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Mr'. S. -lohrr C.r:lic-,nc

Urri tt:d Slr:i e:; Al iorn':,1,

l''ticicil e Disi i'i ct of Pcirl.i:;" ! u.,'',iu

U. S" Post Oitiice oilci (l'-:urtltotrse

Post Q[iice Dc>t 3[\?

Sct'orttc;tr, Pc,i'irrsyl vcriricl 1 iili0l

Dear Mr. Ccrl'lr:ne:

A4itchel I l(errneih Rigel

AIternotivcs, lttc.
I-^lcn"isburg, Peirrrsyl vonio

T[ris Comnriltce has rocartly been mGking inquir'?es into the work orrd {iunctions

of the Govcri-ror's Jusiice Comrnissiotr, the principol ogency for disbursing

Fecierol l-olv Errforcenleni' Assistonce Acl" funds in Pennsylvoniq.

Vflrilc revic-i,,,ir-rg soi-nc o'[ 1he grcnts onc'l 1:rocedures, tlre Cornrlittee received
sorrlo tcstinrony orcl c.lor;uinerrl's ilict prcnlpt us to write to you. ln p:cirticulor,

vie rcfcr lo c:r:ili,iiics irr .,,/lriclr the cclrtrol {tislure wos l/ritclicll l(enrreilr Rigcl.
Thcsc \^/cre Yc,l<e Crcsl , Ir'rc. in v,,hich Rigel nrcts lixecutive Director, oird

Alicrnuiives, ltrc. in vilii<;lr he wos tlre dorninont figure.

Thc Gcr/enrc)r''s Jirstir:c Coriii'n?ss!on lrc,s uv,lordcd a t')uttlber of gronts to Yclce

Crcsi, tric. crrid Alicnr,:'ri'ivtls, Irrc. Irr odclitiorr, tlrc Public Welfore Dc'J:clrtmenl',

Co;ilrrion\.,rr.)o!iir cf l).:;rrnsy!r,'cirio, hos contracted r;iih Yolle Crest, Inc " ond the

Slr.rte Corrcciionsl Irrst!lui'icrr crt Cornp l-lill.v,,,ith Ali'ernotives, lnc. EtrcIosed

is o coi:,,/ ,f (.1 rn(-irilor"t,ritluin rclcri',:d lo llrcsc controcls artcJ gronts.

As oirr Coi'nrniiic;u- 1r+iic;, is to brirrg to tlrt: crti'r:ittion of fipPt'oPricrtc crulltorities
occt,lt'l'enc():; iIiri contc l'e (r(Jr ctttcnliorr rvlic:tt ilre fcrcts ond cit'cumstc!rl.c:cs moy

irrv<.,1,.ri. '",iolcrii,:ris oi':;o{.rrir to sug,te:;t {:r-rtil.rcr intere:;t I-,y invcstigotirre t.rtid

pr'o:;r:r:g.til,r: ct(l:]iicics, \\/c firc scitclitrg c;c,1:ics olt tlris leltct'crlrd nlclnlc)r'ctrrclum to



\-,

\-,
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July 2I>, 1974

ilre Fccjercrl Bureor-,, of lrrvestigotiorr, lrrternol llevenue Service, ond the

Dou1,['rirr County Di:;irict Attorney.

Mcrlcr-iol in our filr:s relctirrg to the foregoing inotters is ovoiloble for rcvierv

by ouilr<.rriz-ed pcrsoirnel. Pleosc lel nre knol if lturtlrer ossistonce con be

givcn.

Sincere ly,

[f

H. JOSEPi-{ HEPFORD

C[ro i nrlo n

HJI-l:rf
enc losLJ r0

a
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HOUSE OF REPRESENTATIVES
COMMITTEE TO INVESTIGATE THE ADMINISTRATION OF JUSTICE

Commonweolth of Pennsylvonio
Horrisburg, Pennsyl vonio

Memorondum

Alternof ives, lnc.
Yoke Crest, lnc.

The Governor's Justice Commission on November 13, 1973 oworded Gronf
DS-423-73A to Altemotives, lnc. in the omount of $57 1365 for the period
November I3 , 1973 to Februory 15, 1974. Alternofives, lnc. wos to supply
technicol ossistonce ond expertise to locolities interested in estoblishing
community treotment progroms throughout fhe stote, similor to o progrom being
funded by the Governor's Justice Commission ond odminisfered by Yoke Crest,
lnc. Mitchel! Kenneth Rigel wos Executive Director of Yoke Crest, lnc.
Rigel hod olso been Presidenf of Alternofives, lnc, iust prior to the gront
qword ond he wqs the dominont ond controlling figure in thot corporotion.

