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FEDERAL- COMMUNICATIONS COMMISSION Item No.

Washington 25, D, C. €197 Complaints and
Compliance Agenda

June 16, 1961 Commission Action
June 28, 1961

INTER-OFFICE MEMORANDUM

FOR: Complaints and Compliance Agenda

TO: The Commission

FROM: Broadcast Buresu (Joseph N. Nelson, Chief, Remewal
and Transfer Division, and John O. Harrington, Chief,
Complaints and Compliance Division).

SUBJECT: Payola Investigation of WINS, New Yoark City
RECOMMENDED ACTION: See paragraphs Ll and L5,

REFERFNCES: (a) Item Mo, 5, Renewal Agenda, May 25, 1960
(Mimeo, 882L6).

(b) TItem No. 2, Complaints and Compliance Agenda,
March 29, 1961 (Mimeo. 19L6).

(¢) Inter-Office Memorandum dated June 6, 1961
to the Commission from the Broadcast Bureau
fer the private information of Commissioners.

BACKGROUND

1. The application for remewal of license of WINS for
the period ending June 1, 1963, was deferred on May 25, 1960.
Subsequently, an application was filed to assign the license for
WINS to Storer Broadcasting Company. Action cn this application
has been withheld pending disposition of the renewal, Three
former employees of WINS have been indiacted in New York for
violation of the commercial tribery law, i.e. s receipt of payola
without the knowledge of the station licenses. Mel Leeds, Pro-
grem Direstor from September 1957 to January 1960, has been
accused of accepting $9,500 from record companies during 1958 end
1959, but FIC information indicates there were additional payments
not included in the indictment, It is understood that only those
payments which were susceptible of documentary proof (checks or
clear bookkeeping entries) were included in the indictment, and
that many ocash payments not provable by dooumentary evidence were
not included. Alen Freed, dise jockey st WINS from 1954 to May,
1958, is the subject ot two separate indictments, one for accept-
ing $10,000 in February, 1958, and the other including a count
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for accepting $750 while employed at WINS and many counts totalw
ling approximately $20,000 in 1958 and 1959 while employed at
WABC. Ronnie Cranger, Record Librarian at WINS from May 1957

to June 1959, was accused of accepting $7,500 during 1958 and
1959, The trials of these three are not scheduled until the
Fall of this year.

2. Reference (b) described the various points which
had been explored during the investigation up to March 29, 1961,
and in paragraph 77 made the following recormendations:

". « « In view of the above, it is the staff's
recommendation that the pending application for
renewal of license and assignment of license of
WINS be not granted at this time, It is also
the staff's opinion that the Commission is not
yet in a position to designate the WINS applica-
tion for hearing, but that further information
is necessary before appropriate issues could be
prescribeds Included in the information deemed
necessary before consideration is given to the
applications are the following:

a. The outcome of the conference between
Mel leeds and the District Attorney of
New York County which is scheduled for
March 29, 1961.

b. Access to the testimony of Alan Ffeed
in executive session before L0C, which
testimony has not yet been made public,

c. The talent contract betwesn WINS and
Freed.

de A more careful enalysis of the material
obtained from the WINS files as late as
last Friday, in the light of material
already at hand.

With respect to the section of this report "The
Whistle Elown on Alan Freed" (Paragraphs 8.13) it
is recommended that the material at hand be turned
over to the Department of Justice and the FBI for
further investigation as to whether Robert Leder
and Bob Smith, or others, have submitted false
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statements to the Oommission. Someone, not a
licensee of the Commission, has lied in this
comnection, and the offense is within the
Jurisdiction of the FBI,."

3. Reference (c¢) outlined staff activities since
Harch 29, 1961 and pointed out several areas of inquiry other
than payola. Any developments in connection with the matters
discussed therein will be orally presented to the Commission.

Developments Subsequent to March 29, 1961

L. The investigation subsequent to March 29, 1961 has
included the following matters:

a. Examination of testimony of Alan Freed in
Executive Session of LJC.

b. Examination of other material in LOC files
relating to WINS and Elroy McCaw,

¢s Examination of certain SEO files,

d. New York City field investigation between
April 6 and April 8, 1961, including a
conference with the New York County Assistant
District Attorney, Joseph Stone.

e. Telephone interview on April 20, 1961, with
Bruce Morrow, former WINS disc jockey now
employed at a Miami radio station.

fo New York City field investigation between
April 2k, 1961, and May 3, 1961, including
interviews with Murrsy Kaufmsn and Jack
Lacey, WINS diss Jockeys; Elroy McCaw,
President and 100% owner of Gotham Broad-
casting Corporations “iss Alfred, secretary
to MoCaw; Hap Anderson, manager of WINS;
Lee Gorman, Sales Manager of WINS and former
Executive Assistant to McCaw; Rick Sklar,
Program Director and former Assistant to Mel
Leeds; Sydney Barcn, head of a public relations
firm which had performed services for WINS:
Ronnie Granger (in presence of his attarney,
We Po Smith), former music litrarian of WINS:
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and Jim Gribble, formerly associated with
Creative Record Enterprises, the original
complalnant to WINS of payola non-performance
by Granger; and the obtainment of coples of
numerous WINS documents after review of the
station's filese

The receipt and review of four volumes of
transeript (714 pages) of conferences with
WINS personnel and comments on certain “INS
file material on April 2 end 29 and May 1 and
2, 1961.

The receipt of 8 documents from attorney
Haley's office op May 15, 1961, these docu-
ments being filed as a result of the above-
mentioned four days of conferences in WINS
offices.

A staff conference held in the Commission's
offices on May 18, 1961, with attorney Haley
representing Mr. McCaw.

A conference on May 19, 1961, in New York City
between Mr, Harrington and Mr. Stone.

A staff oconference in the Commission's offices
on May 26, 1961, with McCaw, in the presence of
his attorneys (Andrew Haley and Stanley Sporkin).

A conference at McCaw's suite in the Carlten
Hotel, Washington, D. C., on May 29, 1961, with
McCaw, in the presence of attorney Mike Bader
(associated with attorney Haley).

Interview of Mel Leeds and Alan Freed in los
Angeles on June 8, 1961,

Federal income tax returns far the years 1956
1959 of certain individuals and corporations
were requested, copies obtained, and reviewed
to determine to what extent payola may have
been reflected.



5=

Staff Actions on March 29, 1961 Recommendations

5. With respect to the conference between Mel Teeds
and the New York District Attormey in March 1961, Leeds' state-
ments to the District Attorney indicate a knowledge by McCaw,
or careless disregard, of payola existing at WINS. McCaw is
alleged to have said, afier Leeds informed him on November 18,
1959, of accepting less than 10,000 from record compnies, "Is
that all. I thought it was $150,000" and "I realized you were
making some money, I didn't realize to what extent." McCaw is
also alleged to have said, about October 1958 when Fearnhead
asked for a raise for Leeds, "What's the sense of giving him a
ralse, he's probably making extra money frrom record anies.”
The latter statement has been discussed in paragrephs through
30 of reference (b). The first statement conforms with Leeds!
statements in his affidavit of January 1, 1961, regarding his
November 1959 conversation with McOuw. McCaw, in effect, has
denied the first statenent (pages 129-132 of March 1k, 1961
transoript) and in variocus interviews has gtated that he does
not remember making the alleged remark to Fearnhead but that if
he did the remark must have been facetious as he had no know-
ledge at that time of Leeds accepting money from record companies.

6. Leeds has related a conversation with Peter Tripp
tending to incriminate Art Tolchin of Station WMGM. The matter
of the furnishings in Tolchin's house, we have been advised, was
investigated by the New York District Attorney in comection with
the recent Peter Tripp trial and it was determined that Tolchin
had receipted bills of sale for such Awnishings which had been
paid for with Tolchin's personal funds.

7. Leeds has also alleged that McCaw got a fee for
arranging the sale of Station WMGM. McCaw, in an affidavit
dated May 29, 1961, categorically denies that allegation.
Vhen originally questioned concerning this matter, McCaw stated
that this rumor must have been started as a joke, and that shortly
after the WMIM sale had been announced many persons had facetiously
mentioned to him that he ought to get a cut because he had
established a high selling price for New York stations,

8. Leeds, an April L, 1961, telephoned Stone and stated
that he had talked to Keating in Honolulu the night before and
that Keating wanted lLeeds to convey to Stone certain information.
We are advised that subsequent to April l, 1961, Keating visited
Stone in New York and made known his information personally,
part of which relates to mtters covered in reference (o),
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9. Examination of Alan Freed's testimony in execu-
tive session of the 100 revealed that he had given no testi-
mony related to his employment at WINS, but that his testimony
related only to his employment at WABG.

