of the liRt. She asked
him to be lenient because the colored men were trying
to send the white man to jail. Chew replied that he
might not even be chosen on the jury.

On May 7, another effort was made to reatih Chew.
Parzow saw Mrs. Grant in Vineland, New Jersey, and gave
her ~t400 wi th ins true ti ons to GO to Pitman and offer it
to juror Chew. Parzow told Mrs. Grant that other members
of the jury were being approached but he did not give
any details. Mrs. Grant has stated that she realized
she was doing somethinc wl'on:, and told this to Parzow
but he told her not to worry. Mrs. Grant received the
money from Parzow about 5 p. m. on May 7 and had a
dinner to attend at 7 p. m. She endeavored to make
excuses in order not to go throu~:h wi th the approach,
but Parzow persisted.
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Mrs. Grant went immediately to see Chew in Pitman.
Mrs. Grant told Chew that she was interested in the
case in which he was sitting and that she wanted to
make it interesting for him. Chew walked out of the
room stating that the Judge had instructed the jurors
not to talk about the case. Mrs. Grant then told
Chew's mother tha t she had 1>400 for Chew if he would say
that Friedman was not guilty. She did not display the
money but indicated that she had it in her pocketbook.
Mrs. Grant then went back to Vineland and returned th~

money to Parzow.

Approach to Juror George Senn

The second juror who was approached prior to the
trial was George Senn of Egg Harbor, New Jersey. Senn
operated an applj,ance and contracting business and
was president of the Egg Harbor City Trust Company.
On Saturday, April 26, two days before the trial was
scheduled to start, Friedman went to Bernard Marion,
and asked him if he knew Senne Having had business
with Senn, Marion replied that he did know him.
Friedman then asked Marion to take him to see Senn.
That afternoon Marion went into Sennls place of business
and told him that a friend of his, Joe Friedman, was
expecting to go to trial on charges of income tax
evasion, of which he was not guilty. Marion told Senn
that Friedman was a small numbers operator in Atlantic
City, that he had reported his correct income and
paid proper taxes, but that he was being framed by a
bunch of niggers and was being railroaded by the Govern­
ment to force him to disclose payment of graft to
Enoch L. Johnson. Senn told the Government he was
incensed at this approach but did not indicate his
feeli~gs be6ause he did not believe he would be chosen
on the jury. After a conversation lasting about twenty
minutes, Marion insisted on bringing Friedman into the
office to introduce him to Senne After Friedman came
in Marion repeated in substance what he had previously
said on behalf of Friedman. Senn told '<them that if' he
were drawn on the jury he would see that Friedman ob­
tained justice.

After Senn was chosen as a juror on May 1, Marion
visited him three or four times~ Marion visited him
again on Friday May 2, at which time he repeated the
arguments he had previously made in Friedman's behalf.
A few days later Marion called again and mentioned that
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it would be worth Sennls while if he would do everything
in his power to help Friedman•. On May 6 at 7:30 a~ m.
(two days before the trial ended) Marion met Senn at
Egg Harbor just before he left for Camden. Senn told
Marion that it looked rather bad for Friedman. On his
previous visits Marion had indicated the objecf was to
bring about Friedman's acquittal but on this last oc-··
cas ion he said that he would be satisfied~if they could
get a disagreement. Marion then took from his pocket a
roll of bills amounting to $500, which he offered to
Senne He had received this money from Friedman the
night before. Senn told Marion that he should know
him well enough to know that he could not be bought
and that no amount of money could change his verdict
or his vote in the case. Marion returned the money
to Friedman and aovised him that Senn would not accept
it. He claimed that he was not to receive anything for
his trouble but acted solely on a basis of friendship
for Friedman.

Approach to Juror John Z. Campbell

As soon as the trial started on May 1, Parzow
obtained the names of the 12 jurors who were chosen
and marked them off on the list of the jury panel.
On May 2, 1941, Friedman told Parzow that he wanted
him to meet Brecker and try to "fix" the jury.
Friedman told Parzow that Brecker was a fixer and that
he did not trust him with any money; that he wanted
Parzow to handle the money himself. Parzow then met
Brecker for the first time in a saloon in Camden.
Friedman had phoned Brecker and told him what Parzow
was coming for.Parzow gave Brecker the list of jurors
and told him that Friedman wanted him to handle the
money. Brecker said he would try to make some contacts
and would get in touch with Parzow.