At o heoring of this Committee, it wos reveoled thot Alternotives, lnc. re-
ceived o check in the omount of $28,682 from the Governor's Justice Commis-
sion to initiote this proiect. This check wos deposifed in fhe Alternotives, lnc.
generol bonk occount on December 21 , 1973. Concurrently, o check for $5r000
wos issued by Alternotives, lnc. on December 21 , 1973 to M. K. Rigel ond
wqs used by him thot some doy os portiol poyment on o house purchosed in his
ond his wife's nome. On December 27, 1973, the bolqnce ($ZS ,682) of the
initiol drow-down wos deposited in o speciol occount relqted only to the grqnt.
This informotion wos loter reported by employees fo officiols of the Common-
weolth ond the gront wos concelled. Rigel lqter mode restifution of the $5r000
on Morch 5, 1974, severol weeks qfter the ensuing stote investigotion developed
the existence of serious irregulqrities in the hondling of the funds.

An effort wos mode by fhe Governor's Justice Commission to oudit the gront.
This wos olmost hopeless becouse, with few exceptions, oll invoices for expendi-
tures were non-existent. Sociol Security foxes hod not been deducted from
solories nor poid. At the time of our heoring, efforts hod not been mode by the
Governor's Justice Commission to recover the "motch" funds required by fhe
gront. The expenditure of federol funds produced no tongible implementotion
of the proiect.
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Alternotives, lnc. - Yoke Crest, tnc.

The Governor's Justice Commission owqrded gront DS-338-72A to the Stote
Correctionol lnstitution ot Comp Hill, Pennsylvqnior oh April 2, 1973 in the
omount of $179,182 for the period July 1 , 1973 to June 30, 1974. This
proiect wos to estoblish o fqcility within fhe confines of the institution os o
theropeutic community to provide freofment to persons entering fhe institufion
who hove o history of olcohol or drug obuse. The Bureou of Correction, ofter
receiving the gront, wrote o service purchose confroct fo Alternotives, lnc.
to run fhe olcohol ond drug treotment cenfer for five months ot o monthly
omounf of $15r 102.81 . After the disclosure qbout the irregulorities in gront
DS-423-73A,the Bureou of Correction concelled the controct with Alternotives,
lnc. ofter ot leost $e0r411.28 hod been poid to Alternotives, lnc.

Yoke Crest, lnc. received o number of gronfs from the Governor's Justice
Commission while Mitchell K. Rigel wos its Executive Director. His resigno-
tion wos occepted by the Boord of Yoke Crest, lnc. on Februory I3, 1974.

During the qudit of the records of Altemotives, lnc. by fhe sfoff of the
Governor's Justice Commission, it wos indicqted thot income wos received by
Alfemotives, lnc. from o Deportment of Heolth gront colled "PACIDA. "

It hqs now been determined this wos o controct between the Deporfment of Public
Welfore, Commonweolth of Pennsylvonio, ond Yoke Crest, lnc. in the qmounf

of $86,000 for fhe period December l, 1972 through June 30, 1973. All funds

were Commonweolth funds; federol funds were not involved.

Yoke Crest, lnc. submitted invoices to the Deportment of Welfore for $5,350
for "odministrotive costs" incurred by Alternotives, lnc., reportedly in support
of the controct. lt is reported thot Alternotives, lnc. received of leost

$41684.59 of this qmount. Presumobly, o port of these odministrotive costs

were consultont fees ond/or solories poid to Mitchell K. Rigel ond Lowrence
E. Bienemonn. Amounts poid by Alternotives, lnc., from April 1973 fhrough
Jonuory 1974, to Rigel totolled $4r 421 ,71 ond to Bienemonn $1,500,

Reportedly, Mitchell Rigel wos devoting o portion of his time to vorious gronts
ond/or controcts ond chorging eoch for the proper proportionote omount of his
totol solory; however, Lorry Bienemonn hos informed us thot this is not so. He
reports fhot Rigel wos being poid his full solory by Yoke Crest, lnc. ond wos,
in effect, getting o second solory through the "gimmick" of billing Yoke Crest,
lnc. for odministrofive cosfs on the Publ ic Welfore Deportment controct.

!
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Altemotives, lnc. - Yoke Cresf , lnc.

An oudit hos not been conducted of the PACIDA controct. Neither hove we

exomined the oppropriote books ond records to determine the exoct focts

regording this controct.