10, Exsmination of the I0C files did not disclose
any documents or infarmation of any materiality which were
not tlready available. Most of the evidence related to material
connected with a 1956 investigation by the Gommission,

1l. With respect to the talent contract between WINS
and Freed, a copy of an executed contract, dated August 10, 195k,
and a copy of a proposed contract, dated September 6, 1955, were
obtained. Also obtained were copies of an executed contract
dated August 10, 195k, and proposed contracts dated September 27,
195k, September 28, 195h, and October 19, 1955, between Freed
and WINS with respect to syndication and network rights to
Freedt exclusive presentation of radio broadcasts for WINS.

Under the 195k talent contract Freed was to receive 25% of the
", o o net income derived bty WINS from the performance by
Artiste o« o" with a minimum guarantee of $15,000 annually and
broadcast 2l hours a week. The proposed 1955 contract increased
the guarantee to $20,000, Nelther the executed talent comtract
nor the 1955 proposed contract contain a payola prohibition
clause. Under the 195h syndication comtract Freed was to receive
$5,200 yearly for expenses and 50% of net income from such
syndication profits. The proposed syndieation contract of 1955
provided for incorporation under the name Gotham-Freed, Inc,
with capitalization of 1,000, It was proposed that both WINS
and Freed would each receive $5,200 annually for expenses, and
have equal shares in all of the income and royalties, and each
holds.50% of the stock of the corporation, A payola prohibition
clause does not appear in the exesuted or proposed syndisation
contracts.

12, McCaw in various interviews has contended that he
was avare of payola in the industry as far back as 1954 and that,
upon goquisition of WINS in 1954, all talent contracts (later
aclmowledging an exception in the case of Freed) have contained
& payola clsuse. McCaw has stated that the omission of such
clause in the Freed contracts was inadvertemt, It was deter-
mined by examination of the lLacey contracts with WINS that an
"approved copy" of a contract with Lacey dated January 3, 1955,
did contain such payola provisiony however the photostat does
not show Lacey's signed pt An ted contrsct with
Lacey dated July 1, 1955, included the payola clause.
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13, With respect to the analysis of mterial obtained
from the WINS files up to March 29, 1961, it was determined that
further interviews with WINS personnel, including McCaw, Gorman,
and Anderson, and further examinations of WINS files were neces-
sary.

Aprdl 28, 29 and May 1 and 2, 1961 Conferences

1, Having notified McCaw thet two of the Commission's
investigators would be at the station on April 28, 1961, the
investigators were met by McCaw's attorney, Stanley Sporkin
(with attorney Haley's office) and advised that, if there was
no objection, McCaw desired to have whatever was said taken down
by a certified reporter. A transoript consisting of 71l pages
has been furnished the  Commission of what tramnspired on April 28
and 29 and May 1 and 2, 1961,

15. The transcripts, with minor exceptions, give a
verbatim account of the various interviews with WINS personnel
enumerated in preceding paragraph Lf. The interviews covered
many of the matters previocusly discussed in reference (b) and
included items such as further information and documentation of
the WINS talert meting alleged to have occurred on November 18,
1959; further details concerning WINS music policy; McCaw's. state-
ment to Fearnhead when a raise for Leeds was requested in 19583
the payment of Freed's line charges by a record companys the
intended meaning of that part of Anderson's memo of November 2,
1959, to Leeds, regarding tieing into record company profits with
a percentage to Leeds; and whether the letter of January 16, 1960,
alleged by McCaw as being sent to WINS employees was a fabrica-
tion or was actually sent, each of which items needed clarifica-
tion as indicated in reference (b).

November 18, 1959 Talent Meeting

16, With respeot to a meeting having occurred on
November 18, 1958, in which McCaw is attempting to determine to
what extent the station's persornel are involved in payola, any
question (see paragraph 73 of reference (b)) as to whether such
a meeting did ocour on that date has been eliminated based upon
statements made by the persons interviewed and reference to the
meeting in a memorandum dated November 19, 1959, for November 18,
1959, from Anderson to McCaw and in a record of MoOaw!s schedule
of appointments or meetings for that day. In this connection it
was also verified, from & review of WINS files, that MoCaw did
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depart for Seattle on November 20, 1959; that Gorman, LeMieux,
and Anderson had made an investigation of Leeds' payola involve-
ments on November 23, 1959 (the Monday following McCaw's depar-
ture on the preceding Friday), and that McCaw was kept advised
by several phone calls.

WINS Music Policy

17. With respect to WINS musis policy (see discussions
in paragraphs b and 5 of reference (b)), some clarification has
been obtained. The station now, and since approxzimately February
1960, retains the dj's lists of music played on thelr various
programse In additlon, the statios is now making and retaining
a 2li-hour tape recording of each day's broadcasts. In an inter-
view with Rornie Granger on April 26, 1959, he stated that both
Lacey and Freed more or less determined their own programs prior
to June 1959 btut that other dj's were required to stick to the
top LO 1ist, "pick hit of the week," and albums. Indicative of
the control by the program director and litrarien in 1959 is a
memorandum dated Octobar 8, 1959 to Mel Leeds from Anderson which
reads "Elroy has made a suggestion that more people be involved
in the picking of music than just you and Rick. Will you please
discuss this with me." (The name '"Rick" is referring to Bick
Sklar who was Leeds' assistant and later became Program Director.)

Yo Raise For Leeds

18. With respect to McCaw's statement to Fearnhead
in 1958, to the effect that a raise for Leeds wasn't necessary
as he was probably receiving money from record companies (see
discussion in paragraphs 2429 of reference (b)), very little
of a factual nature has been developed since March 29, 1961.
We have, however, sbtained copies of additional correspondence
between Fesrnhead and Leeds indicating that in Fetruary, 1960,
Fearnhead was very willing to execute the affidavit requested by
leeds, subject to his attorney's approvals e also know that
Fearnhead's attorney was negotiating in March and April of this
year with the District Attorney for Fearnhead to come to New York
to make a statement, which would be contrary to that given to the
FOO, his appearance being conditioned uoon an arrangemsr:t that
Fearnhead would receive immmity from the FCC, When advised that
such an mrrangement could not be made, Fearnhead appeesred before
the District Attorney in early June and gave a statement exactly
the same as given to FCC. This point of MoCaw's remarks re pay-
ments to Leeds has been discussed in each of the interviews with
McCew subsequent to March 29th and in each instance MoCaw has
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relterated that he does not remember making such a remark and

that if he had, it was facetious, That such a remark was made

is most probable in light of Fearnhead's, Leeds' and Leeds'

sister's recounting of what was said about the request far a

raise, the question being whether it was facetious or not. In

the course of interviews with McCaw by the Comnmission's investi-
gators, MoCaw has shown that he is a serious, non-emotional type

of person or one who maintains complete control of his emoiions.

On the other hand, he has made an occasional quip or facetious remark
during interviews, when off the record, or in chit chat at the end
of an interview, Considering that the remark is allcged to have
occurred at the end of the day and that McCaw and his executives
would join in a drink after five P.M. (this was personally observed
by the Commlssion's investigators on several occasions), there may
be some basis for considering the remark to be intended as facetious.