On Saturday, May 3, 1941, Brecker called Thomas J.
Ritchie, a detective of the New Jersey State Police,
and arranged to meet him that night in Vineland, Parzow
and Brecker went to Max Rosents saloon in Vineland and
then Ritchie arrived. Brecker conferred nrivately wit~
Ritchie out of the presence of Parzow. Then Brecker
introduced Parzow to Ritchie. Brecker was a professional
bail bondsman and had known Ritchie for several years.
Ritchie telephoned Max Glickman, who operated a small
department store in Paulsboro, New Jersey~ He was not
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able to reach Glickman so he made arrangements to contact
Brecker later.

After Brecker and Ritchie had left Vineland, Ritchie
got in touch with Glickman and asked him if he knew this
juror John Campbell in Camden. Glickman replied that he
did not know him, but that William Lodge might. Ritchie
asked Glickman to see if he could get in touch with some­
body who did know Campbell to 'see if he would be willing
to give Friedman a "break ll • Glickman telephoned William
Lodge, but Lodge was away from home for the week-end.
He then telephoned Sylvanus Doughty, who also happened
to ce out of town. About 11 p. m. Ritchie called Parzow
in Atlantic City and arranged to meet him and Brecker
Sunday night, May 4, at Vineland.

On the morning of May 4, 1941, Friedman and Brecker
met at Parzow's home in Atlantic Oity and they told
Friedman that they had already started on the scheme.
Friedman gave Parzow $1,000 and told him to use it to
bribe jurors. That night Brecker and Parzowmet Ritchie
in Vineland. They were together for approximately one
and one-half hours from 8:30 to 10 p. m. During that
time Ritchie made five or six telephone calls to Glickman.
At first he was unable to reach Glickman as he had not
returned home, but later he did get in touch with him.
Ri tchie told Glj.ck111an that he was sendine; the two men
Brecker and Parzow ov<?r to see him and that "they were
all right". As soon as Ritchie finished talking to
Glickman, the latter called Lodge over to his store,
Glickman asked Lodge if he knew Campbell. Lodge replied
that he did not, but that Russell Sturges probably did.
Glickman then told Lodge that he would like him to call
Sturges and tell him to get in touch with Campbell who
was a juror,and to see if Campbell would give Friedman
a "break".

When Parzow and Brecker arrived they introduced
themselves to Glickman and Glickman asked Parzow to
give him the details. Parzow then told the story of
the alleged persecution. He told Glickman and Lodge
tha t Friedman was a small numbers wri ter whom the
Government was trying to convict, and that a bunch of
niggers were persecuting a white man. Parzow said
that he would like to be in touch with the jurors so
that he could talk to them personally. Glickman called
Parzow to one side and asked him what there ~as in it.
Parzow told him that there was money in it for everybody
but that he wanted to get to the jurors first.
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Lodge telephoned to sturges from Glickman1s store
and asked him if he knew Campbell and Sturges replied
that he did. Lodge asked him to call Campbell and ask
him if he would be willing to give Friedman a break.
3turges stated that Lodge told him there would be $200
in it for Campbell, $100 for Lodge and $100 for Sturges,
It was about midnight when Sturges telephoned to juror
Campbell, got him out of bed and delivered Lodgers
message, Campbell told Sturges that he had lived an
honest life up until then, and he intended to keep
on that way.

Brecker, Glickman, Parzow and Lodge drove over
to Sturges' home to find out what he had been able to
do with Campbell. Sturges told them .that there was
nothing doing. They all discussed the case and Parzow
indicated his desire to try again to reach Campbell.•
They then mentioned the name of Eugene Temple, another
of the jurors, but Sturges said there was no use trying
to approach him as he was "straightlaced", While at
Sturges! either Brecker or Parzow telephoned to Atlantic
City and reported to Friedman the result of the evening's
activities. When the group left Sturges' house, Glickman
told Parzow that this wasn't the man he really intended
to use, that the real man was out of town (no doubt
referring to Doughty),

