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Birdsall cuts a deal with the state
Engineering firm will continue to look for a buyer
By Haley Behre

TRENTON — Three weeks after the state seized all of the assets of Birdsall Services Group [BSG], the state and
the engineering firm have reached a settlement on the forfeiture action as well as the bankruptcy petition BSG
subsequently filed.

The settlement was reached in the U.S. Bankruptcy Court for the District of New Jersey.

It does not resolve any charges in the pending criminal indictment against BSG and seven current and former
executives, which alleges that the defendants made illegal corporate political contributions through employees
to evade New Jersey’s pay-to-play laws.

THE SETTLEMENT

On March 29, three days after the state seized all of BSG’s assets, the company filed
for bankruptcy with the U.S. Bankruptcy Court for the District of New Jersey.

On March 31, the state filed an objection to BSG filing for bankruptcy.

According to the objection, the Attorney General’s Office objects to the bankruptcy
filing because it is a “misguided effort to circumvent the freezing of their assets and
the indictments against their employees.

On April 15, the state and BSG reached a settlement on the forfeiture matter in the
U.S. Bankruptcy Court. The state will submit a joint proposed order to the U.S.

District Court for the District of New Jersey, and then Judge Michael Shipp will review and sign it. That had not
been done as of Wednesday.

Under the settlement, BSG will pay the state $2.6 million to settle the civil forfeiture action. This represents
$2.5 million in forfeiture, plus $100,000 to cover the state’s fees for outside counsel in the bankruptcy action.
BSG will fund most of these payments by drawing on the cash surrender value of certain “key man” life
insurance policies it holds on its officers and former officers, many of whom have now been indicted. The
remaining monies are being funded through cash on hand.

In addition, BSG must set up a $1 million fund dedicated to paying up to $1 million toward any fines, penalties
and restitution that arise from the ongoing criminal action. That fund will mean that payment of such sums, up
to $1 million, will be given priority treatment in the bankruptcy action. Pursuant to papers filed by the parties,
U.S. Bankruptcy Court Judge Michael Kaplan approved the settlement agreement between the debtors and the
State of New Jersey, and Superior Court Judge Thomas F. Scully entered a consent judgment settling the civil
forfeiture action filed in State Court.

The state, in return, agrees to BSG’s immediate use of cash collateral according to the terms of the second
interim cash collateral order, which was authorized on April 8, and any future cash collateral orders that may
be approved by the U.S. Bankruptcy Court for the District of New Jersey.
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The second interim order authorized the release of up to $1.29 million from April 8 to April 22. Judge Shipp had
granted the state’s motion for a temporary stay on Wednesday, April 10, pending the decision in U.S. District
Court, which resulted in this settlement.

The state was also authorized to release about $3.8 million, all of which the court seized in late March.

“Through this settlement, the state has gained a substantial sum in civil forfeiture from Birdsall and has
secured its right to seek significant additional criminal penalties,” said Attorney General Jeffrey S. Chiesa. “At
the same time, Birdsall can continue to operate, to perform its contracts and to pay its employees. Our goal
has consistently been to punish the guilty and protect the state’s interests, without needlessly harming
innocent employees or those doing business with the firm.”

“As a result of extensive negotiations, which continued throughout the weekend, we have achieved a
settlement that preserves the state’s rights under its criminal and civil actions against Birdsall, while enabling
the company to remain in business,” said Director Elie Honig of the Division of Criminal Justice. “These have
always been our twin goals, and I commend the attorneys on this case for their tremendous work.”

Joe Orlando, BSG spokesperson, said the company remains in bankruptcy under Chapter 11 of the Bankruptcy
Code, which was the goal so it could restructure and move toward selling the firm.

Chapter 11 of the Bankruptcy Code “usually proposes a plan of reorganization to keep its business alive and pay
creditors over time,” according to the U.S. Courts website, www.uscourts.gov/FederalCourts/Bankruptcy
/BankruptcyBasics/Chapter11.aspx.

According to Mr. Orlando, selling is “absolutely the direction the company is moving in.” He said there have
been a number of interested buyers.

As of now, the company continues to operate and the employees were asked to return back to work on Tuesday
after three unpaid days, from the time Judge Shipp granted the temporary stay until this past Monday, Mr.
Orlando said.

During the unpaid leave, about 150 employees continued to come into work to service their clients, Mr. Orlando
said, noting they had no guarantee they would ever be compensated for those days.

That gives an “idea of the professional mentality and kind of employees you’re dealing with,” Mr. Orlando said.

The U.S Bankruptcy Court for the District of New Jersey appointed Edwin Stier as the bankruptcy trustee for
BSG.

A trustee is responsible for management of the property of the estate, operation of the debtor's business, and,
if appropriate, the filing of a plan of reorganization.

Peter Aseltine, Office of Attorney General spokesman, said this addressed their prior objection to BSG filing for
bankruptcy because the engineering firm was willing to negotiate and reach a settlement on the issue.

As a result, the state is “no longer concerned with the bankruptcy court proceeding,” Mr. Aseltine said.

WHAT HAPPENED

On March 26, the Division of Criminal Justice obtained an indictment charging Howard C. Birdsall, the largest
shareholder and former CEO of Birdsall Services Group, and six other executives and shareholders on charges
that they conspired in a scheme to avoid the restrictions of New Jersey’s Pay-to-Play Act by disguising illegal
corporate political contributions as personal contributions of employees of the firm.

Under the alleged scheme, instead of Birdsall Services Group making corporate political contributions to
campaigns and political organizations that would disqualify it from public contracts awarded by certain
government agencies, shareholders and employees of the firm allegedly made personal political contributions
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of $300 or less, which are deemed unreportable. Multiple personal checks were bundled together at BSG and
sent to the appropriate campaign or political organization. It is alleged that the shareholders and employees
were then illegally reimbursed by Birdsall, directly or indirectly, through added bonus payments, and the firm
falsely omitted the illegally reimbursed contributions in documents filed with the Election Law Enforcement
Commission (ELEC) and with government agencies that awarded the firm engineering services contracts. The
scheme allegedly continued for more than six years and involved hundreds of thousands of dollars in
contributions.

The charges stem from an investigation by the Division of Criminal Justice Corruption Bureau.

All of the defendants face first-degree counts of conspiracy and money laundering, as well as other charges.
The first-degree charges carry a sentence of 10 to 20 years in state prison, and the money laundering counts
also carry fines and penalties of up to $1 million. The indictment is merely an accusation and the defendants
are presumed innocent until proven guilty.

Two employees of the marketing department of Birdsall previously pleaded guilty to participating in the scheme
and are awaiting sentencing.
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