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. INTRODUCTION

It isacrud fact of life for the more than 31,000 children of Community School Didtrict 9 in the
Bronx that their didrict ranks a the absolute bottom of citywide reading and math scores.
Agtoundingly, in 1995 only one in three of these children performed a grade level in math. It is equaly
disturbing that fewer than one in three scored at grade level on standardized reading tedts.

The educationa progress of the students of Didtrict 9 is ultimately entrusted to the nine-member
Community School Board that presides over the 35 dementary and junior high schools that fal within
the didrict. It is these members of the school board who choose the educators, including the district
superintendent and school principals, that will lead the schools within the digtrict. Given the educationd
crigs confronting Didrict 9, one might expect that community school board members would be
consumed with a sense of urgent need to achieve school reform. Every available dollar should be

directed toward the needs of the classroom, with a single-minded focus on improvement.

To the contrary, our prdiminary investigation has reveded that the attention of Community
School Board 9 ("CSB 9") members and the resources of Community School Didtrict 9 are focused on
meatters thet have little if anything to do with educationa improvement. Indeed, in investigating the many
dlegaionsthat CSB 9 members have misused didtrict resources and personne, this office has yet to find
evidence affirming that any of the resources in question were directed toward legitimate educationd
goals. Under Board President Carmelo Saez, Jr., didtrict resources are being diverted for the political
and personal needs of Saez and his political cronies. A mgjority of the other members of CSB 9, each
with voting power and voice equa to Seez's, have through mafeasance or nonfeasance encouraged
Saez's misuse of public power. So clear a pattern of misconduct has emerged during the first four
months of this investigation that it is possble to disclose publicly a portion of our findings while the
investigation continues.

In the next few pages, we examine the tradition of corruption in Didtrict 9 that set the stage for
the present misuse of school dollars and personnel.  We then describe severd different ingtances of

misconduct or waste reveded thus far in the course of our investigation, ranging from coercive palitica



fundraising practices to the misuse of school board members expense accounts. We note that the
abuse of public office in this digtrict has become so commonplace that some parents and teachers have
come to regard it as unstoppable.

Attached to this report is an excerpt from a 1993 investigative report by this office detailing the
misuse of Didrict 9 personne by Carmelo Saez, J. in his palitica fundraising efforts. The wrongdoing
described in that report is Smilar to the present-day fundraising practices described by witnesses in the
course of our current investigation. Despite public censure for his conduct exposed in our 1993 report,
Saez has continued to misuse his office with the acquiescence of the mgority of his fdlow board
members. The evidence suggests that in the long-time struggle to rid Digtrict 9 of corruption, the baitle
continues to pit palitics againgt pedagogy. And politicsis ill winning.

II. BACKGROUND

Any examination of possible wrongdoing in Community School Didtrict 9 requires, a the outset,
brief congderation of the recent history of the district and the past conduct of its leaders. In fact, by
examining the tradition of misuse of school personnel and resources in Didtrict 9, it becomes clear after
reading the facts described in this report that the history of corruption in Digtrict 9 is repeating itsdlf -- at
the expense of the digtrict's school children.

Community School Board 9 has been suspended twice in the last eight years. In 1988, then-
Schools Chancellor Richard Green, citing charges of corruption and an ongoing probe into District 9 by
the Bronx County Didrict Attorney's Office, sugpended al nine members of the board, including
Carmelo Seez. Saez, who first became a board member in 1975, has remained on the board since that
time except when he was removed or suspended by different chancellors.

On the heds of this suspension, in 1989, three of the suspended board members, Jerome
Greene, Curtis Johnson and Jose Gonzaez, were indicted in Bronx County on various charges of
larceny and official misconduct. Each of the three pleaded guilty and separately admitted that they had
improperly used Didirict 9 employees and equipment to produce politica materids. In addition, Jose



Gonzalez admitted to charging parents to participate in alatchkey program that should have been free of
charge. Curtis Johnson aso pleaded guilty to grand larceny and admitted receiving kickbacks from
vendors doing business with Didrict 9. And Jerome Greene, one-time president of CSB 9, pleaded
guilty to petit larceny and was sentenced to Sx months probation. Johnson and Gonzaez received
differ sentences than Greene, and both were sentenced to prison terms.  Also in connection with the
Bronx investigation, PS 64 Principd Howard Levine and Didrict 9 employee Fred Brown pleaded
guilty to petit larceny and admitted to using Didtrict 9 equipment and resources to copy political
materias.

Carmelo Saez was questioned in 1989 in connection with a Bronx Didrict Attorney's Office
investigation and admitted that he too had used school employees to work on matters unrelated to the
business of Didtrict 9. However, he was not charged with any crime. He ran for redectionto CSB 9in
1989 dong with two other incumbents who also had been suspended from CSB 9, Edwin Cruz and
Loise Washington. All three were re-dlected, and Saez was voted president of the board.

With his dection to the president's position, mede possible by the support of his fellow board
members, Carmelo Saez was now "in command” of CSB 9. He proved skillful a marshding amgority
of votes on the board when he needed them. And the task of commanding a mgority was made
somewhat easer by the system of assigning CSB 9 members to act as liaisons to certain schools in the
digrict. Board members wanting to satisfy their desires for thelr respective schools sought Saez's
support. Thus, to board members, it made good sense to support Saez in return for his assistance to
them.

In October 1991 there was further turmoil when CSB 9 Vice-Presdent George Paermo was
removed from office after pleading guilty to charges that he had menaced a Didrict 9 employee.
Paermo was accused of threstening to harm the employee, who was at that time the executive assstant
to the Superintendent of Didrict 9.