Alpha Payments

19, With respect to the payment by the Alpha Distribut-
ing Company of Freed!s line charges and engineer's salaries for
his broadcasts from his Connecticut home (see pavagraphs 15-23
of reference (b)), McCaw has stated that he was not aware in 1956
and 1957 of the fact that the charges to Freed were approximately
$10,000 more than Freed's WINS salary and that the station's
receipt of any checks (we have photostatic copies of two such
checks) from recerd companies in payment of charges to Freed was
never brought to his attention until the beginning of the payola
investigation. A three-page affidavit dated May 11, 1961, has
been furnished by Henry G, Kirwin who was employed at Station
WINS from September 1950 to September 1957 and was in charge of
the accounting and billing for Gothem during this period. This
affidavit describes the station's method of handling incoming
checks as a clerical procedure which would not have brought such
cheoks to Kirwin's attention, McCaw has stated that this type
of situation (dj's be charged by the station for line charges
and engineer!s salaries) does not exist at the station now; that
if it did, the station would, in 1light of past experience, attempb
to maintain a control on receipt of payments for such chargesy tut
that the normal processing of incoming checks and the limited
knowledge of accounting employees as to resord compady tie-ins
with firms ding checks to the =tation was not dusive to
exposing payments which may be a form of payola, In the recent
interview with Alan Freed, he has stated that Gotham (WINS) sent
invoices for the line charges direotly to Alpha with a ocopy to
Freed, and that sometimes Alpha sent its check to Freed, who




deposited it in his account and drew a personal check payable
to Gotham, and that on occasion Alpha drew its check payable
to Gotham.

November 2, 1959 Memo

20. With respect to the intended meaning of that
part of Anderson's memo of November 2, 1959 to Leeds concern-
ing tieing into record company profits (see paragraphs L7-L9
of reference (b)), an additional memorandum for November 2,
1959, from Anderson to McCaw, dated November 3, 1959, was
located in the WINS files and in purt states ™ent over the
various programming features you were interested in with Mel
Leeds. . » The analyzation of the record business and to how
we could share in their profits." Another document was found
containing instructions for the establishing of rate card
charges for the sale of time to record companies. This docu-
ment, however, was undated and had no sslutation indicating
it had ever been issued. Nothing further of a factual nature
with respect to this partioular memorandum has been developed.
However, in his latest statement Freed has stated that one day
(which was probably in 1957, tut in any event not later than
early 1958) he was called to a meeting with Fesrnhead and
McBaw, was told they knew he was getting paid and was asked
if there was any way to go to the record companies and make
@ deal whereby they would pay the station for getting their
records played, Freed told MoCaw and Fearnhead that the
record companies were not that big an operation and there
would not be that much money involved. When McOsw was asked
to explain the meaning of that part of the November 2 memo-
randum which reads "He has suggested that this be done so
that a percentage of the profits would acerue to you," he
stated that Leeds had the contacts with record companies and
their representatives; that due to Leeds' contacts Leeds was
in a position to negotiate the sale of time to record com-
panies; and that if such sales were made Leeds would receive
a comnission in the ssme manner as a WINS salesman. McCaw
admitted that Leeds had never acted for the station previously
as a salesman.

Janmry 16, 1960 letter to Employees

21. With respect to whether the letter of January 16,
1960 was ever sent to WINS employees or was a fakrication (see
peragraphs 67-70 of reference (b)), it has now been determined
that said letter was sent but not on Jamuary 16th, The affidavit
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form was not mimeographed until February 1, 1960. The form was
distributed late on that day or early on the next to station
personnel and was mailed with the letter dated Januery 16, 1960
to former employees and to employees who were on vacatione. The
Union had objestions due to the inclusion of an independent
contractor clause;, and most of programming staff would not sign
the fivst affidavite On Febtruary L, 1960, the Union advised
that objectlons to the affidavit would be cleared if the indepen-
dent contractor clause was deleted. This was done and a revised
affidavit form was prepared and distributed on February L, 1960,
and some of programming personnel executed the revised affidavit
on Fobruary 5, 1960, McCaw was in Washington at the time pre-
paring his payola response and received information from New York
by phone, At the recent conferences in New York on May 1 and 2,
1961, McCaw and other WINS personnel explained the delay in dis-
tritution of the affidavit by the fact the affidavit form had
been submitted to the Union for advance approval, and attempts
were made to obtain a statement from the Union as to the date of
submission. We were to receive a copy of the Union's statement.
No such statement has been furnished us and it is assumed that
no such statement was made by the Union. An affidavit executed
by McCaw on May 12, 1961, indicates that a long form affidavit
(different than either of the forms distributed) was submitted to
the Union in early December, 1959, This statement is supported
solely on the basis of WINS records showing phone calls by McCaw
to a Union executive during December, There is considerable doubt
as to the validity of the statement. See parsgravh L2(c), infra.

Employee Pmla Affidavits

22, The entire file of affidavits (approximately 55)
was reviewed. All show a date of execution afler January 3,
1960. Correspondence to former WINS employees not living in
New York City also shows dates after Jamuary 31, 1960.
McCaw's affidavit to the Commission of February 5, 1960 it is
stated that all except two of the present employees have sub-
mitted affidavits and all indicate no payolas Actually 8 of
the affidavits were executed by cwrrent employees after Febtru-
ary 5, 1960, This discrepancy has been explained by McOaw as
due to the fact that affidavits were submitted by Fetruary Sth,
but notarized at a later date. The two missing affidavits which
were referred to by MoCaw were those of lacey and Kaufman who
were on leave or vacation at the time and executed their affi-
davits on February 8, 1960, An affidavit to the above effect
was executed hy MoCaw on May 12, 1961, and submitted together
with affidavits by Anthony Soupious (WINS accountant in charge
of mailing out the letter and form), Frederic Jommson (WINS
house counsel) regarding persnal appearance of affimmts before



~12a

hin at time end place of notarization, and Anna Fasano (book-
keeper and notary at WINS).

Bosco Incident

23. During the May 1 and 2, 1961 conference further
details regarding the Boseco incident zaee paragraph 78 of
reference (b)), were obtained in order to verify the dates of
occurrence and to determine that a vaguely worded memorandum to
McCaw of activities on November 23, 1959 was referring to
inquiries regarding Leeds' payola involvements and not to
Bosco!s discussions with Leeds. Rick Sklar had been with

Leeds during his initial conversation with Bosco and had
written up a report of the incident the evening of its occur-
rence. A copy of his six typewritten pages of notes has been
obtained and is captioned "Information Relating to Unusual
Incident Occurring Friday Afterncon December 18th, 1959, at
Radio Station WINS and Bob Olin's Pestaurant as Recalled by
Richard Sklar." The first contact by Mel Leeds with the police
was made on this same day. The definite date stated of Decem-
ber 18, 1959 negates the thought that the November 23rd memo was
referring to the Bosco incident. As opposed to McCaw's inferemnce
that Leeds wouldn't have cooperated with the police so readily
if he had been guilty of payola, it may be assumed that Leeds
having made his revelations on November 20th had nothing more

to lose by cocperating with the police on December 18th.

Leder Memos

24, A folder of memoranda between McCaw and Robert
Leder during 1954 and 1955, when leder was station manager of
WINS, was examineds Although reference is made to the hiring of
Freed by Leder, there was nothing noted to indicate that Leder
had brought MoCaw'!s attention to Freed's reputation as a payola
taker (see paragraphs 8 and 13 of reference (b)), or to a letter
Leder states was sent to WINS by Arthur Freeman, President of an
Ohio record distributing company, offering to furnish documentary
evidence that Freed requesied $200 monthly to play Freemsn's
records, or to a meeting Leder attended at the offices of Tico
Record Distributors in New York City. However, the file contained
no correspchdence from Leder to McOawduring the critical period--
August and September, 195L. McOaw again disclaimed knowledge of
such letter or meeting and stated that if the Leder folder did not
contain the letter to WINS he did not know what other file it
might be in, assuming that such a letter had been received.

WINS Files
25, It should be mentioned that there are many files

at WINS. McCaw's sesretary, Miss Alfred, has three L-drawer
file cabinets in her office. The sales, programming, accounting,
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and news departments have their own files. In addition, a vault
and two storerooms in the basement of the WINS premises were
sighteds As an indication that McCaw is a "string-saver," it is
pointed out that the basement files include program logs and news-
casts dating back to his acquisition of WINS in 195h. Such files
as are kept at other McCaw stations and at his Seattle home have
not been examined. McCaw Das stated that he has made available
from his Seattle files anything which might be considered to have
any connection with payola, It must be stated that McCaw offered
to make any of his files available for examination to the Commis-
sion investigators.

Completeness of Files Questioned

26. It was pointed out to McCaw during the April-May
conference that, from statements he had made, it appeared that
some part of his files may not have been available for our -
examination, namely, file material furnished the District Attor-
ney's office or Haley's office and which material had not been
receipted for, records made of, nor ccpies made nor charge-outs
inserted when such material was furnished from his files. At a
subsequent date, additional files representing WINS material
furnished to the District Attorney and returned by him were
examined at the Commission's offices. No new matter developed
from the examination.

