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Birdsall Services Group assets frozen, files
for bankruptcy
Local towns using firm’s services discuss relationship with them going
forward
By Haley Behre

FREEHOLD — Birdsall Services Group [BSG], an engineering firm based in Eatontown, will be able to continue
doing business— at least until April 8 — as a judge has released part of the company’s frozen assets so it can
pay its employees and continue to be in operation.

This comes days after the firm filed for bankruptcy because a judge froze its assets.

THE COURTS

Seven current and former BSG employees, including some that have ties to the local community, were indicted
on Tuesday, March 26 after an investigation by the state Office of the Attorney General in relation to the
pay-to-play scheme the company was allegedly involved in. Thus far, a total of nine people have been indicted.

They were all indicted on charges 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.

The state’s investigation into the firm’s alleged pay-to-play scheme stemmed from a
recording of Philip Angarone, former BSG director of marketing, that the N.J. Division
of Criminal Justice received, according to court documents.

In the recording, “Mr. Angarone told his soon to be ex-wife that his reportable income
was substantially higher than his actual income because a portion of his company
bonus actually represented reimbursements for political contributions he made on

behalf of Birdsall,” according to court documents.

Mr. Angarone allegedly acknowledged the reimbursements were “illegal” on the recording and stated that Tom
Rospos, 61, former BSG executive vice president and former Belmar borough engineer, had loaned him $30,000
to make campaign contributions on behalf of the firm.

From that, an investigation ensued, leading to nine current and former employees being indicted for their role
in the alleged pay-to-play scheme. Two of the nine indicted, Mr. Angarone and Eileen Kufahl, 48, of Bradley
Beach, have pleaded guilty to their involvement. Ms. Kufahl was the former administrative assistant and later
marketing manager for BSG.

The same day seven BSG employees were indicted, Judge Lawrence M. Lawson, of the Monmouth County
Superior Court in Freehold, issued a court order to seize and retain “any and all assets” of BSG, including two
BSG Bank of America bank accounts, according to court documents.

According to court documents, the bank accounts were seized because there is “good and probable cause” that
the seized property “has been or is intended to be used in the furtherance of unlawful activity, has become or
is intended to become an integral part of illegal activity, or is property that represents the proceeds of illegal
activity,” according to the state.

According to Peter Aseltine, an Office of the Attorney General spokesman, now that the court order has been
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given, the Attorney General’s Office has 90 days to formally file a complaint for a civil forfeiture action.

Freezing assets, Mr. Aseltine said, is “quite common for criminal action” involving cases with money laundering
or other financial issues.

Three days later, on March 29, BSG filed for bankruptcy with the United States Bankruptcy Court for the District
of New Jersey.

According to bankruptcy court documents, BSG currently owes about $1.4 million to creditors.

The company filed for bankruptcy under Chapter 11 of the Bankruptcy Code, which “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.

That same day, on March 29, BSG also filed a motion to the bankruptcy court, asking the court to release funds
so the company could pay their employees’ salaries and related obligations, such as employee benefits and
business expenses, according to court documents.

According to those court documents, BSG has approximately 325 employees, and pays about $968,025 bi-weekly
in payroll.

“Granting the requested relief will minimize the personal hardship the Debtors’ employees and their families
will suffer if those obligations are not honored as a result of the Chapter 11 filings, maintain employee morale
at this critical time and enhance the likelihood that the Debtors’ employees will remain the Debtors,”
according to a court document in support of BSG’s application to pay their employees.

BSG also filed a motion in the U.S. Bankruptcy Court for the District of New Jersey to authorize BSG’s use of
cash collateral for operating expenses.

According to court documents, BSG borrowed $9.9 million from Bank of America, and secured their obligations
to the bank by granting the bank a security interest in “substantially all their assets.”

As of March 29, the day the court seized BSG’s assets, including two Bank of America accounts, BSG owed about
$3.6 million to Bank of America, according to court documents. The court froze approximately $41 million, $5.4
million of which were held in the Bank of America accounts.

BSG’s motion asked for the state to release the $5.4 million so they can continue to operate.

“Without the use of Bank of America’s cash collateral, the Debtors will be unable to pay their ordinary and
necessary business expenses,” according to court documents. “As a result, the Debtors’ operations would
cease, thereby resulting in the loss of hundreds of full-time and part-time jobs and causing the Debtors’ estates
to suffer immediate and irreparable harm.”

On Sunday, March 31, the Attorney General’s Office filed an objection to BSG’s bankruptcy filing.

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.

The objection continues, “This Court is not an ‘escape hatch’ to enable a debtor to evade the implications of a
valid criminal seizure order. This is a State Court matter which should remain there and not in this Court.”

Judge Michael Kaplan, of the U.S. Bankruptcy Court for the District of New Jersey, granted an interim order on
April 1, authorizing BSG use of cash collateral to continue their business operations.

Under the interim order, Judge Kaplan authorized BSG to fund payroll for last week and this week for their
employees, including their benefits, up to a total of $1.7 million, according to court documents. Employees
who were indicted on March 26 are not to be paid.
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Judge Kaplan overruled the state’s objection of BSG being in bankruptcy court seeking to release funds.

The judge cited Section 105 of the bankruptcy code, which outlines the powers of the bankruptcy court, as his
reason for denying the objection.