Less than a year later, in May of 1992, Carmelo Saez was again suspended from CSB 9, this



time by then-Schools Chancellor Joseph A. Fernandez.  The suspension was made a permanent
remova one month later after it was confirmed that Saez had improperly used district equipment and
personnel to make a promotiond video for the Lancers Drum and Bugle Corps, for whom Saez was a
sdaried director. Thiswasin June 1992. Severd months later, in November 1992, Saez ran for a City
Council seat. He not only logt the race, but dso failed to file the financia disclosure form required of al

candidates.

Findly, in May 1993, Seez again ran for eection o CSB 9 and won. His dection was
doubtless facilitated by low voter turnout and Saez's utilization of district resources to raise politica
funds and to perform campaign work. Once again he was eected to the president's post by his fellow
board members, including Benjamin Ramos. Ramos was later removed from the board after an
investigation conducted by this office established that he lived in New Jersey, thereby rendering him
indigible to run in the didrict. Thus, Saez managed to maintain leadership of the board in spite of a
troubled history of performance.

The years of turmoail in Didrict 9 have taken a tremendous toll on the didtrict: there have been
five different superintendents in the last 9x and a hdf years done. The rate of teacher turnover is
digressngly high. The didrict has sunk to the very bottom of the citywide scores measuring
performance in math and reading. The continued perception of corruption and misconduct in Digtrict 9
has had a chilling effect on the democratic process, evidenced by the fact that in the current 1996 school
board eection, only ten individuds filed nominating petitions for nine CSB 9 sedts, and of the ten, Saez
himsdlf successfully challenged the petitions of four.

This higtory provides the context for the findings of our current investigation. We begin this
summary of our preiminary findings with a description of ongoing improper fundraising practices in
Didrict 9. Despite this office's December 1993 report, which exposed Saez's corrupt fundraising
practices, the board president continues to misuse his office.

[Il. POLITICAL FUNDRAISING: ATTENDANCE REQUIRED



The poalitica fundraiser, something of a tradition in various local school didricts in New York
City, appears to be a highly successful formula for generating money that can easly disgppear into
persond accounts. Our 1993 invedtigation into wrongdoing in the course of loca school board
dections found the fundraising formula a work in Digtrict 9, among others®  Our 1993 report
described how Carmelo Saez used numerous school personnel, on school time, using school resources,
to organize afundraiser. He aso formed an organization in whose name the funds were raised -- money
that seemingly disgppeared. The report illustrated that this misuse of school personnd was not only
coercive, but was aso aviolation of the city's conflict of interest laws, which govern dl public servants?

It is easy to see why this method of raisng money is o gppeding. It isvirtudly fool-proof: high
ranking officids in the district sponsor a party for which there is an admission price, usudly between $25
and $35 per person. Tickets are distributed to personne in the schools, usudly the school principds,
who are expected and often pressured to sell them. Naturdly, these principas fed obligated both to sell
tickets and purchase tickets themsalves in addition to atending the event, on the assumption that loyaty
will be rewarded.

Meanwhile, parents are recruited to donate and serve food, while being told that the proceeds
of the fundraiser will benefit the local schools or some educationd purpose. If liquor and a Site for the
party can be obtained at relatively low cog, the event isadmost certain to make a handsome profit.

The sponsor of the event can easily open or use a bank account registered in the name of a
neighborhood organization, or whet is put forth as such. Then the proceeds of the fundraiser, money
from the ticket sdles, can be deposited into the account of the organization. Obvioudy, the politician
who organizes the fundraiser, in this case Carmelo Saez, typicaly asserts control over the funds in the

organization's bank account.

see the Special Commissioner of Investigation's 1993 report, From Chaos To Corruption: An Investigation Into
The 1993 Community School Board Election, an excerpt of which is attached to this report as Appendix A. See also
the Special Commissioner of Investigation's April 1993 report entitled, Power, Politics, and Patronage: Education
in Community School District 12.



Saez appears to have mastered this formula for fundraisng. Since our December 1993 report,
Seez has hdld at least three more fundraising events.  According to witnesses who participated in the
fundraisers, Saez held them on December 16, 1994; June 23, 1995; and December 8, 1995. Saez
formed a not-for-profit organization, the Bronx Educationd League, dso known as the Bronx

Educational Council, in whose name the fundraisng events were held.

In a depogition taken under oath, a Didrict 9 employee gave us ararely available indder's view
of the mechanics of the fundraising ticket sdles. From the employee's account, Saez pressures teachers
and principals to el tickets for the events. For each of the three fundraisers, Saez, Stting in his digtrict
office, prepared manila envelopes each containing twenty tickets. These packages were for the district's
principals. At $35 per ticket, each principa was supposed to sdll his or her entire dlotment of twenty,
thus generating a totd of $700 to be returned to Saez. Saez maintained a little black book in which he
kept tabs on tickets purchased for cash. The tickets themselves were designed on Didtrict 9 computers
by Didrict 9 personnd. With digtrict personne performing these tasks, much of the codts related to
organizing and running the events were borne by Digtrict 9.

Typicdly, principds arived a the digrict office to pick up their tickets, or messengers
employed by the digtrict ddlivered the manila envelopes to the schools. Principals who did not respond
promptly received telephone cals a their schools from the didrict office. Not surprisingly, severd
witnesses have informed this office that dmog dl the didtrict's thirty-three principas bought and sold
Saez'stickets. Their account is corroborated by bank records we have obtained which show numerous
checks from digtrict Saff to the Bronx Educationa League, an organization run by Saez.

If dl thirty-three principas sold their quota in tickets, that is $700 worth of tickets each, these
sdes done could be expected to generate as much as $20,000 for each individua fundraising event.
We have aso been told that there were robust ticket sales a the door on the evening of each of the
fundraisers yidding alarge amount of cash.