WINS Material in Haley Files

27. On May 29, 1961, eight folders of WINS file
material which had been in Haley's office were examined in McCaw's
hotel suite. Both Haley and Sporkin, McCaw's attorneys, had had
violent objections when requests were made to see WINS documents
in their possession, MoCaw stated that he had over-ruled their
objections and depuded Haley'!s files of WINS materials Coples of
several of the documents examined were requested and have been
furnished., Nothing new of particular significance was found by
the examination.

Granger-Joachim Incident

28. During the week of April 2, 1961 both Romnie
Granger and Jim Gribble were interviewed, Gribble had written
a letter to Maurice Joachim of Creative Record Enterprises, Inc.
who had written a letter dated May 19, 1959 to MoCaw stating
that §100 had been paid Granger who had not performed (see para-
graphs 31-35 of reference (b§). Gribble stated that the money
was paid by him to Granger in the presence of Joe Hintsz in the
offices of WINS for consultation services by CGranger such as
giving advice on the merit of their company's records and cer-
tain tapes and that he (Gribble) was so naive as to payola at
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that time that he didn't know he was doing anything wrong and
ddn't attempt to conceal the payment. Granger in his inter-
view gave the same account of the services he was to perform
but places the payment elsewhere with no one else present. Due
to lack of interest on Granger's part, Gribble made no more pay-
ments although it was to have been a contimuons arrangemer#® cach
week with offices and a secretary furnished to Cranger. Grang.r
claims this was the sole payment as additional records and tapes
were not made available to him. Although both Cranger and
Gribble would make it appear that Granger was hired as a con-
sultant, Gribble's letter indicates that payola was involved
when he states ". . . none of us who have monitored have heard
any of the records plugged."

Sydney Baron Interview

29, On April 25, 1961 two of the Commission's inves-
tigators interviewed Sydney Baron, head of a public relations
firm, This firm has many large national accounts and handles
public relations for the New York State Democratic Committee.
Baron made all of his files concerning WINS immediately availe
able. Baron stated that he had no special connections with
the District Attorney's office which would have been helptul
to WINS in the matter of the District Attarney's payola inves-
tigations Baron had known and had been on friendly terms with
Lee Gorman for over a year, each having a business interest in
the Anheuser Busch account., Baron's firm was hired by WINS to
improve the WINS image, including public relations affected by
the D.A. payola investigation, at $2,000 a month for a period of
12 months. Baron had suggested and dictated the December L, 1959
letter sent by WINS to &00 record companies (see paragraph 36(c)
of reference (b)). Several meetings of Baron's staff with
Anderson and Gorman occurred getting the picture of WINS' present
activities and asperations. WINS, according to one of Baron's
assistants, Herb Lanzet, wanted to put on lots of public service,
but also retain all their commercials. A memorandum dated
January 11, 1960, was found in the Baron files which in part reads:

"There remain some ideas for overcoming the
negative elements in the present WINS corpo-
rate image. These inalude:

Going through the motions of a sale of the
station by McCaw to McCaw, involving a complete
recrganization of the corporation, its personnel,
etc. This would give us the proper news peg on
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which to hang much of the revampting story.
However, the sale has to be a real one.

Firing of one man in top management,
the inference being that he was responsible
for all the evil, which would disappear with
him. This is a tough one. The man in'ques-
tion would hardly agree to such a step, in
view of the fact that his reputation would
be blackened pretty thoroug

Baron at first stated this was written by a minor employee,
Leslie Walker, and that his firm would never consider handling
any such suggestion of improving WINS image by having one of
WINS! employees made the scapegoat. Baron later admitted that
this particular report was written by one of his best men and
head of a department. Baron'also stated that he had been
approached by either Anderson or Gorman~--he couldn't remember
exactly whome-about what should be done from a public relations
standpoint concerning a WINS employee who had left the station
taking with him some of the station's files. Baron wasn't cer-
tain as to whether the person was a lilrarian or program direc-
tor, but was certain that Leeds was the person being discussed.
Baron also stated that McCaw had objected to being billed for
December 1959 services and that the billing was changed to start
in January 1960, WINS paid for three months' services ($6,000),
received Baron's report on improving WINS! image, and still owes
Baron $18,000 under their agreemente

30. The interviews with McCaw, Gorman and Anderson
during April-May 1961 confirmed the fact that Baron had sug-
gested and dictated the letter to the 600 record companies.
However, each of the three denied having any kmowledge of
approaching Baron about any employee who had left the station
taking station documents with him, A direct conflict on this
point has not been resolved, Baron's statement, however, does
tle in with a statement Granger had made to New York Post
reporters (information obtained from 10C memos) £hat Mel Leeds
has ™ncriminating information on the owners of station WINS
and its present gemeral manager, but he does not know what the
mfamﬂ.on 1s." In this connection it will be noted that Leeds
has s« in his ion as Leeds showed a letter to
the New York District Attomcy concerning "a phony appraisal
for tax purposes;" and produced a memorandum dated November 27,
1959, from Anderson to Leeds asking for an increase in public
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service announcements so as to insure renewal of the station's
license. Vhen Leeds was questioned on June 8, 1961, as to
whether he had taken any station files with him vhen he resigned
from WINS he replied:

"o, I took only some information regerding pro-
gramming vhich was my personal property. This
naterial dealt with programming ideas and promotion.
Any memos addressed to and received by me while
employed at WINS from MoCaw or Hap Anderson I

took with me and same are now in the hands of my-
personal attorney in New York City (John Gluskin,
100 William Street, New York, N Y., Phone Digby
4-l340)s There may be information in these memo-
randums relative to payola and McCaw."

Baron's Allegation

31. During the afternoon session of the June 1, 1961
conference at WINS! offices, Stanley Sporkin, McCaw's attormey,
stated that he had interviewed Sydney Baron at noon that day in
the presence of Anderson and Gorman. Baron is alleged to have
said (page 339 of transcript) that when interviewed by the Com-
mission's investigators he was ". . . instructed at that time not
to talk to anybody from WINS about anythinge. « « that he is a
government witness, and that if McCaw wanted to find out anything
about anything else, that we would have to subpoema Mr. Baron."
Both Anderson and Gorman confirmed Sporkin's statement.

Denial of Baron Allegation

32. The Commission's two investigators, who had inter-
viewed Baron, were present when Sporkin mads the above statement
and denied giving such instruction to Baron, When Baron was
interviewed he wanted to refresh his recollection by discussing
the matter with Gorman, Baron was told that it was preferable
to get his version first; that there was nothing to stop him
from discussing the matter with anyone, and that he would be
contacted later to see if there were any corrections he desired
to make. After Baron related his associations with WINS, he
stated he would contact Gormen in the next few days. Baron was
telephoned on April 27th and his secretary stated that Baron had
met with Gormen at 3230 that afternoon and left the message that
his statements during the interview were substantially correct.
A letter dated May L, 1961 from Baron has been received restating
part of his April 25th comments but making no reference to any
WINS employee leaving the station taking files with him nor any
reference to having contacted Gorman or to Sporkin's visit to his
office on May 1, 1961.
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Leeds! Affidavit of June 8, 1961

33. The interview with Leeds on June 8, 1961,
touched upon McCaw's remark to Fearnhead in 1958 when Fearn-
head was requesting a ralse for Leeds, the November 2, 1959
Anderson memo to Leeds concerning tieing into record company
profits, McCaw's remarks to Leeds on November 20, 1959 at the
time of Leeds' revelations of his payola involvements, the meet-
ing of November 23, 1959 where Leeds' displ it was di d
and the Bosco incidents In addition, Leeds alleged that Judy
Cross (WINS assistant music librarian) had been making inquiries
attempting to tie Leeds in with payola (it was not stated at
whose instructions); that Leeds had brought to McCaw's attention
in the latter part of 1959 that Judy Cross was attempting to
tribe Bruce Wendell (Leeds! music director) to play one of the
records she had made; that in August or September 1959 McCaw
had asked Leeds what connection he had to get McCaw a HL Fi set
for his office; that Leeds obtained a set from Columbia Records
after telling McCaw he could get one in five minutes and McCaw
saying he would like to have one; that in late November 1959,
after the payola investigation started, McCaw asked Leeds to
call Columbia Records and get a bill for the set and said "I
wanted to pay for it, but just wanted to find out if you had
cormections;™" that Leeds obtained a Hi Fi set for Fearnhead's
office in 1958 without being requested to do so, tut that
Fearnhead knew that no one had paid for it; and that in 1959
Leeds obtained a refrigerator for Fearnhead from RCA at no
cost after Leeds had told Fearnhead that he (Leeds) could get
one at no cost for Fearnhead's personal use in his home in
Mamaronick, New York.