Having failed to reach Campbell through Sturges,
another effort was made through Sylvanus Doughty,
Borough Clerk of GlassbDro. There was confusion in
the statements of the defendants as to just when this
approach took place. According to Parzow he and Brecker
went to Glickman on Monday, May 5, but that it was a
"vdld goose chase l ' as Doughty had not yet returned.
Parzow stated th~t the approach through Doughty was
made on the night of May 7 after he had given his
mother-in-law money to give to Chew. Leaving aside
the date, all defendants agreed on the facts. After
Doughty returned from his fishing trip in Virginia,
Glickman got in touch with him and arranged a meeting
at the Pitman Country Club. Glickman invited William Gravino,
an attorney of Woodbury, New Jersey, to go along, Glickman
told the agents the reason for this was that he did .not
know Doughty well enough to ask him to make the approach,
but that he felt that having Gravino along would make
Doughty more susceptible. Gravino, Parzow and Doughty
met at the Pitman Country Club about 9p. m. that night,
After usual introductions they went outside whereupon
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Parzow related to Doughty the same story about the alleged
persecution. He took from his pocket $1,200 in cash which
he displayed, and told Doughty that there was money in it
from him. Doughty refused the money and said he would not
go to "the juror, but would go to the juror f s b:'o ther,
Joseph Campbell. The four men then left in two automobiles
and went to the home of Joseph Campbell in Pitman, but
he wasn't home. They then drove to Glassboro to see if
Joe was with the juror. Joe wasntt there so Doughty
and Gravino drove up to the gas station and bought $1
worth of gasoline. This was an excuse to engage juror
Campbell in a conversa tion about the trial" Doughty
stated that he asked Campbell hoW' the case looked and he
said he would not know how it looked until it was all
over, Doughty then related to Campbell an experience
of his own when he had served on a jury in which a jury
was discharged because they had been unable to agree.
Doughty admitted that he told this story to Campbell
in an effort to influence him by showing how easy it was
to get a jury to disagree. Doughty told the Government
that when Parzow first spoke to him at the Country Club
he said he would be satisfied if they could "merely hang
the jury". Doughty said he refused to go to Campbell
for that purpose but ultimately went to juror Campbell
and did endeavor to influence him contrary to his own
original intentions.

Gravino and Doughty left the gasoline station and
met Parzow and Glickman in the other automobile~ After
reporting to Parzow the latter stated that it was too
bad that a poor man like Campbell would pass up an
opportuni ty to get some money. Some time during the
evening Parzow told the group that his mother-in-law
had attempted to reach juror Chew, Doughty told the
Government that they also discussed the name of juror
Eugene Temple, but nothing was done about that. After
this group broke up Glickman and Parzow returned to
Gravino's home where they played cards.

The next morning (May 8 according to Parzow)
Doughty drove over to Joe CampbellTs house at 7 a. m.
and asked him what his brotherf"s attitude was with
regard to the case. Doughty stated that he told
Joe Campbell that he had been asked to approach his
brother for the purpose of influencing his vote, but
that he was not going to do so.. Joe Campbell replied
that his brother would be fair as he had always been,
and that it would not do any good to try to approach
him. This was reported to Glickman who called Parzow
at the Wal t \iVhi tman Hotel.
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Approach to Juror Everett Gardiner

While Parzow was busy trying to reach jurors Campbell
and Chew, Friedman tried to contact juror Everett Gardiner
of Hammonton, New Jersey. Friedman went to Louis Kessel,
a Deputy Sheriff of Atlantic City, who introduced him to
Joseph Testa, a turnkey in the Mays Landing Jail. Kessel
asked Testa if he knew Gardiner but Testa did not~

After asking Testa on two occasions whether he knew Gardiner
Kessel asked him if he knew anyone who knew Gardiner.
Testa said that Elmer J. Craig might know him. At Kessel's
request Testa telephoned to Craig at HalM10nton and had
Craig come to Mays Landing. At this point the statements
of Craig and Testa are in direct conflict. Craig told
the Government that he arrived at the Mays Landing Jail
at 9:30 p. m, (probably May 6). He stated that Testa
asked him if he would do him a favor by going to
Everett Gardiner who was on the jury, and ask him to
give Friedman a break. Craig had been employed occasionally
at the Mays Landing Courthouse and stated that Testa promised
to try to get him steady employment if he would do this
favor for Friedman. Craig said that there were two individ­
uals Whose identity he did not know, wearing dark glasses
and having their hats pulled do~vn, sitting nearby appar- .
ently listening to the conversations. At the conclusion
of the conversation, according to Craig, these two in­
dividuals left, Testa made a statement to the Government
in which he claimed that when Craig came to the Mays
Landing Jail he introduced him to Kessel and Kessel in
turn introduced Craig to Friedman. Testa claimed that
all of the conversations about approaching juror Gardiner
was between Kessel, Friedman and Craig, and that he was
merely the go-between,