’New York City Charter, Chapter 68, section 2604(b)(11)(c). Seealso New York State Election Law, section 17-156.



Carmelo Seez's sigter-in-law, Carmen Hernandez Abarca, who was in charge of admisson a
the door, was observed collecting substantial amounts of cash in a large bucket at the entrance. We
have been told that the fundraisers were well attended, with several hundred people present at each
event. In addition, tickets were sold to people who did not attend. Based on a conservative estimate,
the three fundraisers together could easily have generated in excess of $30,000.

This money was dlegedly being used to defray the cost of the events, with the remainder going
to the Bronx Educationd League. However, the cost of the events were usudly kept to a minimum by
asking parents to donate food, while entertainment, liquor and the use of a Ste were obtained at low
cost.

While our investigation is continuing, we have begun to trace the path of some of the money
withdrawn from the checking account of the Bronx Educationd League, the "not-for-profit” organization
formed by Saez which served as sponsor of the three events.  The following withdrawas are among
those which are listed on bank records for the account but appear persond to Saez, rather than having
anything to do with the supposed charitable purpose of the Bronx Educationa League:

Withdrawals.

1. A check dated October 8, 1995 payable to NYT Insurance in the amount of $320,
which gtates on the face of the check that it is payment for car insurance. It should be noted
that Carmelo Saez drives a 1986 Cadillac which, according to records of the New York State
Department of Motor Vehicles, is registered to the Bronx Educationa League. It seems likely
then, that Saez used the League to provide him with a car, and used funds derived a least in
part from digtrict fundraisers to pay for auto insurance.

2. A check dated August 16, 1995 payable to the "New York Teephone Co." in the
amount of $264.58, which gtates on the face of the check telephone number (718) 731-1160,
Seez's home teephone number.  Presumably, this check was payment for Saez's home
telephone hill.



3. Three checks totding $3,950 made payable to Dominick Fusco, a Bronx attorney
whose relationship with CSB 9 is examined later in this report. Two of the checks made out to
Fusco have the words "legd fee" or "lawyer feg" written on the face of the check. A third check
to Fusco, in the amount of $2,000, has no writing on the face of the check indicating what the
payment is for. We are dill invedtigating what, if any, legd services Fusco might have
performed for the Bronx Educationd League.

4, A check in the amount of $250 which was ultimately used to pay for Seez's parking
tickets. The check was payable to Monica McDermott, who is the executive assstant to CSB
9.> McDermott explained her receipt of this check as follows. In 1993, McDermott gave a
used car to Camelo Saez, which was regisered in her name. Seez faled to change the
regigtration, then accumulated a number of parking summonses that were issued in McDermott's
name. After several hundred dollars in summonses were sent to McDermott, she complained to
Saez. Saez issued the $250 check to McDermott to compensate her for paying a portion of the
parking tickets. Saez eventualy registered this car in the name of the Lancers Drum and Bugle
Corps, a group whose connection to Saez is examined later in this report.

If Saez is dipping into the funds of the Bronx Educationa League to cover persona expenses,
as the evidence suggests, thisis not surprising in view of his own persond financid Stuation. According
to his financid disclosure forms that he must, by law, file each year as an eected member of CSB 9,
Saez has not earned more than $5,000 ayear since 1992. Y et he maintains a mortgaged house with its
utilities, a car and car insurance, and has a wife and two school-age children living & home. His wife,
according to witnesses, seemsto have apart-time job. Severa district employees have stated that Saez
made no secret of the fact that he needed money, and indeed tried to borrow money from severa
district employees.

%The use of McDermott to perform personal chores for Carmelo Saez when she should have been tending to
district mattersinstead is examined in alater section of this report.



The bank records from the Bronx Educationd League bank account that we have discovered
thus far explain where a portion of the proceeds from the fundraisers has gone. However, a great dedl

of money generated by these events is ill unaccounted for.

The bank statements for the Bronx Educational League obtained by this office show about
$11,570 in deposits made to the League's account from December 1994 to the beginning of March
1996. Saez conducted the three fundraisers from December 1994 until December 1995. Based on
information provided by severa witnesses, it appears that thousands of dollars are unaccounted for.
This office has found no evidence that any of the funds generated were spent for educationa purposes.
In addition, it should be noted that only about $60 remains in the account today.

Tracing these dollars is made more difficult because the Bronx Educationd League has neither
officidly registered with New Y ork state as a charitable organization nor filed the 1995 annud financiad
report required of al not-for-profit organizations by New York law.* Our examination of deposits to
the account does confirm that many of the deposits are in the form of persond checks written to the
Bronx Educationad League by employees of Didrict 9. Presumably, these are the employees who
complied with Saez's request to buy and sdll tickets to the fundraising events.

At what price does an employee resst Saez's entreaty to sdll tickets to the fundraisers?
According to one witness, refusd to sell ticketsis risky:

Q. Did Mr. Seez express any displeasure with people who did not buy tickets [for
fundraisery)?

A. Yes

Q. Wha, if anything, did he say and what, if anything, did he do regarding those people?
A. Hed say something like, "Hes higtory.” He usesthat term alot.

Q. Doyou know of any instances where Mr. Saez punished a principa or a board

“New York State Executive Law, section 172(9). Seeaso New York State Estate, Powers, and Trusts Law, section 8-
1.4. The Bronx Educational League did register with New York City as a charitable organization, but failed to do so



employeefor failing to purchase tickets?
A. [wouldnt say "punished." | would say thet if they needed afavor from him and he was
ableto help, he would just ignore them.