Freed's Affidavit of June 8, 1961

34, The interview with Freed on June 8, 1961 was the
first time Freed had been questioned by the Commission as to
his associatiors with WINS from 195k to 1958, Freed stated
that Morris Levy of Roulette Records owned 50% of the Freed
promotions and that a stock interest Freed owned in Fnd snd
Gone Records (Goldner companies) had been turned back to Goldner
in 1958 at no profit. Freed claims that Gotham must have kmown
of Levy being his perscnal manager due to Gotham getting 10% of
theatre profits for Freed's appearance in New York City theatres.
It should be mentioned that Freed did not mention his former -
interest in End and Gone Recards in his affidavit of February 9,
1961 when he was asked to state, in connection with another
matter, what interests he now or previocusly had in resord
companiese
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Freed's Allegations

35. In his affidavit of June 8, 1961 Freed alleges
that Gotham (WINS) made out invoices for Freed's remote
broadcast charges; that Alpha agreed to pay the line charges
and engineers! salaries; that Gotham sent involces to Alpha
direct for these charges; that some of Alpha's checks could
have been made payable to Freed and sent to him; that such
checks would be deposited by Freed to his personal asccount and
his personal check sent to Gotham; that the D.A. in New York
has about $12,000 in Alpha's cancelled checks which were drawn
payable to and deposited by Gotham covering these charges; and
that all of this is a matter of record in Freed's testimony
before the LOC in closed session. We are advised that part of
Alpha's records were destroyed by a fire; that the amount $12,000
is an overstatement as to checks issued by Alpha payable to
Gotham, and that Preed's testimony before the IOC did not go
into payola to Freed when he was employed at WINS,

36. Freed also alleges that Fearnhead called him
into his office at WINS one day (date not stated) and in
McCaw!s presence Fearnhead said "Come on Alan, we know you
are getting paid. Alan is there any way to go to the record
distributars and manufascturers and meke a deal with them,
whereby they can pay the radio station for getting their
records played?" To this question Freed replied "These
record companies are not that big an operation and there would
not be that much money involved."

June 16, 1961 New York Inquiry

37. On June 16, 1961 there was a conference with
Joseph Stone in New York City. The WINS file of billing for
Freed's remote troadcast charges in 1956 ard 1957 wes gone
over, Also discussed was a matter now being investigated by
the District Attormey's office and which will be orally
presented together with the matters referred to in reference (o).

Caveat as to Evaluation of Information

38. In evaluating information supplied by various
individuals it is necessary to bear in mind the following
relationships. J. Elroy MsCaw i1s a former business associate
of Jack Keating. Their relationship cooled, leeding to a
dissolution of all association in broadcast stations by en
exchange of interests consummated in November, 1959. Since
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the formal dissolution, their relationship has become even more
strained because of incidents in connection with liquidation of
some of their joint enterprises, and Keating would like to see
McCaw crushed. Herbert (Jock) Fearnhead, Mel Leeds, and Alan
Freed were employed at WINS during the joint owmership of McCaw
(75%) and Keating (25%). Before coming to WINS Fearnhead had
managed KYA (San Francisco), when it was owned by MeGaw and
Keating. In early 1959 he acquired 100% of KPUI (Honolulu)
with the assistence of Keating, and now owns 257 of the sta-
tion. He is a nsighbor of Keating in Honolulu, and was instru-
mental in having Mel Leeds and Alan Freed employed at Feating's
Station KDAY in Santa 'onica (Los Angeles). While at WINS,
Fearnhead was closely associated with McCaw, and still visits
and corresponds with him. However, he now is apparently closer
to Keating than to McCaw, but, although he is revealing informa-
tion adverse to McCaw in other respects, he has not given any
adverse information insofar as payola or station operation is
concerned, It appears (but this is by no means certain) that
he is controlled by the fear that any information adverse to
McCaw which he reveals would also implicate himself. As for
Leeds and Freed, they are both facing trials for payola (at
which knowledge by MsCaw would be a defanse), and ave pow
employed by Keatinge Since the trial of Peter Tripp (at
vhich it was revealed that record companies were not going to
support a defense that disc jockeys were paid for serving as
consultants), both Leeds and Freed have shown a stronger
inclination to reveal information as to McCaw's knowledge of
payola. If Peter Tripp should be given a jail sentence (his
sentencing is scheduled for June 30, 1961), this inclination
will be stronger. At present they are apparently controlled
by opposing forces: a desire to avoid a trial on payola, a
dislike of McCaw and an appreciation of the employment offered
by Keating on the one side, and on the other, a desire to
return to New York and a belief that they would be put on an
industry blacklist if they implicated McCaw.

39. On the other hand, statements by present and
past employees are not above suspicion. As indicated in
reference item (b) at paragraph 3, page 3, the staff has
received the impression that officials and present and past
employees have been less than candid in thelr statements, and
that it appeared that stories have been made up well in advance.
See example cited at paragraphs 57-66 of reference item (b).
Further illustrative of the basis for this impression is an

h of corr d betw MoCaw and LeMieux, Sales
Manager for WINS, in November, 1959. In a memorandum dated
November 25, 1959, McCaw stated:
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"Since you were not in the office when I called,
I asked Hap to talk with you with respect to
any discussion on the 'payola! matter.

As you know I have mentioned to you several
times that I feel sometimes you are a 1little
too generous in your willingness to discuss
some matters with the wrong people or in the
wrong places.

I was naturally disturbed when I learned that
you had talked with Mel and volunteered to him
an unflattering opinion of Lee Gorman. Tt is,
of course, your privilege to have your ovm
opinions about any one but troadcasting them
about might be highly detrimental.

The main purpose in writing now, however, is

to urge you to di age any y talk
about the matter now under investigation., The
normal humen fraility of loving to gossip is
greatly stimulated at times like this. We rmust
not let is /Tt/ disrupt the organization or
result in unjust speculation about individuals
who may be involved.

As a key man in the organization I would like to
feel free to discuss matters with you without
having to worry sbout the possibility of having
you thoughtlessly pass it on in the wrong places.
Sometimes it might be important that I apprise
you of some circumstances or situation but would
not want you to even indicate that you were aware
of it if somebody mentioned it to you outside of
my office.

I am sure that you understand and appreciate the
importance of everyone conducting themselves in
& mature and responsible marmer at all times.
We do not want to oreate an image of ourselves
op owr organization that is not favorable. This
applies to the image held by people within the
organization as well as without,"

In response, LeMieux stated:
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"Thank you so much for your note of 11/25, I
feel that you do appreciate, as we have dis-

cussed many times before, my eagerness to hide
nothing and generate integrity among everyone.

I N T

As of this morning I have completely forgotten
all that has gone before, and will never mention
to anyone what has transpired. My only concern
is to further dedicate myself to your service,
and to continue to help build WINS as the top
radio station in the world."

* #* #* * *

LeMieux has apparently kept his promise, for he has given a statet
ment touching in part upon a meeting of November 23, 1959, which
led to the McOaw criticism, as follows:

"During the month of November we had
numerous management meetings. I do not
recall any special meeting on November 23rd.
I may have been in Chicago on this date. If
I had been present, I have no specific recol-
lection of the subjects discussed."