The oudit report by the Govemor's Justice Commission concerning Yoke Crest,
tnc. qnd Alternotives, lnc. set forth informotion obout the foilure of the fwo

corporotions to withhold the proper omounts from employees' solories. The

exoct sfotus of this tqx issue is not known.

Neither is fhe tox siotus of Altemotives, lnc. known. However, it hos been

reported thot in Moy 1973, the Boord of Directors of Alternotives, lnc. outhor-
ized the filing of on opplicotion with the lnternol Revenue Service for exemp-
tion from Federql lncome Tox pursuont to Section 501 (C) (3) qnd 501 (E) of the

lnternql Revenue Code os o not for profit corporotion.

The obove menfioned oudit reporf olso comments upon quite o number of ex-
penditures mode by Yoke Crest, lnc. , which expenses were not properly
documented ond mony of them were of o personol nqture not reloting to the
officiol business of Yoke Crest, lnc.

,i
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July 25, 1974

Mr. LeRoy 5. Zirnmermon
District Attorney
Dauphin Courrrl'y Courthouse
Front ond Mqrket Streets
Horrisburg, Pennsylvonio l7l0l

Deor Mr. Zimmei'mon:

In connection v/ith tlre inquiries of our Cornnrittee into ihe obove mCItters,
qbout whiclr we lrove been in touclr, it lras now been nofed thqt ihe oudit of
the records of Alternqtives, lrrc. by fhe stCIff of the Governor's Justice
Cornmission IncJicofed income wqs receivec] by Aiternqtivesr'lnc. frorn o
Pennsylvonio De1:crtment of Heolth gront colled '''PACIDA. " No qudif of
tlris grant hos been conducted; ond owing fo the foct tlrof stote funds ore
involved, we ore bringing cedoin infornrqtion to your <:ttention os you moy
wish to consider the possibility of stote violotions.

We lrove determined thof ,'PACIDA" wfls q contrqct between the Deportrnent
of Public Welfore, Commonv/eCIlth of Penrrsylvoniq, ond Yoke Crest, lnc. in
Douphin County. The onrount of $86r0C0 for the period Decernber 1, 1972
through June 30, 1973 wos committed . Al I funds were Commonweq lth funds;
federol funds \ryere not involvec{ in this gront olthough federol funds were poid
to Yol<e Crest, Inc. through orr opplicofion of the Douphirr County Commis-
sioners for onother profect.

ln the'lPAClDA" proiect, Yoke Crest, lnc. submitted invoices to the Deport-
ment of Public Welfore for $5r350 for "qdministrqtive costsr" ostensibly incurred
by Altenrotives, Inc,, the entity dominoted by Mitchell K. Rigel . The reqson
for tlre porticipotiorr of Alternotivesr. lnc. irr fhe Yoke Crest, Inc,/L)epartment
of Public V/elfr:re proir*ct is not exploined. lt is reported fhot Alternotives, lnc.
received ot lecrst $4,684-"59 of this omount. We understsnd thot o port of this

Yoke Cresi, lnc. - Alternqfives, lnc.
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July 25 , 1974

omount wqs pclid to ond received by Mitchell K. Rigel ond Lowrence E.

Bienemqnn. The lGtter v/os o full-time employee of Yoke Crest, lnc. os

wos Mr. Rige I . Amounts pcr id by Alterrrotives, .lnc. f rom Apri I 1973

through Jonuory 1974 to Rigel totolled $4,421.71 ond to Bienemonn

$1r500, in oddition to tlreir full solories from Yoke Crest, lnc. os detoiled
in o memorondurn ottoched (Bienemonn interview - July 17 , 1974).

A review of investigotive reports disclosed thot Mr. Rigel opporently cloimed
thot he wostjcvoting o porf ion of his time to vorious gronts ond/or controcts
ond chcrrging eoch for the proper proportionote omount of his totol solory;
horvever, Mr. Bienemonn lros irrformed our stoff thof this wos not so. He

stotes thot Rigel wos being poid his full solory by Yoke Crest, lnc. ond wos,
in effect, ge'.tting o second solory through the device of billing Yoke Crest,-
tnc. for "odrninistrotive costs" on the Public Welfqre Deportment'controct.

We hove riot hod occess to the oppropriote books ond records to determine
oll of the exoct focts in this cose. We hove prepored o stoff memorondum,
doted July I I, 1974, on this subiect ond it is enclosed for your informotion.
It hqs olso been furnished to the Auditor General's Office os thot office is

presently corrducting on qudit of tlre Governor's Justice Commii;sion ond
should be concerned vrith tlris reloted controcf of stote money.