There can be no doubt that Saez is in a uniquely powerful position to impose his will upon the
digtrict and its employees. Applying this type of pressure for persond and political advantage, as Saez
has done in District 9, is conduct prohibited by the city's conflict of interest provisons® Thus his
fundraising practices are not only improper, but dsoillegd.

Perhaps the most troubling issue of dl concerning Carmelo Saez's fundraising practices is the
perception on the part of some digtrict employees that a contribution to the fundraisers is essentid to
their advancement in the didtrict.  After dl, the members of CSB 9, under Seez's leadership, have the
power to promote, gppoint, and alocate resources in the district. According to some of the people in
the didrict interviewed in connection with this investigation, helping to raise money for Saez's Bronx
Educationd League is seen as one way of earning Saez's good will. That good will seems essentid to
advancement in the didtrict. 'Y e, advancement based on good will has little to do with merit.

Clearly, it ismerit that is sorely needed in order to lift the educationd performance of Didtrict 9.

It is no surprise that, according to witnesses, dedicated teachers who are disiliusoned by the palitics

find a way out of Didrict 9. Along with taented educators goes the best chance for educationd
improvement in the didtrict.

V. CARMELO SAEZ USING DISTRICT PERSONNEL FOR HISPERSONAL NEEDS
Given Didtrict 9's low educationa performance, its employees and board members should be
devoting every minute of their working day to the digtrict's children. Instead, Board President Carmelo
Saez, X. has consgently monopolized the time of district personnd by having them atend to his
personal and politica affairs. In fact, Saez has gone so far as to order a subordinate to break the law

with New Y ork State, as required by law.
*New York City Charter, Chapter 68, section 2604(b)(11)(c).
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on two occasions by atering and destroying documents.

A number of employees of Didrict 9 have admitted under questioning by this office that they
have performed persona chores for Saez during school office hours when they should have been
tending to the business of the school digtrict. Each of these employees has described a smilar set of
circumgtances. Saez gpproached and asked that they perform some type of work, usudly clerica in
nature, such as making copies of documents pertaining to his éection campaign or his fundraising
activities.  Only two employees tedtified that they refused Seez; instead, on most occasions his

subordinates did as he asked. In brief, some of their accounts are as follows;

1. Luz Lopez is the executive secretary for Community School Board 9. Questioned
under oath by this office, Lopez admitted that she frequently performed persona chores for
Camdo Saez, and on some occasions spent her entire workday tending to his persona
matters. Her duties included making doctors appointments for Saez, handling correspondence
regarding his parking citations, and making calls to members of his family. Lopez admitted thet
she frequently performed persona chores, such as driving Saez various places when his car was
impounded due to nonpayment of parking citations. In addition, Lopez spent a consderable
amount of time working on the fundraisng events organized by Seez that are described in the
previous section of this report. Further, according to Lopez, Saez attempted to borrow money
from her, but she refused. In the conflict-of-interest provisons of the City Charter, a public
servant is prohibited from using or atempting to use his podtion to obtain money from another
public servant.” Finally, on two occasions described later in this report, Saez asked Lopez to
alter or destroy documents.

2. Monica McDermott is the executive assistant to CSB 9, who isreferred to above asthe
Didtrict 9 employee who gave Carmelo Saez a used car.  As with Luz Lopez, Saez asked
McDermott to perform persond tasks for him on a number of different occasions. According

*New York City Charter, Chapter 68, Conflicts of Interest, section 2604(b)(3). See aso Chancellor's
Memorandum No. 47(9), which states that |oans between supervisors and subordinates are prohibited.
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to McDermott, at Saez's direction she composed gpplications for the Lancers Drum and Bugle
Corps, an organization with which Saez is involved that is described in a later section of this
report, and typed tickets for various fundraisers organized by Saez. She recdls that the first
fundraiser ticket she created was in June 1994 and was entitled "Community School Didtrict 9
End of Term Party, sponsored by the Bronx Educational Council." Also, according to
McDermott, Saez asked her to loan him money a number of times, just as he asked Luz Lopez.

McDermott recals that she gave Saez money on gpproximately 15 different occasons, usudly
in amounts ranging from $20 to $50. Again, such loans violate the City Charter.

3. Marie WigginsisaDistrict 9 employee whose duties include photocopying documents.
Wiggins admitted under questioning that she has performed a number of copying tasks a the
request of Carmelo Saez.  She made copies of documents pertaining to Saez's school board
election campaign when heran for office in 1990 and then again when heran in 1993, according
to Wiggins. On another occasion, Wiggins admits, she made a hundred copies of a 75-page
music book for Saez, who told her that the book was for use by the Lancers, the drum and
bugle corps that is described in a later section of this report. According to Wiggins, that one
job took her gpproximately one and a haf to two hours. Before Saez and the other members of
CSB 9 were suspended in February 1996, Wiggins says that Saez approached her and asked
her to run off copies of some "confidentid items” According to Wiggins, Saez told her that it
was "illegd" for her to copy the items for him, but that he would like her to do it nevertheless.
Wiggins says that she told Saez that she would have to think about his request, and get back to
him. She says she did not get back to him and did not comply with this latest request.

4, Loretta Polomeno is the Digtrict 9 employee who was formerly in charge of the didtrict's
copying center. She too was asked by Carmelo Saez to handle persona matters for him.
Polomeno admits that over the years she has made tickets and pamphlets for the Lancers Drum
and Bugle Corps, and made pogters in connection with Saez's campaign for a seat on the New
York City Council. Polomeno aso recalls copying campaign materids for George Pdermo, a
former vice presdent of Community School Board 9 and close associate of Carmelo Saez.