LO. In view of the considerations outlined in the two
preceding paragraphs, every effoart has been made to obtain cor-
roboration of the various statements and allegations, preferably
by documentary evidence, The staff has not always been successful
in this endeavar. The following paragraphs outline the evidence
at hand in two areas: (1) the pattern indicating knowledge of
payola practices at WINS by McCaw and top management and (2)
the pattern of misrepresentation and lack of candor in the
response to the Commission's payola inquiry and in subsequent
statements. The possibility of further development is indicated
where appropriate.
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Pattern of WINS Payola

The various factual matters and allegations which

have been made which could lead to a conclusion that the manage-
ment of WINS and/or McCaw had knowledge or should have had
knowledge of payola existing at the station may be restated
chronologically as consisting of the followings

ae

be

The hiring of Freed in 195l although he had
a reputation as a payola taker and the appar-
rent disregard of Freeman's attempts to
inform WINS menagement of such fact (para-
graphs 8-13 of reference (b)). McCaw dis-
claims any knowledge of Freed's reputation
as a taker, of a letter being sent to WINS
tringing this matter to management's atten-
tion, or of Leder attending a meeting in
195k at Tico concerning this matter. The
letter from Freeman addressed to WINS has
not been located and no correspondence
between Leder and McCaw during the pertinent
period has been produced. Regardless of
vhether Leder's or Goldner's story is
believed as to the conference at Tico Records
at which Freed was exposed, the fact remains
that Leder (Station Manager and Executive
Vice President of Gotham at the time) admits
the receipt of a letter from Freeman making
the same charge with respect to Freed.

The fact that, despite Freeman's letter to
Leder and McCaw's contention that payola
prohibition clauses were inserted in talent
contracts upon his acquisition of the sta-
tion in 19‘; (paragraphs 6-7 of reference (b)),
the Freed contract executed in 195k and various
drafts prepared in 1955 for negotiation pur-
poses contain no such provision, MoCaw in an
affidavit executed May 12, 1961 stated "If a
talent contract uted in 1955 betw

Freed and Station WINS does exist and if such
a contract does not contain an Anti-Payola
clause, the omission of such a clause would

be through inadvertence and would not be
intentional.” With the exgeption of Freed,
talent contracts executed in 1955 and there-
after contained a striot anti-payola clause.
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The lack of control by mamagement of the
Freed programs in 1957 and 1958 and of the
Lacey programs in 1957-1959 as alleged by
Granger when interviewed on April 26, 1961
and by Leeds (paragraph 5 of reference (b)).
MeCaw'!s memo of October 8, 1959 (preceding
paragraph 17) shows the control of music
selection resting solely with the program
director and litrarian as of that date.
Nelther Leeds nor Granger had written con-
tracts, so that they were not subject to the
anti-payola clause of the talent contracts.
The station has now established controls
which appear to be effectives

The fact that Freed's expenses for remote
broadcasts exceeded his revenue from WINS
(paragraphs 14,-23 of reference (b))o

McCaw disclaims any knowledge of this fact
util a later date and stated that these
chuwges were incurred as a convenience to
Freed and in light of Freed's numerous pro-
motions and considerable other income it gave
him no concern when he learned of it. However,
the ledger card for Freed's account indicates
slow payment, so that he soon owed more than
$10,000, The affidavit of Kirwen (in charge
of accounting at the time) indicates that he
called the dell to the attention of
Fearnhead (Manager and Executive Vice Presidemt)
from time to time. Although Freed's expenses
exceeded his revenues from WINS, it should be
pointed out that under the conditions of
Freed's contract there was a potential revenue
which could have exceeded the expenses by a
considerable amount., But, according to McCaw,
Freed made no effort to sell time for his show.

The allegations bty Freed (preceding paragraph 35)
that WINS billed Alpha directly for Freed's
remote troadcast expenses (1ine charges and
engineerst uahr:l::g and that "the District
Attorney in New York has about $12,000 in Alpha's
cancelled checks which were drawn payable to and
deposited by the Gotham Broadcasting Company
covering these line charges.," The allegation of
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direct billing by Gotham to Alpha has not
been checked out by interviewing WINS book-
keeping employees, interviewing Alpha
personnel, and examination of Alpha's
accounting records, some of which may have
been destroyed by firees A subpoena may be
necessary to examine the Alpha records.

All of the billings for Freed's expenses
have been examined and all show the billing
to Freed and not to Alpha. However, there
may have been arrangements for the originals
or copies of the Freed billings to be sent
to Alpha, With respect to Alpha's checks
for Freed's expenses (preceding paragraph 19)
coples of two checks in the' amounts of
$3,679.55 dated December 28, 1956 and
$2,8148,65 dated March 9, 1957, drawn by
Alpha payable to Gotham, and one check in
the amount of $3,L71.85 dated October 9,

1956 drawn by Alpha payable to Freed,

have been obtained. The amoumts of these
checks coincide with Gotham!s balances on
the Freed account as shown by invoice No.
1139, dated November 30, 19563 No. 4799,
dated February L, 1957; and No. 3263, dated
September 30, 1956, respectively. McCaw has
denied any knowledge of the receipt of direct
payments by Alpha for Freed. Kirwan, in
charge of WINS accounting department from
1950 to September 1957, and Soupios, in
charge since 1957 to the present date, deny
any knowledge of such direct payments. Kirwan,
in an affidavit of May 11, 1961 describes the
handling of incoming checks and stated "I was
never advised nor did I have personal knowledge
that any monies received on payment of Mr.
Freed's bills were paid by record distribute
ing compafiiesi® If a determination is made
that WINS' accounting personel had received
instructions to bill Alpha directly or to send
copies of Freed's billings to Alpha,such
instructions would necessarily indicate a
knowledge of this form of payola bty WINS
management,
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f. Freed!s allegations that Gotham knew that
Morri. Levy of Roulette Records had a 50%
interest in Freed's promotions (paragraph 19
of reference (b) and preceding paragraph 3l).
This allegation is based on the fact that
Gotham received 10% of the profits on Freed!s
promotions which were advertised on WINS.

It has not been determined vhether WINS
management knew of Levy's interest in the
Freed promotions. McCaw was aware of the
fact that Jack Lacey (WINS d.j.) has a
manager with an interest in Jubilee Records.

ge Freed's recent allegation that, in the

presence of MoCaw, Fearnhead stated that it

was known that Freed was getting money from
record companies, and that Fearnhead was seek-
ing a means for the station to benefit (pre-

¢ eding paragraph 36). This matter has not

been checked into. It will be noted that

this is a second instance (the other being
McCaw's statement to Fearnhead in the latter
part of 1958, preceding paragrsph 18 and para-
graphs 24-30 of reference (b), when a raise for
Leeds is being requested) where a knowledge of
payola at WINS 1s alleged with respect to

McCaw and Fearnhead. It will also be noted

that the allegation of seeking a means for WINS
to benefit from pay by record les is
greatly similar to what may have been the
intended meaning of that part of the November 2,
1959 memorandum from Anderson to Leeds (preceding
paragraph 20 and paragraphs 47-L9 of reference (b)),
which requests Leeds to determine a means of tie-
ing into record company profits with a percentage
to himself. McOaw has claimed that the November 2,
1959 memo was intended to initiate action by Leeds
to sell time to record companies through Leeds!
contacts and receive a commission similar to a
salesman for the station., Neither McCaw nor
Fearnhead has been questioned concerning the
conversation between Freed and Fearnhead.

McCaw claims he does not remember making the
alleged statement to Fearnhead in 1958 about
Leeds receiving payola and that if he did, it
was facetious. In this connection, a copy of a
letter from Fearnhead to Leeds has been obtained
in which Fearphead asks Leeds what form of affi-
davit does he want.
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Leeds' recent allegation (preceding para-
graph 17) that in 1958 he obtained a free
refrigerator from RCA and a Hi-Fi set from
Capital Records for Fearnhead, the latter
being obtajned without request from Fearn-
head but with knowledge by Fearnhead that
1t had not been paid for. This matter has
not been checked out,

Leeds! recont allegation (preceding para-
graph 33) that in August or September 1959
he obtained a Hi-Fi set for McCaw at his
request, the bill for which was not requested
by McCaw until after the payola investigation
started in late November, at which time McCaw
18 alleged to have said "I wanted to pay for
it, but jJust wanted to see if you had connec-
tions." Inquiries concerning this matter have
not been made.