Juror Gardiner stated that Craig approached him
first on the morning of May 7 as he was about to take
a train for Camden, Craig was sitting in an automobile
and called Gardiner over to him. The substance of the
conversation was that Craig offered him $300 to try to
get the jury to disagree. The conversation lasted only
a few minutes and Gardiner refused the offer, The
follOWing morning, May 8, Craig was again waiting at
the railroad station and called Gardiner over, He
asked Gardiner if he had thought it over and what he
had decided, Gardiner said that he would not think
of it, and that then Craig offered him $500 "if you will
go along with me", Gardiner said that he did not want
any money and quoted Criag as saying "Well, I thought
you could use the money and it would be a good chance
for youll,

• I

"
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When the jury tampering conspiracy indictment was
filed, the Government also procured an indictment against
Ray Born for perjury. Even though Johnson had been con­
victed, it did not seem right that Born should go un­
punished when his perjury had prevented the Government
from putting in evidence of additional income at the
trial. However, Judge Avis did not agree with the
Government's views on punishment and sentenced Born
simply to pay a fine of $500 on November 7, 1941.

All of the ten defendants who had confessed to the
agents pleaded guilty, so the only ones who went to
trial were Ritchie and Brecker, and they were convicted
on November 17, 1941. Nine of the defendants were sent
to jail, the sentences ranging from fifteen months
for Friedman down to three months for some of the
lesser offenders, It was unfortunate that Mrs. Grant,
a grandmother, should have to be stigmatized by a con­
viction for a felony which she had been induced to
connni t by her own son-in... law. However, she, Doughty
and sturges received suspended sentences.

Personnel Data

Mary Helen Geyer, stenographer, Tax Division, Depart~

ment of Justice, Washington, D. C., joined the investiga­
tion in June 1939, shortly after Joseph W. Burns was as­
signed as special prosecutor. While her work was connected'

Many details have necessarily been omitted from
this review of the four and one-half year investigation,
The work of some persons who have contributed long hours
of labor has not been mentioned, but should not pass
unnoticed. For example, the tremendous amount of
secretarial work entailed by the investigation, and
the fact that this burden was alternately shared by
Miss Nolan and Miss Geyer almost exclusively had not
been commented on. Helen Nolan, now 1~s. Edward J. Rosa,
stenographer, Intelligence Unit, New York Division,
joined the investigation in May 1937 and remained until
the first phase was completed in December 1938. She
attended to the secretarial needs of three special
agents and three revenue agents, recorded innumerable
official statements and prepared all the reports
pertaining to the investigation. Thereafter, she was
recalled during the trials and was a witness in several
of them. She was also recalled for the Johnson trial
and participated in the work in preparation and during
its progress.
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principally with the legal phases of the investigation,
such as indictments, trial briefs, appeal briefs, etc.,
the fact that th.e investigation was a joint one required
her to take care of the stenographic work of the Treasury
agents as well. She recorded innumerable statements,
both for Attorney Burns and for the agents ... Vfuen the
staff worked day and night, she did also.

As previously stated, when the investigation
began in November· 1936" Special Agents Frank" Hill
and Marshall worked undercover for several months
and then came out into the open to begin direct in-.
vestigation. As the investigation was concerned with
rackets in the criminal underworld, the continuation
of these undercover activities from time to time was
necessary. The Alcohol Tax Unit assigned Special
Investigators William A. Gould of Bangor, Maine, and
Wilson H. Sullivan of Detroit, Michigan" who worked
undercover in Atlantic City for over a year during
1937 and 1938. After those agents had left, additional
undercover work was performed by Secret Service Opera­
tive Paul Paterni of New York, and Special Agent
Michael F. Malone, Intelligence Unit, St. Paul, Minnesota.
This occurred late in the year 1939 and both agents were
required to live among underworld characters to obtain
information. Since many of the defendants were colored,
a colored Special Investigator, Emerson D. Fuller,
Detroit, Michigan, Alcohol Tax Unit, was also assigned
and operated undercover in the colored section of
Atlantic City.