The pattern discernible from these witnesses accounts is quite dear: in Didtrict 9, the persond
and political needs of Carmelo Saez were tended to on didrict time, by digtrict daff, with district

resources.

It is dso important to note that this same pattern of misconduct led to the indictment and
crimind convictions of several of Saez's former associates in Didtrict 9 in the late 1980's. Thus, it
gppears that the four employees described above are only the latest in a long line of Didtrict 9
employees who have been misused by Carmelo Saez.

V. SQUANDERING PUBLIC FUNDS ON UNNECESSARY LEGAL FEES

Reward for loyaty to Carmeo Saez and certain members of CSB 9 is not a prize reserved for
educators only. During the past three years, the members of CSB 9 have voted to spend up to
$27,000 on the services of a Bronx attorney, Dominick Fusco, at arate of $75 per hour. The hiring of
Fusco has the appearance of payback in return for Fusco's political endorsement of the very school
board candidates who, once eected, have consstently voted to hire him. The amount authorized for
Fusco's fees seems somewhat extravagant given that the legd services of the New York City
Corporation Counsdl, as well asthe Board of Education's own Office of Lega Services, are available to
CSB 9 free of charge for appropriate purposes.

Fusco is aleader of an organization in the Bronx that was formerly called the Committee of 100
Democrats. Under Fusco's stewardship, the group has since been folded into an dternative politica
organization named the Independent Fuson Party, Inc. By Fusco's own account, his group's
endorsement of school board candidates has considerable vaue. In testimony that he gave before the
Borough of the Bronx Commission on the Integrity of School Officias on November 28, 1995, Fusco
described the work his committee has done for certain school board candidates, including Carmelo
Saez: "We went out, we endorsed him [Saez], we sent out literature, mail, and if there was any dection
management.” In other words, according to Fusco, his group helped manage the campaign of Saez, in
addition to lending its endorsement to certain other candidates who won seats on Community School
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Board 9, including Gary Coleman, Claude K. Aska, Benjamin Ramos, Edwin Cruz and Ana Diaz-
Brewster.

In his testimony, Fusco further explained that the Committee of 100 Democrats endorsed an
"anti-corruption date” in the 1993 school board eections. Ironically, this "anti-corruption date” included
Saez -- who had already been removed from School Board 9 as a result of corruption charges. 1993
campaign materids obtained by this office show that the five board members mentioned above ran for
election on the same dae as Seez as pat of the "unity team,” confirming that these fellow "team”
members actively participated with Saez in campaigning and winning seats on the board.

If Dominick Fusco is to be believed, the Committee of 100 Democrats was effective in the
1993 dections. According to Fusco's testimony before the Bronx Commission on the Integrity of
School Officias, 50 of 54 candidates endorsed by the Committee of 100 won seats on various
community school boards in the Bronx.

Since the 1993 dection, Carmelo Saez has been willing to go out of his way to accommodate
Fusco -- willing even to breek the law by directing dteration of the wording of a CSB 9 resolution
voted by the board that authorized payment of Fusco's fees.

Board of Education ("BOE") policy’ requires that whenever a community school board seeks to
hire an attorney and anticipates spending more than $5,000 in one fisca year on the attorney's fees, it is
necessary for the community board to pass a resolution authorizing the hiring arrangement, and aso to
obtain passage of a smilar resolution by the centrd Board. Presumably, requiring the approva of the
centra Board is supposed to serve as protection against open-ended employment contracts between
community school boards and legal counsd.

In theory, the rule acts as a safeguard by prohibiting the community board from smply opening

"Standard Operating Procedures Manual, "Engaging Legal Services By Community School Boards."
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its purse to an attorney. Indeed, it should not need to, given that the city's Office of Corporation
Counsd and the BOE's own Office of Legdl Services are available to assgt in handling the legd affairs
of local school districts. Thus, the rules’ require that the central Board of Education review the matter
whenever a community board seeks to spend more than $5,000 in one fiscal year on the services of an
attorney. The rules aso require the community school board to specify in its resolution the nature of the
legal servicesto be provided by outside counsdl.

CSB 9 has passed severd resolutions authorizing the retainer of Dominick Fusco at an rourly
rate of $75. Infiscd year '93-'94, CSB 9 approved payment of up to $7,000; then for fiscal year '94-
‘95, the board approved payment of up to $10,000; and for the present fiscal year, '95-'96, the board
approved another $10,000. Thus, during the last few years, CSB 9 has authorized spending up to

$27,000 for the services of Dominick Fusco.

On July 26, 1995, CSB 9 passed the latest such resolution, authorizing payment to Fusco for
legd services during fiscal year '95-'96 at an hourly rate of $75. Only this time, the resolution lacked
any cap on the expenditure, meaning that no limit was set on the dollar anount that Fusco could bill the
BOE during the "95-"96 fiscd year. Without any such cap, the resolution was defective. These facts
rase two questions. Was the omisson of the protective cap on Fusco's fees intentiona? And would
the central Board of Education detect the omisson?

In answer to the second question, the centrd board caught the omisson sometime during
October 1995, according to Judith Kay, the deputy generd counsd of the central board's Office of
Legd Services. Kay recdls that either she or a colleague noticed that the most recent resolution
submitted by CSB 9 for approva of Fusco's fees omitted the cap on the amount to be paid to Fusco.
According to Kay, she telephoned the Didtrict 9 office and spoke to executive secretary Luz Lopez,
informing Lopez of the omisson. Kay assumed that the resolution would have to be corrected and
voted on again by CSB 9. But Carmelo Saez had a quicker fix in mind.