Pleose let us know if we cqn be of further ossistonce'.

S incerely,

I.I. JOSEPH HEPFORD
Cho i rmo n

H JH: rf
enclosures 2

.t
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July 25 , 1974

Administrofor
Low Enforcement Assisfonce Adrninistrotion
U. S. Deportrnent of -lustice
Woshingi'on, D. C. 20530

Deor Sir; 
.,

During the inquiries mode by sfoff members of tlris Commiffee relqtive fo flre
work crnd functions of the Governor's Justice Commission, Commonweolth of
Pennsylvqriirx, the orgonizotion formed to lrqndle funds provided by the
Federol Low'Enforcemenf Assistcrnce Administrotion, the Committee become
concerned qbout tlre foilure of off,iciqls of the Governor's Justice Comrnission
to report possible vir-,lotions of stote ond federol lows to proper outhorities.

The Govei'nor's Justice Commission hqs oworcied gronts to Alternstives, lnc.
ond Yol<e Crest, lnc. ln qddition, both of these corporotiorrs hove entered
into controcfs to perform certoin v,,ork on other Governor's Justice Commission
gronfs or Commonweolth of Pennsylvorriq contrscts.

Our inquiries revsCIled thot the officiols of the Governor's Justice Commission
leqrned of possible violotions of stcjte ond flederol criminol lqrvs on the pcrt of
the two corporotions ond severcl employees. Nol'withstorrding ilre possession
of su'ch irrfornrotion, the officiols of the Commission foiled to promptly ond
fully reporf the detoils of this infoi'motion to oppropriote stote ond federol
outhorities, including your orgonizotion.

On beholf of this Cornmittee, I hove todoy reported pertinent informotion to
vorious stote ond f'edercrl officiols so thot they mqy lrove the opportunity to
fully disclrarge their responsibil ities in connection with these motters. Copies
of tlrot correspondence qre enclosed for your informcrtion ond such oction os
you deem crppropriote.

i
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Administrotor '

Low Enforcement Assistonce Administrqtion
July 25, 1974

Sincerely,

H. JOSEPH HEPFORD
Choirmon

HJH:rf
enc losures

cc: Administrotor - LEAA - Philodelphio

Pleose let me know if we con furnish odditionol informotion or be of further
ossisfronce.
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Commonweo lth of Pennsylvonlo
Horrisburg, Pennsylvcnio

Jvly 25 , 1974

Tlre l-lonoroble Robert P. Cosei
Auditor Generol
Commorrweq I th of Pennsylvonio
229 F irronce Building
Horri$burgr Pennsyl vonio

Deo r Mr. Cosey:

This Conrmittee hos been moking inquiries into the work ond functions of the

Governor's Justice Commission, We leorned thot members of your stoff ore

concJt-rcting on oudit of the Commission. Accordingly, we desire to mcrke

ovoiloble to you some informotion developed by our stoff which moy be of

intere-"t to ;r6Lr. ,

The Governorts Justice Commission hos o.worded o number of gronts to Yoke

Cresi, lnc. ond Alternotives, Inc. ln oddition, the Penlrsylvonio Public

Welfore Deportment hus controcted with Yoke Crest, lnc. The Stofe Correc-
tionol !nst itution ot Comp Hill lres controcted with Alternotives, In9 .

Enctosed is o copy of o memorondum furnishing pertinent informotion obouf

these gronts ond controcts thot will be of interest to you.

Addif ionolly, we exonrined tlre Governor's Justice Commission CIword to the

City of Plriloclelplrio, PH-010*70A. This oword, in the omount of $285,592,
woi mode in order thot the Deiender Associotion of Philodelphio could hire
twenty-six qdditionol employees for one yeor, from December I, 1970 to

Novernber 30, 1971. Vle quesiion the monner irr which the Governor's Justice

Commission hos occepted purportedly supporting documetrtotion for this gront.
The Comrnission file contoins in{:ormr:tion thof rnost of these employees were

hirecJ in 1971, rnony L:eing hired iust o monflr or two before the grant expired
so thof there wcs o potent impcssibility of corryirrg out tlre plon os cloimed
[:y tlre grcntees within the tinre outlroriz"ed ond there wos no time extension
for the e.rpenditut'e.

. {i 1,



The Honoroble Robert P. Cosey - 2

July 25, 1974

Moteriol in oui'files relcting to the foregoing coses is ovoiloble to your stoff
for review. Pleose let rne know if further ossistonce con be given.

Sinc erely-,

H. JOSEPI-I HEPFORD
Choirmqn

r

HJH:rf
enc losL,re

a