This report has indicated the work that the Treasury
agents did in assisting government counsel in the prepara­
tion and trial of the many criminal cases that resulted
from the investigation and also brought out that Special
Agent Frank assisted in the Grand Jury proceedings as a
Special Assistant to the United States Attorney; however,
it should ce noted that Attorney Burns, in addition to
his many legal duties, actually participated in the in­
vestigational activities of the inquiry, worked with the
special agents and revenue agents on purely investiga­
tional phases of the work and personally had secret
"midnight meetings" with a particular individual who
aided the government by furnishing much valuable
informa tiona
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The amount of legal work involved in the last awo
years of the investigation should also be commented onJ
There was a total of 66 criminal proceedings (48 indic,t­
ments and 18 contempt of court citations). These pro~

ceedings involved 21 actual trials and 12 contempt of
court hearingsJ In addition, there were inn~erable

hearings on motions for bills of particulars, motions
for new trials, for reduction of bail, and on motions to
quash indictments. While this court work was in progress,
there were also 33 grand jury sessions held and a total
of 249 witnesses were interrogated before the various
grand juries.

There also was a great deal of appellate court work.
Nine cases arising from the Atlantic City investigation
were appe~led to the United States Circuit Court of
Appeals, Third Circuit; in three cases the convictions
were affirmed, two appeals were withdrawn, one ·conviction
was reversed and a new trial ordered (which resulted in a
conviction for the second time). Attorney Burns was chief
Government counsel in all the trials (except the Worth
case which, as previously mentioned, was tried by
Attorney Crouter), in the hearings and grand jury proceed­
ings, and he also prepared the briefs and argued all ap­
peals before the United States Circuit Court, Four of the
convictions, after affirmance by the Circuit Court, were
appealed by the defendants to the United States Supreme
Court, but in each case certiorari was denied. Motions
to quash two indictments, which JUdge Avis decided a~~
versely to the Government, were appealed to the United
States Supreme Court and that court reversed the jUdge
and reinstated the indictments (subsequently convictions
were obtained in both cases). Attorney Burns prepared the
data used in these appeals to the Supreme Court as well as
in the cases where certiorari was .denied •.

The question of morale is of basic importance in any
investigation as long and difficult as the one which,the
staff had undertaken and carried through in Atlantic City.
At various times during the investigation difficulties and
set-backs were, of course, encountered which at the time
seemed insurmountable. However, the staff was encouraged
and sustained by the confidence in the ultimate success of
their efforts shown by vario~s groups in Atlantic City and
by the grand jury, which at one time gave them a vote of
confidence. It was common knOWledge that Johnson receIved
the graft payments, and the staff was determined that evi ..
dence of this should not be kept from the court by the

You are Viewing an Archived Copy from the New Jersey State Library



- 153-

efforts of a group of wilful racketeer.s. Moreover,
the &taff received the whole-hearted support of the
Chief of the Intelligence Unit, Mr. Irey,and of
Assistant Attorney General Clark.. It went even fur­
ther; the Secretary of the Treasury, Mr. Morgenthau"
and Attorneys General Murphy and Jackson and Acting
Attorney General Biddle all closely followed the
course of the investigation and fully backed the ef'"
forts of the staff to bring it to a successful con­
clusion.

During the course of the investigation the
Treasury Agents made examinations of the income tax
liability of 81 individuals" 18 partnerships and
8 corporations, a total of 107 separate examina tions
covering 279 tax years. These examinations included
eight houses of prostitution, twenty-two horse race
betting rooms, ten numbers bankB~ five night clubB~

one bingo game, six contractors and fifteen public of­
ficials. Of the 279 tax years examined, the agents
set up additional net income for 175 tax years, amoun~­

ing to $3,407,270.78, against a total previously re­
ported of only $531,590.16. The taxpayers involved
originally paid only $25,099.65 in taxes. To date the
agents have recommended for assessment additional taxes
of $663,502.16, and penalties of $267,839,62, making
total additional taxes and penalties in the sum of
$931,341.78, and further recommendations are antici­
pated.