8.
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According to Lopez, she was ordered by Camdo Saez to indruct her fellow employee,
Monica McDermott, to ater the resolution so that it would conform to Board of Education policy.
However, Saez did not want to wait for the next CSB 9 meeting when he could seek gpprova of the
revised language. Instead, he instructed Lopez to fax the dtered resolution to Kay, and tell Kay that
this newer verson was in fact the version that had actually been passed by CSB 9. Saez told Lopez to
say that she had omitted the requigite limit on legd fees by mistake when she origindly transmitted the
resolution to Kay.

In doing S0, Lopez would be representing to Kay that the newer corrected verson was the
resolution that had actualy been approved by CSB 9. Thus, Saez ordered that the language of the
resolution be dtered without convening the board, an action thet isillegd. According to Lopez, she
followed Saez's orders, but later she and Monica McDermott explained to Kay how the two different
versions of the resolution actudly had come about.

Whether the omission of the cap on Fusco's fees was an intentiond effort by Saez to bypass the
protections againgt excessve fees paid to outside lega counsd is a more difficult question to answer. It
is clear, however, that Saez tampered with the language of the resolution without convening CSB 9 for a

vote on the matter, in order to expedite payment to Fusco.

It is aso clear that in the past few months Fusco has been spending considerable time on lega
matters involving the members of CSB 9. A recent flurry of lawsuits handled by Fusco that involve
Saez and various other board members could farly be characterized as political matters, rather than
meatters pertaining to the direct educationa needs of the studentsin Didtrict 9. For example:

1 Fusco asssted Saez in the preparation of alawsuit filed by Saez against Bronx Borough
Presdent Fernando Ferrer and his Commission on the Integrity of School Officids. The suit
accuses Ferrer and his Commission of dandering Saez by holding public hearings on dlegations
of wrongdoing by Saez in Didrict 9.  Saez dso names in this dander action his fellow board
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member, Robert Corbett, claiming that Corbett too dandered Saez when Corbett tetified
before the Commission that Saez was present when a bribe was offered to Corbett in exchange
for Corbett's vote on a Didrict 9 issue. A Didrict 9 employee has informed this office that
Fusco prepared the legd papers for this lawsuit and gave them to her for typing. This witnesss
account is corroborated by one of the bills submitted to the district by Fusco that appears to
contain a charge for services in connection with this litigation. Thus, it appears that Digtrict 9
was being asked to pay Fusco's legal fees in connection with hisrole in the filing of alawsuit by
one board member suing another for dander.

2. Fusco is representing Saez and most of the other members of CSB 9 who have sued
Schools Chancellor Rudolph Crew in an effort to set aside Crew's recent suspension of the
members of CSB 9.

3. CSB 9 recently authorized Fusco to commence an interndl investigation into the lesks
of certain information involving Didrict 9 which has been disseminated "to the newspaper
people and paliticians,” according to the minutes of a January 22, 1996 working session of CSB
0.

4, Fusco attempted to represent Saez in a court chdlenge of the qudifying petitions for
election submitted by fellow board member Corbett. During an April 3, 1996 hearing on this
matter, Bronx County Supreme Court Justice John P. Callins disqudified Fusco as counsd for
Saez, finding it improper for Fusco to represent one member of CSB 9 in a chdlenge to the
petitions of another member of CSB 9.° It should be noted that Saez has aso challenged the
candidacies of three other contenders for CSB 9, and was assisted by Fusco in at least two of

those challenges.

°Additionally, Chancellor's Special Circular No. 5, 1995-96, section E.1.5 states: "No attorney who represents a
community school board and is paid by Board of Education funds, may appear on behalf of individual candidates for
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Thus, it is clear from the evidence developed thus far that Dominick Fusco has served both as
counsel to CSB 9 and dso as an attorney to Carmelo Saez in connection with legd affairs that appear
personal to Saez. What is not so clear, however, is how much this persona service to Saez has cost the
didrict.

Adding to the appearance of payback in the hiring of Fusco by CSB 9 is the extent to which
Fusco has become involved in other personad matters affecting Carmelo Saez. For example, according
to severd witnesses, Seez is known to alow unpad parking citations to accumulate, resulting in the
impoundment of his car. In fact, he has twice been declared a "scofflaw” by Department of Motor
Vehicle records. According to one witness, on at least one occason Fusco gave Saez the $500
necessary to bail out Saez's car. The $500 was passed in the form of a persona check written by
Fusco to Saez. We have not yet been able to determine whether or how Saez returned the money to
Fusco.

From the above it is clear that CSB 9 has seen fit to authorize the expenditure of thousands of
dollars on the services of Dominick Fusco, an attorney to whom a number of board members appear to
be politicaly indebted. With legd advice potentidly avalable to community school boards free of
charge, the question arises. was the retainer of Fusco a prudent move on the part of CSB 9? Or was it
politica payback? Here Fusco's retainer has the gppearance of political payback, a significant cost to
Didtrict 9.

VI. UNSALARIED PUBLIC SERVANTSCOLLECT SALARIES

Members of community school boards in various parts of New Y ork City have managed to turn
their unsalaried board posts into positions that pay -- dbeit a modest payment of $125 a month. In
Didtrict 9, eight of the nine school board members are taking the $125 a month and referring to it as a
"dipend." Board President Carmelo Saez is taking $200 a month as a "stipend” for his service as board
presdent. In redity, board members are not entitled to Stipends but to reimbursement for expenses
actudly incurred. With the acquiescence of the Board of Education, the payments are now considered

election to that community school board.”
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not reimbursements but automatic monthly compensation.