The fact that in May 1959 McCaw personally
received a letter from a record comany
calling his attention to the payment of $100
to Granger for which services had not been
performed (paragraphs 31-35 of reference (b)).
Although McOaw advised the Commission that he
had made a thorough investigation of the matter,
1t was determined that the investigation con-
sisted of several uncompleted phone calls by
McOaw and the transfer of Granger from his posi-
tion of librarian to the news department at a
raise in salary. MoCaw has stated that Leeds
was called in and wanted to confront Granger
with the letter. However, it was decided that
Leeds would acknowledge the letter and that
Granger would be transferred to the news
department (where he would not be exposed to
payola) upon his return from his honeymoon
without bringing the letter to his attention.
MoCaw stated that this decision was made in
part due to the fact that Granger is a negro
and this solution would aveid other problems
which t be created. Both Granger and
Gribble (the contact man for Crestive Records
Enterprises) have stated (preceding paragraph
28) that the payment was the first of an
intended series of payments for consultant
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services; however, the letter to McCaw
from Joachim, the president of the record
company, and Gribble!s letter to Joachim.
which in part states "none of us who have
nenitored have heard any of the records
plugged,™ negate the consultant contention.
In connection with McCaw's statement that
his attempted telephone contacts with
Joachim were unsuccessful, it should be
mentioned that the offices of WINS and of
Joachim were about four shart blocks apart
at the time,

The fact that Granger's wedding in June,

1959, and his European hcneymoon were not

in keeping with Granger's salary as Librarian.
McCaw has stated that he was quite impressed
with the lushness of Granger's wedding which

he had attended. It will be noted that follow-
ing the wedding the first inquiries of WINS
personnel regarding payola were made by Gorman
and Anderson. However; these inquiries were
not a direct questioning of an employee as to
whether he was accepting payola, but were
limited to asking whether the person kmew of
some other person sccepting payola. Inquiries -
subsequent to the talent meeting on November 18,
1959, appear to have been limited to asking
about payola to Leeds and the questioning of
persons in the industry by Gorman was done in

a manner whereby a negative answer could be
given, i.esy whether the individual pers

had made payments to Leeds. This sty le on
Gorman'!s part was probably due to the fact that
Gorman did not want to do such investigating.
Gorman, at pages 8 and 9 of the March 1l;, 1961
transcaript, recites a conversation, with McCaw
saying, "I, therefore, sppoint you as special
investigator for WINS on payola." Gorman then
stated "And I thanked him very much for the
compliment and asked him to please give the
assignment to somebody else, and I was them told
it was an order."
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McCaw's admitted suspicions of payola at WINS.

At the conference on March 1li, 1961, McCaw told
of visiting Leeds' apartment and questioning

him about the apparent expensive furnishings.
McCaw also discussed Leeds! acquisition of a

new Thunderbird which resulted in Leeds explain-
ing to McCaw the purchase arrangements (para-
graph 75 of reference (b)), In answer to the
question as to whether these events created sus-
picions in MoCaw's wind of Leeds accepting payola,
McCaw stated (pages 11 and 1h2 of March 18,

1961 transcript) "I had recurring suspicions as
far as Mr. Leeds was concerned. And every time
anything would seem to come up, some reasonable
explanation would be made about it. As I say,
Just the way he handled the Granger situationy
Jjust the expression on his face and the various
things, I was watching all the time, I mean, I
wav never completely satisfied on the score, btut
everytime that someone would say that this was
supposed to be the case at WINS, that payola did
exist, and you tracked it down to the person who
was supposed to have said it, you would always
end up in the same place, that either they would
deny having meant it that way, or would say they
were joking, or that they had heard it from
someone else." On all fours with McCaw's state-
ment is Gormen's statement on March 1k, 1961
(page 9 of transcript) when he was describing
his activities after being ordered by McCaw to
make an investigation: "Now, at that point, I
then started to chase thase ghosts through any
and every avenue I could, which included ezamin. -
ing music sheets, having meetings with publishers,
having meetings with record distributers, talking
to owr music librarians, and I did this on an
activity basis, for, perhaps 6 weeks. And at no
time could I ascertain any positive dooumentation
of payola to any member of the staff at WINS,
either a dlsk jookey, music litrarian, program
directoar or any other associated persormel."

Leeds' recent allegation that, in the latter part
of 1959, he brought to McCaw's attention Judy
Cross attempting to tribe Bruce Wendell to get

one of her records played (preceding paragraph 33).
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This matter has not been checked out. If
this incident did occur, considering that
Judy Cross was apparently working with
Gorman at that time on the payola investi-
gation, it may have been a planned attempt
to trap Wendell or Leeds.

Misrepregen lack G

42. As stated in preceding paragraph 39, misrepre-
sentations and a lack of candor by lMcCaw, officials, and present
and past employees of WINS in their affidavits and statements
made to the Commission and its investigators are evident, as
shown by the following examples:

(a) In his affidavit of December 30, 1959,

submitted in response to the second
uestion of the payola questionnaire

?proced\.u‘es adopted for prevention of
payola in the future), Mr. licCaw stated
in part: "A formal investigation is
being conducted with present and former
employees to determine to what extent
any such practice may have existed in
the past." No evidence was found of
any formal investigation of past or
present WINS personnel at that time, i.e.,
December 30, 1959. Lee Gorman, designated
as the WINS payola investigator, was not
interested in past employees, but only
current personnel during his investigation
from September thr ber (Transcript
of March 14, 1961, pp. 13 = 14, 16), WINS
did on December 4, 1959, send a letter to
600 record companies requesting information
with respect to payments to any WINS per-
sonnel at any time, but no follow-up was
made. A form of affidavit seeking infor=
mation as to payola was mailed to some
former employees on February 2, 1960, but
this action was not decided upon until
February 1, 1960.
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(b) In McCaw's affidavit of Februery 5,
1960, responding to the first question
in the Commission's inquiry (knowledge
of payola) it was stated in parti

"On January 16, 1960 all present
and former personnel were sent the
attached questionnaire and roquested
to furnish an affidavit, the form of
vhich is attached. All but two parties
(and they are on vacation) enswered
and supplied affidavits, and all affi-
auts responded in the negative to
question 3. Some former personnel
have not answered the request as yet."

In fact, the letter dated Jamuary 16, 1960,
and the affidavit form were not distributed
to current employees until February 1 and 2
(the affidavit form was not prepared until
February 1) and were mailed to past employees
on February 2, 1960 (see preceding paragraph
21), and eight (rather than two) current
employees had not executed their affidavits
by February 5, 1960 (see preceding paragraph
22). As to the erronecus date, lapse of time
and faulty memory can not be an excuse for
McCaw's misstatement, since his affidavit

of February 5, 1960, was executed only four
days after the form of the employees' affi-
davit was prepared and at a time when McCaw
was busily engaged in prepering his response
to the Commission's inquiry. It should be
mentioned that Andy Haley has stated that it
may have been the fault of his office for not
definitely ascertaining when the letter dated
January 16, was mailed before permitting the
statement to appear in McCaw's affidavit.

McCaw's explanation as to the error in the
number of employees who had not executed their
affidavits by February 5, 1960, is more
plausible. The union objections had been re=-
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solved on February 4, and a new form had
been prepared. McCaw left for Washington
fairly early on that day, and on the 5th
had called New York ss to the status of
the affidavit forms. It is possible that
in the telephone conversation the dis-
tinction between properly notarized forms
and forms not notarized was not realized,
i.e., the conversation might have dealt
only with signed forms that had been re-
turned.

(c). In his affidavit of May 12, 1961,
explaining the preparation, distribution
and execution of the employee affidavits,
Mr, McCaw stated in part:

"Sometime during December, 1959, we
developed a proposed affidavit, copy
of which is attached and we submitted
a copy to AFTRA. After the Union
raised objections, I attempted to get
in touch with Mr. Kenneth Groot,
Executive Secretary of the New York
local of AFTRA to determine how the
matter could be reconciled. According
to our records, I called him originally
on December 10, 1959 and attempted to
reach him both at the office and at
home. On December 12, 1959 another
attempt was made to reech him without
ain on D ber 14, 1959,
he was called but not reached. I
finally reached him on December 15,
1959, which was two days prior to my
leaving for Seattle. No conclusion
was reached. Immediately after return-
ing to New York on Jamuary 4, 1960, I
called him again at which time I talked
with his assistant, Mr. Irving Lewis.
We were still unable to get a definitive
answer with respect to the acceptability
of our proposed affidavit., The matter had
8till not been reconciled at the time I
deperted for Seattle on the night of
January 15, 1960."
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Although the WINS files indicate consider-
able thought and activity with respect to
the preparation of an affidavit for sub-
mission to euployees, during the latter

part of November and early December, 1959,
and although records examined indicate
telephons calls to AFTRA on the dates
mentioned by lc Caw, there is considerable
doubt that a proposed affidavit was sub-
mitted to the Union for approval in

