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FORMER CO-OP CI TY BOARD PRESI DENT AND CRI M NAL
ASSOCI ATE PLEAD GUILTY TO BRI BERY SCHEME

$100, 000 I N CASH KI CKBACK PAYMENTS EXCHANGED
TO SECURE PAI NTI NG CONTRACT WORTH $3.5 M LLION

M CHAEL J. GARCIA, United States Attorney for the
Southern District of New York, announced that IR S HERSKOW TZ
BAEZ, the former President of the Board of Co-Op Gty in the
Bronx, New York, and NI CKHOULAS VI TALE, a former painter in the
Restoration Departnent at Co-Op City, pleaded guilty today to
participating in a bribery schenme involving the exchange of
$100, 000 i n cash kickback paynments for a Co-Qp City painting
contract worth $3.5 mllion. BAEZ, 59, a resident of the Bronx,
New York, and VI TALE, 36, a resident of Brooklyn, New York,
pl eaded guilty in Manhattan federal court before United States
District Judge RICHARD J. SULLIVAN. According to the |Indictnent
filed in Manhattan federal court and statenments nade during BAEZ
and VITALE s guilty plea proceedi ngs:

Co-Op City is a New York State Mtchel |l -Lama housi ng
cooperative |located in the Bronx, New York. As a Mtchell-Lam
devel opnment, Co-Op City was established for the purpose of
provi di ng affordabl e housing for m ddl e-i ncone residents. To
effectuate that purpose, Mtchell-Lama devel opnents such as Co- Op
City charge rents that are considerably |ower than the rents that
qual ified residents woul d have to pay for conparabl e housing on
t he open nmarket.

The New York City Housing Authority ("NYCHA") is a New
York City agency responsible for, anong other things, supervising
a Section 8 rental assistance program which programis regul ated
and fully funded by the United States Departnent of Housing and
Ur ban Devel opnent (“HUD’). As part of the Section 8 Program HUD
pays subsidies, typically in the formof vouchers, for people to
live in private housing. HUD awarded approxi mately $976, 000
worth of federal funding to Co-Op City in 2000, $834,000 in 2001,



and $738, 000 in 2002.

Nei t her HUD nor NYCHA place any restriction on how Co-
Op City can spend the federal subsidies. Accordingly, the
housi ng cooperative was permtted to use the federal funds for
capital inprovenents such as renovations to, and painting of,
apartnent units.

New York State, however, inposes certain regulations on
how Co-Op City may spend noney on capital inprovenents, such as
requiring -- for any job in excess of $50,000 -- that Co-Op City
put the work out for bid, nmenorialize the agreenent with the bid
winner in a formal contract, and subject the contract to approval
by the New York State Division of Housing and Comunity Renewa
("DHCR'), which regul ates the housing devel opnent.

Bet ween 2000 and 2003, BAEZ served as President, then
Secretary of the Co-Op City Board. During the sane tine period,
a co-conspirator not naned in the Indictment ("CC1") was an
enpl oyee of Co-Op City. From 1999 until July 2000, VITALE was
enpl oyed as a painter in the Restoration Departnent at Co-Op
Cty, and by October 2000, was enployed by StadiumlInterior
Painting, Inc. ("Stadium'), based in New York, New York. Between
2000 and 2003, another co-conspirator not named as a defendant in
the Indictnent ("CC2"), was the President and owner of Stadium
and sought to do business as a vendor with Co-Op City between
2000 and 2002.

BAEZ, VITALE, CC-1, and others agreed that CC-2 would
submt a bid from Stadiumfor painting work at Co-Cp City. In
exchange for help steering the work to Stadium CC-2 agreed to
pay ki ckbacks to BAEZ, VITALE, CC-1, and others. Based on this
fraudul ent arrangenent, Stadium was awarded the Co-Op City
painting job in Septenber of 2000.

At the suggestion of CC- 1, the work was awarded on a
probati onary basis, which nmade it possible for Co-Op City to
avoid entering into a formal contract wth Stadium or submtting
its decision to award Stadiumthe job to DHCR for its review.

From August 2000 through July 2002, Co-Op City paid
St adi um approxi mately $3.5 mllion for painting work perfornmed at
t he housi ng devel opnent. During the sane tinme period, CC-2 paid
approxi mately $100, 000 in ki ckbacks to BAEZ, VITALE, CC-1, and
ot hers in exchange.

BAEZ and VI TALE pl eaded guilty to one count of bribery
in connection with a federal program The charge carries a
maxi mum penalty of 10 years’ inprisonnent and a $250, 000 fi ne.
BAEZ and VI TALE will be sentenced by Judge SULLI VAN on January
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23, 2008, at 2:30 p.m

M. GARCI A thanked the New York State |Inspector
General’s Ofice for its investigative efforts and for referring
the case for prosecution. He also praised the investigative work
of the U S. Departnment of Housing and Urban Devel opnment O fice of
| nspector General and the Federal Bureau of I|nvestigation.

This case is being prosecuted by the Ofice' s Public
Corruption Unit. Assistant United States Attorneys ALEX
W LLSCHER and CHRI STI NE WONG are in charge of the prosecution.
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