Individuas who are dected to a community school board are not supposed to be paid for their
service to the district. Instead, they are "unpaid officias responsible to the public dectorate’™® They
do, however, have a means of recovering out-of-pocket expenses. regulations alow each member to
seek reimbursement for up to $125 in expenses each month without having to submit receipts to prove
the expenditures. If the board member seeks to recover more than $125, he or she must submit
receipts supporting the entire amount.™ A similar set of rules gpplies to community board presidents:
they can recover up to $200 each month, but must submit itemized receipts if they seek to recover a
grester amount.

Asin other digtricts, the school board members in Didtrict 9 treat the $125 expense account as
a gtipend to which they deem themselves entitled every month, regardless of whether they have incurred
any out-of-pocket expenses. This office reviewed records covering approximately two yearsin Digtrict
9 and discovered that the district administration apparently has created its own form for board members
to submit each month entitled, "Petty Cash Expenditure Report Form." It is interesting to note thet the
form created by Didtrict 9 for use by the members of CSB 9 omits language contained on the form
provided for use by the centra Board of Education. Thus CSB 9 members no longer have to certify the
following: "l am requesting reimbursement for the above listed expenses in accordance with SOPM
regulations. | certify that these out of pocket costs have been incurred by me in the performance of my
officid duties as a Community School Board Member." Not having to certify their out-of- pocket
expenses each month frees the members of CSB 9 to clam the maximum amount alowed every month.

We reviewed gpproximately 216 such forms, and found that each member's submisson was
adways the same: $125 a month, with Saez claiming $200. In every case, expenses were ligted in the

19Standard Operating Procedures Manual, "Cash Funds," section 9.17.2.
d.
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postage, carfare and specia services categories. All of the forms appear to have been prepared by the
same person, though the forms appear to be sgned by the individua school board members themsdlves.

While the forms list categories of expenses, thus carrying the pretext of an expense report, the
word "gtipend” is listed in the purpose block. And the central Board of Education records covering
these transactions aso describe the payments as stipends. Central board officials acknowledge that
they are fully aware that in many community school didricts loca board members are reimbursed for
$125 in expenses each month, even though these members might not be entitled to that amount. In
Didtrict 9, these payments to the members of CSB 9 add up to a combined tota of $14,400 ayear.

The members of CSB 9 typicdly treat their expense accounts as a smdl sdary, raisng the
question of whether they are in turn charging their out of pocket expenses, such as meals and carfare, to
other accounts. Because our review of this extra spending by CSB 9 members is il underway, this
guestion cannot yet be answered. What is clear a this juncture, however, is that the board members
have converted their expense accounts into automatic stipends and are taking money to which they
might not be entitted. In other words, they are taking money tha is desperately needed in the
classrooms of Didtrict 9 and, in so doing, have converted positions of public service into ones of private
profit.

VII. ORDERING SEXUALLY EXPLICIT MOVIESAT THE DISTRICT OFFICE

A further example of improper use of Digtrict 9 resources is use of Carmelo Saez's Didtrict 9
office cable tlevison sarvice for the viewing of sexudly explicit pay-per-view movies. Saez's office
was wired for cable TV, and according to a didrict employee Saez dlowed his family to use the
television in his office, where they could enjoy the cable service provided to the digtrict by Cablevison.

Inthefdl of 1994, a hill for the cable televison service to Saez's office was processed for

payment by Didrict 9. However, unlike previous hills, this one was not smply paid without comment.
Instead, the bill was routed to Saez by the Director of Operations for Digtrict 9, Marlene Siegdl, with a
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memo curtly suggesting that Saez pay some of the charges himslf.

Segd explained in her memorandum that the programs listed on Saez's bill were not included in
the Board of Education's contract for educationa channds. Thisis because Saez's hill included charges
for severd pay-per-view movies, ranging from sexudly explicit films, such as Sexual Outlaws, Caged
Heat 2, Sripped of Freedom, Criminal Passion, and The Pamela Principle to better known feature
films such as Four Weddings and A Funeral. These films were ordered after office hours, each on a
different night between the hours of 6:30 and 8:30 p.m.

Cablevison confirmed with the Didtrict 9 office that the movies were ordered by someone using
the equipment assigned to Carmelo Saez's didtrict office. However, when derted to the fact that pay-
per-view service should not have been available to a schoal office, Cablevison subsequently agreed to
waive the cog of the films,

VIIl. THE LANCERSREVISITED: FURTHER MISUSE OF EDUCATIONAL FUNDS

AND RESOURCES

Carmeo Saez's origina association with the Lancers Drum and Bugle Corps, an organization
geared primarily to dementary and junior high school students, led to his suspenson and eventud
remova from CSB 9 in June 1992 by then-Schools Chancellor Joseph A. Fernandez. Fernandez
removed Saez after it was established that Saez had used Didtrict 9 personnd and equipment to make,
according to the Chancellor, "a videotape designed to solicit funds for an organization that employs you
[Saez] directly. It is now a0 clear that this tape was shown in the Didrict as part of a fundraising
effort.*?

In a June 16, 1992 |etter removing Saez, Fernandez wrote, "After careful consderation, | have
come to the conclusion that your actions warrant remova from Community School Board 9... It is

highly improper for an official, such as yourself, to ask any employee to perform non-Board of

2Joseph A. Fernandez, letter to Carmelo Saez, May 4, 1992. For the complete text of this letter, which suspended
Saez from his board post, as well as the text of Fernandez's June 16, 1992 |etter removing Saez from CSB 9, please see
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Education work, even on a volunteer basis... There is no dispute the tape solicits funds for a private
organization. In the middle of the tape, your name and address appear -- in fact you are listed as
Director of the organization. Y ou state you resigned from the Lancersin May 1991. Nevertheless, your
name appears on the fundraising tape as Director. It is grossly improper for you, as President of
Community School Board 9 and a public officer, to appear (be listed) in a videotape soliciting

funds for an outside organization which was paying your salary" (emphasis added).