Mr. Aseltine said, “We did not wish to block the payment of outstanding wages to innocent employees. In fact,
we had repeatedly offered to permit access to funds for that purpose if Birdsall would agree to a neutral
auditor to safeguard company assets. The company refused that offer.”

The judge also authorized Bank of America and the state shall to have a replacement lien on all assets of BSG,
including any life insurance owned by BSG officers, according to court documents.

BSG shall first use a bank account which has approximately $928,223 as of March 27 to fund payroll, according
to documents.

BSG’s bankruptcy attorney, David Stein, said he had no comment on the matter.

Joe Orlando, BSG’s spokesperson, said, “The company fully believes they are going to be able to continue to
service their existing clients.”

As for the future of BSG, Mr. Orlando said, “The whole idea behind the chapter 11 is to reorganize and
restructure so they can continue.”

On April 2, the state issued a notice of appeal on Judge Kaplan’s overruling.

“We don’t want any precedent set that enables a criminal defendant whose assets are seized in state court to
jump into federal bankruptcy court as a means to evade the state court,” Mr. Aseltine said.

LOCAL TOWNS DISCUSS RELATIONSHIP WITH FIRM

The ongoing litigation surrounding BSG, including the recent freezing of its assets and filing for bankruptcy, has
led local towns that use BSG’s engineering services — Belmar, Lake Como, Brielle and Bradley Beach — to
review their relationship with the firm going forward.

In Belmar, several residents, as well as council members, discussed their relationship with the

Eatontown-based engineering firm at the Wednesday, March 27 meeting.

Questions included whether Belmar should review its relationship with the company, whether those discussions
should be done in a closed or open setting and if the borough has a plan in place in case BSG can no longer
monitor the borough’s ongoing projects.

Belmar Mayor Doherty said as of right now the borough will continue using BSG.

“It’s purely a business decision,” he said.

“The most important thing to me is that the boardwalk gets done on time,” Mayor Doherty said. “Anything that
interrupts that is not going to be acceptable.”

The mayor said he still has confidence in BSG to do the work at hand, but if they were unable to pay their
employees, then “we would have had to make a business decision to move on.”

In the next couple of weeks, the borough will issue a RFP [Request for Proposal] for an engineering firm to see
what other firms are available.

The borough’s contract with BSG ends on Dec. 31 each year, and has generally been renewed annually.

Lake Como Mayor Mike Ryan said he did not want to discuss the matter other than to say the borough will be
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giving the issue its “due diligence.”

But “right now the water is the number one issue in town,” Mayor Ryan said, and he does not want to disrupt
getting that issue fixed [see related story]. So as long as BSG can continue to provide service and not be a
“detriment to the mission,” Lake Como will stay with the firm, he said.

In Brielle, Mayor Thomas Nicol said the individuals that were indicted, other than the fact some of them reside
in Brielle, do not have contact with the borough.

Mayor Nicol said Alan Hilla Jr., the son of Alan Hilla Sr., who was one of the Brielle-based men indicted, has
been Brielle's borough engineer for roughly 15-20 years. Mr. Hilla Sr. had served as borough engineer when
Mayor Nicol first served as a councilman nearly 30 years ago.

"And we have discussed it, we are going to hold tight to see what happens," Mayor Nicol said.

Mayor Nicol said the borough is also currently in the middle of two projects with Birdsall. If Brielle has to
discontinue service with them, the borough will have to hire another engineer.

"We would be better off to try and persevere and get the projects finished under Birsdall," Mayor Nicol said.

Mayor Nicol also noted because Brielle is a small town, and, only on occasion has contested political races,
rarely are there campaign funds collected.

"So if there is no campaign fund, there is nothing for anyone to contribute to," Mayor Nicol said. "In today's
society there is a lot of guilt by association.”

In Bradley Beach, the zoning and planning boards will continue to work with BSG until their contracts with the
engineering firm expire in June, according to Mayor Gary Engelstad.

The resignation of board engineer Elissa Commins, an employee of Birdsall, was publicly announced at the
March 21 zoning board meeting. After 11 years of service to the borough, she left her position on March 29.

Ms. Commins received an offer for a better position, as town engineer for Brick, and accepted it, according to
Michael Conoscenti, zoning board chairman. During her time in Bradley Beach, "she did a great job doing all the
research for us and was a very competent person," added Mr. Conoscenti.

With June just two months away, an RFP will be issued in the upcoming weeks, according to Mayor Engelstad,
which is part of the process in securing a new contract for engineering services.

At this time, it is unknown whether Birdsall or a different firm will win the new contract this summer.

The borough will advertise to make local engineering firms aware that it is seeking a new engineering firm and
"we look forward to getting the engineering firm most equipped to serve the town," said Mayor Engelstad.

FUTURE

The bankruptcy judge has scheduled another hearing at 9 a.m. on April 8 in the U.S. Bankruptcy Court for the
District of New Jersey, in Trenton, regarding the state’s objection to the bankruptcy filing.

The U.S. Bankruptcy Court for the District of New Jersey will hold a status conference on BSG on June 3 in
Trenton to discuss case management issues.
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Leave a comment on “Birdsall Services Group assets frozen, files for bankruptcy”
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