With the tracing of the graft payments to Johnson
and his conviction and imprisonment, the object of the
investigation was accomplished, but its effects have
been far-reaching. The presence of the agents in
Atlantic City and the fact that an investigation was
being made became generally known in 1937 and produced
an effect that was apparent in the office of the Col­
lector of Internal Revenue" Camden, New Jersey, when
income tax returns for the later years were examined.
The racketeers filed returns reporting net income
greatly in excess of amounts reported in previous
years·, More returns were filed and larger income
reported than ever before in Atlantic County.
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That the conviction of Johnson has made an indelible
impression on the citizens of New Jersey and particularly
Atlantic County is obvious from newspaper editorials
and the comments of civic organization$. While most
citizens have always recognized that the government
is more powerful than any individual or group of in­
dividuals, this fact was apparently not accepted by
Johnson} his henchmen, or the Atlantic City underworld.
They know differently now. The persistence of the
government staff has left a feeling of respect, and
a favorable impression, in the minds of the taxpayers
of the district. The authority and efficiency of the
Treasury Department and of the Department of Justice
will not be questioned in South Jersey for some years
to come.

The disclosures by the investigation of jury
tampering and the extent to which it was attempted
have been a revelation to the Court. The weaknesses
of the system in the manner of selecting jurors have
been disclosed and presumably will be corrected. The
absolute necessity of checking juries is now apparent
to the United States Attorney for the New Jersey District
and his assistants. The District and Circuit Court Judges
have indicated their concern and instructions to recent
juries have been far more emphatic than previously. No
better illustration could be found than a recent Newark
case involving the sheriff of Sussex County, New Jersey,
on charges of operating an unregistered still. The
case was togo to the jury on August 18 and when the
jury was dismissed on August 15, JUdge Herbert F. Goodrich,
United States Circuit Court, Third Circuit, Philadelphia,
who tried the case" said: "My telephone is listed in
the Philadelphia directory and if anybody attempts to
discuss this case with you over the weekend, I want you
to reach me by phone immediately".

The principal effect of the investigation cannot be
described in better terms than the words of the Secretary
of the Treasury:

II -::- -::- .:~. The culmination of the Johnson
case in a period of heavy armament expendi-
tures, will, * * * cause the public generally
to regard even more seriously than they have
heretofore the offense of the individual who
attempts to evade payment of his full share

I,
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of the cost of government, It is for that
reason that * * * the successful prosecution
of the charges in this indictment is an im..
portant contribution to national unity and
good government. We have no time today for
shirkers, and good citizens are likely to
have little patience with those who want
to share the privilege of citizenship with~
out meeting the responsibilities that go
with that privilege."

!.
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Statistical Record of Gases

February, 1942.

Indictments for

Income Tax
Tax conspiracy
Perjury
Conspiracy to

obstruct justice
Jury tampering

APPENDIX

Obtained

22
2

14

2
8-

Disposed of

21
1

13

2
8

Remaining

1
1
1

3

probation.
probation.

45

41
4

Cases

48

Convictions
Acquittals

CONVICTIONS ON INDICTMENTS

Total

Results of Indictments

INCOME TAX:

Contractors:

1. Charles L. Bader - three months, $1,000 fine.
2. Edward S. Graham - suspended sentence. .
3. Morrell B. Tomlin - $3,500 fine and costs~ plus
4. John B. Tomlin $2,500 fine and costs, plus

Numbers Racket:

5. Austin Clark - 3 years, $2,000 fine and costs.
6. Herndon Daniels - one year and one day.
7. Joseph Friedman ten years, $20,.000 fine and costs.
8. Anthony L. Macrie - six months, $1,000 fine and costs.
9. John F. Malia 15 months, $1,000 fine.

10. Martin Michael - one year and one day, $1,000 fine
and costs.

11. Benjamin Ravnisky - nine months, $500 fine and costs.
12. Benjamin Rubenstein - 2! years, $1,500 fine and cost~.
13. Harold Scheper four months, !500 fine.,
14. James F., Towhey nine months, 1,000 fine arid coats~

15. Isaac Washington four months, 500 fine and costs.
16. William Wolfson six months, $300 fine and costs. '
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TAX CONSPIRACY

Vice Racket:

Politician:

- II -

15 months, $500 fine •.

- suspended sentence.
suspended sentence.
suspended sentence.