Despite this clear and unequivoca admonishment, Saez has continued to abuse his position and
to violate both the law and Board of Educetion regulations. It becomes ever clearer that what
happened before is happening again. Saez continues to profit from the Lancers, and continues to use
digtrict personnel to do so. Further, thousands of city dollars seem to have disgppeared through the
Lancers while Saez has sought to cover up his role by ordering a district employee to destroy critica
documents.

In October 1994 the Lancers sought and won a contract with the New York City Department
of Youth Services ("DY'S') to operate a "music fuson project” a three junior high schoolsin Didtrict 9.
The contract price was stated as an amount not to exceed $10,000, with the programs operating from
November 1, 1994 until the end of the school year, June 30, 1995.

The 1994 contract fails to mention Saez's connection to the corps, which isnot surprigng in light
of Saez's previous remova from CSB 9 for his involvement with the Lancers. On the contract, he is
listed neither as an officer nor as aboard member. Ingtead it names Carmen M. Rivera as the executive
director of the Lancers and Frank Abarca as the program director. As it turns out, Seez is closdy
related to both Rivera and Abarca. Carmen Rivera has been identified as his sster and Frank Abarca as
his nephew. Furthermore, the address of record for the Lancersis listed as Saez's home address, 1806
Underdiff Avenue in the Bronx.

The 1995 Lancers expenditure report accounted for only $1,930 of the $5,625 DY S had paid
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the Lancers for the DY S contract. Thus, $3,695 was unaccounted for, with no explanation from Saez
or the Lancers as to what happened to the money. On October 16, 1995, DY S sent a letter to the
Lancers at 1806 Undercliff Ave., Saez's home address, demanding a refund of the $3,695 that the
Lancers had falled to document as an gpproved program expenditure. To date, DYS has neither
received a refund nor a response. It appears that, as in 1992, Saez has misused the Lancers for
persond gain.

We have uncovered further irregularities in the Lancer's dedling with DYS.  With two of
Carmelo Seez's rdatives listed on the DY S contract as managers of the Lancers program, Saez was
prohibited by the terms of the contract from taking any payment for work on the music fuson project.
Section 6B of the DY'S contract, entitled "Prohibition Against Nepotism,” forbids the contractor from
hiring or making payment to any "immediate family member,” a caegory tha includes sger and
brother. This means that Carmen Rivera was expressy forbidden by the terms of the contract from
making payment to her brother Carmelo Saez in connection with this project.

However, Rivera did make payment to Saez out of the DY S monies the Lancers received for
the project. This was reveded in July 1995, after the end of the program. At this time the Lancers
submitted to DY'S the expenditure report, discussed above, to which were attached two cancelled
checks, each payable for $100 to consultant "Carl Saez" (Saez goes by both "Carmelo" and "Carl").
The authorized signatories on the checks are Carmen Rivera and Frank Abarca, and the checks appear
to have been endorsed and cashed by Carmelo Saez.

On that expenditure report, it is Saez, rather than Carmen Rivera, who dgns as executive
director. This grongly implies that his financid interest in the Lancers extends well beyond the
consultant checks listed above. Even standing done, however, the "change' in the executive director
position violates the contract terms, which specify that any changes in the position of executive director
must be made known to DY S within five days of the change. The Lancers never notified DY S that

Saez was running the program.
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IX. THE COVERUP: DIRECTING A DISTRICT EMPLOYEE TO BREAK THE LAW
AND DESTROY EVIDENCE

The Board of Education, in suspending CSB 9 in February 1996, seded its offices and
prohibited board members, including Saez, from entering the building without an escort or tampering
with materids ingde. On February 15, 1996 -- in the midst of the sugpension and with investigations
into CSB 9 misconduct ongoing - Seez asked his executive secretary, Luz Lopez, to locate a
document regarding the New York City Mission Society, a group which had its own drum and bugle
corps called the Misson Cadet Corps. Previoudy, Saez had approached the Misson Society with
hopes of merging that organization with the Lancers. The connection between Saez, the Lancers and
the City Misson Society is part of an ongoing investigation. What is clear now is that in addition to
Saez's attempt to merge the organizations, two of his fundraisers were held at the City Mission Society.

Saez told Lopez to remove the Misson Society document from his office and to smuggle it out
of the building. Lopez responded that she could not do so because the office was being guarded to
prevent the remova of any documents. Saez then indtructed Lopez to carry the document to the
bathroom and flush it down the toilet.

Later that day, Lopez and Saez spoke again and Saez asked whether Lopez had complied with
his request to destroy the document. He dso sought her hep in removing documents regarding the
Lancers that he had in his office. Given Saez's past censure for his involvement with the Lancers, it is
not surprisng tha he wanted to hide from authorities any documentetion that might establish his
continued association with that organization.

It should be noted that the City Mission Society was the ste for two of the political fundraisers
that are described earlier in this report. Despite his apparent ties to the Society, his plan to merge the

Lancers Corps with the Mission Society's corps was ultimately rejected.

It is clear from the facts presented here that Carmelo Saez has gone to considerable lengths to
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cover up his continued involvement with the Lancers -- and has gone so far as to direct a digtrict
employee to remove or destroy documents regarding the Lancers, the City Misson Society, and other
matters that were kept in Seez's office in order to prevent this office and others from finding them.

CONCLUSION
We release our preliminary findings at this point so that Chancellor Crew can use them in addressing the
serious educationd fallures in Community School Didrict 9. The children of the digrict are poorly
served by educationd |eaders who gppear more interested in politics and persond gain than they arein
the needs of the students. Obvioudy, these children deserve to be the priority of those entrusted with
their educational progress.
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