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52:9M-1. There is hereby created a State Com-
mission of Invéstigafion. The Commission shall
consist of four members, to be known as
commissioners. Two members of the Commis-
sion shall be appointed by the Governor. One
each shall be appointed by the President of
the Senate and by the Speaker of the Generdal
Assembly. Each member shall serve for a
term of 3 years and until the appointment and
qualification of his successor. The Governor
shall designate one of the members to serve
as Chairman of the Commission.

The members of the Commission appointed
by the President of the Senate and the Speaker
of the General Assembly and at least one of
the members appointed by the Governor shall
be afiorneys admitted to the bar of this State.
No member or employee of the Commission
shall hold any other public office or public
employment. Not more than two of the mem-
bers shall belong to the same. political

party . . .*
* Excerpt from 5.C.I. Law

THE COMMISSION
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ORIGIN AND SCOPE OF THE COMMISSION

Despite the range and impact of the Commission’s
achievements, inguiries contimue to be made about
its jumsd@ctwn the way it functions and its impor-
 tamce to a better New Jersey. The Commission
- believes this important information should be con-
veniently available. Accordingly, the pertment facts
are summarized below.

The New Jersey State Commission of Investigation (8.C.1.) was
‘an outgrowth of extensive research and public hearings conducted
in 1968 by the Joint Legislative Committee to Study Crime and
the System of Criminal Justice in New Jersey.  That Committee
was under direction from the Legislature to find ways to correct
What was a serious and intensifying erime problem in New Jersey.

" Tndeed, by the late 1960s New Jersey had the unattractive image
of being a corrupt haven for flourishing organized crime opera-
tions. Wﬂham ¥. Hyland, who was Attorney General from 1974-
1978 for the State of New Jersey, vividly recalled that unfortunate
era in testimony before the Governor’s Committee to Evaluate
the 8.C.I. Hesaid in part:

¢, .. our state quickly developed a national reputa-
tion as a governmental eesspool, a bedroom for hired
killers and a dumping ground for their vietims,
Whether this was a deserved reputation was mnot
necessarily material, The significant thing was that
this became an accepted fact that seriously under-
mined confidence in state law enforcement.”’

The Joint Legislative Committee in its report issued in the
‘Spring of 1968 found that a erisis in crime control did exist in
New Jersey. The Committee attributed the expanding activities
_of organized crime to ‘‘failure to some considerable degree in the
system itself, official corruption, or both”’ and offered a series of
.sweeping recommendatmns for improving various areas of the
criminal justice system in the state.

The two highest prmnty recommendatmns were for a new State
‘Criminal Justice unit in the executive branch of state govermnent
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and an independent State Commission of Investigation, patterned
after the New York State Commission of Investigation, now in its
22d year of probing crime, official corruption and other govern-
mental abuses. o ‘

- The Committee envisioned the proposed Criminal Justice unit

and the Commission of Investigation as complementary agencies
in- the fight against erime and corruption. The Criminal Justice
unit was to be a large organization with extensive manpower
and authority to coordinate and press forward eriminal investi-
gafions and prosecutions throughout the state. The Commission
of Investigation was to be a relatively small but expert body
which would conduct fact-finding investigations, bring the facts
to the public’s attention, and make recommendations to the Gov-
ernor and the Legislature for improvements in laws and the
operations of government,

The Joint Legislative Committee’s recommendations prompted
immediate snpportive legislative and executive action. New Jersey
now has a Criminal Justice Division in the State Department of -
Law and Public Safety and an independent State Commission of
Investigation®™ which is structured as a commission of the Legis-
lature. The new laws were designed to prevent any conflict between
the functions of this purely investigative, fact-finding Commission
and the prosecutorial authorities of the state. The latter have the
responsibility of pressing indictments and other charges of viola-
tions of law and bringing the wrongdoers to punishment. The
(Commission has the responsibility of publicly exposing evil by
fact-finding investigations and of recommending new laws and
other remedies to protect the integrity of the political process.

The complementary role of the 8.C.I, was emphasized anew by
the Governor’s Committee to Evaluate the S.C.I** which con-
ducted in 1975 a comprehensive and impartial analysis of the Com-
mission’s record and function. The Committee’s members consisted

* The bill creating the New Jersey State Commission of Investigation was infroduced
April 29, 1968, in the Senate. Legislative approval of that measure was completed
September 4, 1968, The bill created the Commission for an initial term beginning
January 1, 1869, and ending December 31, 1974. It is cited as Public Law, 1968,
Chapter 266, N. J. 5, A, 52:9M-1 et seq. The Legislature on November 12, 1973, com-
pleted enactment of a bill, cited as Public Law, 1973, Chapter 238, which renewed the
Commissicn for another term ending December 31, 1979, A bill granting the S.C.I
an extension of its tenure for another five years until December 31, 1984, gained final
approval by the Legislature and the Governor in December, 1979, .