Vice Racket:

Numbers Racket:

Contractors:

Horse Race Betting Rooms:

1. Charles Bader
2. Edward S. Graham
3. James Donahue

.Horse Race Betting Rooms:

17. David Fischer ~ four months , $500 fine and costs.
18. William Kanowi tz four months , $500 fine and costs •.

19. Raymond R. Born - one year and one day 1 . $1" 000 fine,
plus costs._

20. Enoch L. Johnson ... ten yearst- $201 000 fine plus costs.

PERJURY

7. Joseph Camarota

1. Austin Clark ~ suspended sentence.
Benjamin Rubenstein - 2~ years.

2. Martin Michael - 3 years" $1)000 fine.
3~ Benjamin Ravnisky - suspended sentence.
4. James F. Towhey suspended sentence.
5. Ralph Weloff suspended sentence.
6. Leroy Williams one year and one day.

8. Raymond R. Born - $500 fine, plus probation.
9. May Harris - suspended sentence.

10. Marie Kenny - suspended sentence.
11. James J. McCullough - one year and one day" $100 fine_
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-'III -

,t'

JURY TAMPERIID

1. Martin Michael

2. Isador S. Worth

3, W. Abe Parzow
Joseph Friedman
Bernard Marion
Elmer J. Craig
Joseph Testa
William G. Lodge
Max Gli ckman
Charles Brecker
Thomas J. Ritchie
Salina A ~ Grant
Russell Sturges

Sylvanus Doughty

4. Elmer J. Craig
Joseph Testa
Joseph Friedman

5, Max Glickman
Charles Brecker
Thomas J. Ritchie
William G. Lodge
W. Abe Parzow
Joseph Friedman
W. Russell Sturges

6. Charles Brecker
Thomas J. Ritchie
Max Glickman
W. Abe Parzow
Joseph Friedman
Sylvanus Doughty

7. Salina A. Grant
W. Abe Parzow

8. Bernard Marion
J os eph Friedman

- ltihe y.ear, $11000 fine.

$500 fine.,

... nine mon ths .'
fifteen months,

- five months.
- three months.
- three months.
- three months.
- six months.
.. eight months.
- six months.
- suspended sentence.

$500 fine.
- $500 fine.

) In cases 4 to 8 inclusive, ~11

) defendants were placed on proba­
) tion, after serving sentences
) imposed in case 3.
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CONSPIRACY TO OBSTRUCT JUSTICE

1. Herbert R. Short - three years.
Michael Aluise - suspended sentence.
Benjamin M. Perlstein ~ one year and one day.
Harry Paul - one year and one day.

ACQUITTED ON INDICTMENTS

INCOME TAX

Numbers Racket

1. Leroy B. Williams

PERJURY

Horse Race Betting Rooms

1. John R. Hill
2. Frank Molinara

CONSPIRACY TO OBSTRUCT JUSTICE

Numbers Syndicate (14 defendants)

The number of defendants in each indictment ranged
from one to fourteen. Some of the individuals who were
acquitted on one indictment were convicted or pleaded
guilty to other indictments. A total of 43 individuals
were convicted or pleaded guilty to one or more separate
indictments.

In every case where sentences were suspended, except
one (Michael Aluise), the defendants had assisted the
Government.

The largest total jail sentences imposed were:

Joseph rrZendel" Friedman - 11 year sand 3 months.
Enoch L. HNuckyll Johnson - ten years.
Martin Michael , alias Jack Southern _ 5 years/ 2 days.
Benjamin Rubenstein - 5 years.
Austin Clark - 3 years.
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CONTEMPT OF' COURT CITATIONS

For Refusal to Answer before Grand Jury
For False and Evasive A.nswers before Grand Jury
For Jury Tampering

Convictions
Acqui ttals
Citations dismissed because witnesses purged themselves
Citations dismissed for lack of jurisdiction
Citations dismissed at request of U. S. Attorney

Convictions

1. Samuel Camarota - 6 months
2. Agnes Stein - 2 months
3. Joseph Fuhnman - 5 months
4. Joseph E. Mears - $1,000 fine

Acqui ttals

1. Bernard Marion
2, Joseph Camarota
3. Frank Molinara
4. James J, McCullough
5. Benjamin Rubenstein
6. Karl Kisselman
7. L. Scott Cherchesky

Dismissed, witnesses purged themselves

1. William Kanowitz
2. David Fischer

Dismissed, lack of jurisdiction

1. Isador S. Worth
2, Martin Michael

Dismissed, request of U. S. Attorney

I, Benjamin Ravnisky
2. William Wolfson
3. James F. Towhey

7
5
6

18

4
7
2
2
3

18
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