December, 1959, for the following reasonst
(1) Anderson’ (General Manager) stated that
he, not lMcCaw, handled Union negotiations

and that he did not get into negotiations
with the Union on a payola effidavit until
after February 1, 1960 (Transcript of Nay
conference, pp, 296 = 297, 674 - 675, 683,
689, 690, 693); (2) Anderson stated that
ordinarily a document prepared for sub-
mission to employees would not be cleared

in advance with the Union, but would be
released, leaving it to Union to object,

as was done on February 1, 1960 (Transcript
for May 2, 1961, pp, 690 ~ 691); (3) the
contract between WINS and AFTRA expired on
February 15, 1960, and McCaw's calls to
AFTRA could have related to arrangements

for negotiations for a new contract, or per=-
haps to a call from AFTRA to Hap Anderson

on December 8, 1959, regarding more charity
tickets for a memorial dance, Anderson having
told the AFTRA caller that he "would have to
check this one through;" (4) during the May
conference attempts were made by McCaw and
Anderson to get a statement from AFTRA, which
kept "pretty detailed files" (Transeript p.
€97), as to the date when a proposed employee
affidavit was first submitted (Transcript Pp.
220 - 221, 366, 444, 521-522, 640, 657, 697 3
no statement from AFTRA has been sutmitted; and
(5) veriocus memoranda, in WINS files indicate
that no decision as to whether an affidavit
should be requested from employees was not made
by December 10, 1959, See Anderson's Daily
Repart for December 1, 1959, indicating that
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the public relations counsel had suggested
the obtaining of a payola affidavit from
employees, but that the suggestion should
be held 'in abeyance until a decision was
made at the proper time;" Anderson's
Daily Report for December 4y 1959, stating
that the public relations counsel felt
that in light of the FCC questionnaire it
was imperative that WINS have its employ=
ees sign an affidavit, and that public
relations counsel was told that this would
have to wait until JEi arrived on londay

ecember 7, 1959); Anderson's Daily Report
for December 10, 1959, stating that public
relations counsel had called from Miami
asking if we had decided on the affidavit
as yet, and that, after Anderson and
Gorman had talked to public relations
counsel, McCaw also talked to him and a
tentative date was set after his return
from Miami; Gorman's Daily Report for
December 14, 1959, indicating on that date
he had lunch with McCaw and public relations
counsel,

(d) In a notarized letter of August 6, 1960,
addressed to the Commission, McCaw stated
with respect to the Granger - Joachim inci-
dent (paragraphs 31 - 35 of reference (b) and
preceding paragraph 28):

Sometime in May or June of 1959, we
recelved an indication that Mr,
Granger may have accepted payments
fram a record supplier. We promptly
undertook an investigation of the
matter but were unable to substantiate
this chargs in any degree which would
bave justified the man's discharge.

In an affidavit of Jamuary 7, 1961, stated with
respect to the same incidents

Upon receipt of the correspondence
from Mr, Joachim I attempted to

investigate the charges. An effort
was made to contact the persons who
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wrote the letters. The efforts failed
because no one answered the telephone
at the addresses and places listed on
the letterheads.,

McCaw's testimony on March 14, 1961 (Transcript
pp. 99 - 104) was similar to his statements in
the affidavit of January 7, 1961, and he stated
that it was not the intent of the August 6, 1960
letter to imply that e broad investigation had
been made and that it was not the intent to try
to develop a case which we could use to bri
charges against him (Transcript pp. 104, 105).

(e) In his affidavit of January 7, 1961, McCaw
stated in part:

"Je have always had a firm policy
against permitting any payola and
have attempted to be vigilant for
any signs of its existence. All
talent contracts as one example
which were entered into at various
times after the acquisition of
Station WINS by me contained specific
provisions prohibiting any form of
payola. As an example of the exact
contractual provision in .one of the
principal talent contracts there is
attached hereto an excerpt from the
contract dated July 1, 1955 between
Station WINS and Jack Lacy, one of
the performers on WINS,"

However, the 1954 Alan Freed contract did not
contain the payola clause, and neither did the
1955 drafts of a proposed contract with Freed,
McCew has stated that the omission was inad-
vertent. See preceding paragraphs 11 and 12,

(£) In his affidavit of Jamuary 7, 1961, McCaw
also astated:
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"The ownership and management of
Station WINS maintain supervision
over the program content and other
aspects of the station's operation
and have done so throughout the
period that Gotham has held the
license for WINS.

However, it is clear that no controls were ex-
ercised over the music played by Alen Freed,
and, to a lesser degree, leeway was permitted
to other disc jockeys.

(g) On March 14, 1961, McCaw stated (Transcript
PP. 344 0 345)s

"I mean this has been almost a
fetish with me, I want to say that,
to the point that up until the last
couple of days we even permitted
ourselves to have skull sessions,
so-called, when we went over the
memos -- the copies of which were
made for you and for us -- indicating
the possible areas of your interests,
and then to go through them and dis-
cuss them in detail, to try to re-
fresh our own minds as to any circum-
stances relating to these points
because again, in leaning over back-
wards not to discuss it or influsnce
what a person might say when asked,
we have refused to have those kinds
of discussions even among ourselves
except in a sporadic way. Anyone
will tell you, I think, that is the
way we have approached it,"

However, Mel Leeds has stated that a WINS employee
recently told him that McCaw was coached by an
attorney before MbCaw, Anderson and Gorman appeared
at the FCC on March 14, 1961, There were other
indications in the many conferences that the WINS
officials had talked over in advance the various
facets of the case.
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43. On April 10, 1961, the Storer Broadcasting
Company, Gotham Broadcasting Corporation and WWVA, Inc. sent
a joint letter to the Commission pointing out that certain
of their applications had been on file for nearly six months 3
stating that "The Commission is aware of the adverse effects
on the management, staff and financial operations that occur
during the period an application for assignment of license is
pending;" and requesting "...that the Commission take cog-
nizance of the demoralizing effect on the stations involved,
the adverse position in which the station employers are placed,
and the financial injury to the stations, and thet every effort
be made to expedite consideration of the applications."” In this
connection McCaw, during his last interview at the Carlton,
mentioned the drop in WINS revenues and announced that Anderson
has resigned to accept a position as general manager of a South
Carolina TV station and that Gorman had resigned to set up his
own representative firm. In Anderson's written announcement
of his resignation to McCaw he stated that three other key
employees of WINS were seeking other employment. It is reported
that Tom O'Brien, director of WINS' news department and Union
Shop Steward has resigned and accepted a position at WABC
affecti\;e June 12, 1961 (Broadcasting Magazine of June 12, 1961,
page §9).

Sonclusions

44. It cannot be positively stated that McCaw or
Gotham had knowledge of or participated in payola. In view of
the statements of Leeds, and especially the recent statement of
Freed, and the indications of a pattern under which there should
have been a knowledge of payola, it likewise can not be concluded
that McCaw or Gotham is in the clear. Further, although the
misrepresentations or inconsistencies may individually be reason-
ably explained away, collectively they indicate a pattern which
can reasonably be inferred was deliberately developed to mislead.
In view of the above and the considerations discussed in refer-
ence item (c), the staff can not recommend a grant of the renewal
application.
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45. On the basis of the information now at hand, the
Commission would be justified in designating the application for
hearing on issues relating (1) to the knowledge of Gotham and
McCaw as to payola at WINS, and (2) the misrepresentations by
and lack of candor of Gotham and lfcCaw. With respect to the
knowledge of payola, the case could collapse because of the
necessity of relying upon the testimony of Leeds and Freed and
the uncertainty as to what Fearnhead's testimony would be at
a hearing, Further development may obtain corroboration of
Freed's recent allegation as to McCaw's or Gotham's knowledge
of payola at WINS, and establish further misrepresentation on
the part of McCaw. Therefore, rather than designating the re-
newal application for hearing at the present time, it is rec-
ommended that a letter be sent to Gotham and Storer advising them
that action will not be taken on their pending applications for
renewal and assignment of license until further investigation is
completed, It is anticipated that the contemplated further investi-
gation could be completed by the middle of July and the matter re-
submitted to the Commission before the August recess if desired.
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