*#* The Governor’s Committee to Evaluate the S.C.I. was created in April, 1975, by execu-
tive order of the Governor after the introduction in the Senate of a bill o terminate
th_et:h E.C.I. touched off a backlash of public criticism. The measure was subsequently

- withdrawn. S .- .
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of the late Chief Justice Joseph Weiniraub of the New Jersey
Supreme Court, former Associate Justice Nathan L. Jacobs of that
same Court, and former Judge Edward F. Broderick of the Ne
Jersey Superior Court. :

That Committee in its October 6, 1975, public report rejected
summarily any suggestion that the S.C.L duplicates work of other
agencies. Indeed, the Committee said the record demonstrated
convincingly that the Commission performs a valuable funetion
and that there is continuing need for the S.C.I.’s contributions to
both the legislative process and the executive branch.

The Committee concluded that it saw no likelihood that the need
for the S.C.I. will abate, and recommended amendment of the
S.0.1.’s statute to make the Commission a permanent rather than
a temporary agency. In support of this statement, the Committee
declared : ' '

< Qur evaluation of the work of the S.C.I. convinces
us that the ageney has performed a very valuable
function . . . The current public skepticism of govern-
ment performance emphasizes the continuing need for
a credible agency to delve into the problems that
plague our institutions, an agency which can provide
. truthful information and sound recommendations.
There must be constant public awareness if we are to
retain a healthy and vibrant system of government,
Indeed we see no likelihood that the need for the
S.C.I. will abate . . .”

To insure the integrity and impartiality of the Commission, no
more than two of the four Commissioners may be of the same
political party. Two Commissioners are appointed by the Governor
and one each by the President of the Senate and the Speaker of

" the Assembly. Tt thus may be said the Commission by law is

bipartisan and by concern and action is nonpartisan.

The paramount statutory responsibilities vested in the Com-
mission are set forth in Section 2 of its statute.* This section
provides: |

9. The Commission shall have the duty and power
to conduct investigations in connection with:

* The full text of the Commission’s statute is included in the Appendices Section of this
report . ’ ‘ :
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(a) The faithful execution and effective enforce-
ment of the laws of the state, with particular
reference but not limited to organized: crime -
and racketeering.

(b) The conduct of public officers and pﬁblic
employees, and of officers and employees of
public corporations and authorities.

(e) Any matter concerning the public peace, pub-
lic safety and public justice.

The statute provides further that the Commission shall conduct
mvestlo'a‘tlons by direction of the Governor and by econcurrent
resolution of the Legislature. The Commission also shall conduet
investigations of the affairs of any state department or agency at
the request of the head of a department or agency.

Thus, the enabling statute assigned to the Commission, as an
investigative, fact-finding body,* a wide range of responsibilities.
It is highly mobile, may compel! testimony and production of other
evidence by subpena, and has authority to grant immunity. to
witnesses. Although the Commission does not have and cannot
exercise any prosecutorial functions, the statute does provide for
the Commission to refer information to prosecutorial authorities,

One of the Commission’s prime responsibilities when it nncovers
irregularities, improprieties, misconduct, or corruption, is to bring
the facts to the attention of the public. The objective is to insure
corrective action, The importance of public exposure was put most
succinetly by a New York Times analysis of the nature of such a
Commigsion:

 Some people would put the whole business in the
lap of a District Attorney (prosecutor), arguing that
if he does not bring indictments, there is not much
the people can do.

But this misses the primary purpose of the State
Investigation Commission. It is not to probe outmght

" criminal acts by those in public employment. That is
the ;]ob of the regular investigation arms of the law.

#¥As a leglslatwe mveshgatwe agency, the S.C.I. is not unique, since investigative
agencies of the Tegislative branch of government-are as old as the Republic, The first
full-fledged Congressional investigating cormittee was established in 1792 to “inguire

"into the causes of the failure of the last expedition of Major General. St Claxr »
(3 Annal of Congress 493—1792).-
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Instead, the Commission has been charged by the
Legislature to check on, and to expose, lapses in the
faithful and effective performance of duty by public
employees. -

Is sheer non-criminality to be the only standard of
behavior to which a public official is to be held?
Or does the public have a right to know of laxity,
inefficiency, incompetence, waste and other failures in
the work for which it pays?

The exact format for public action by the 8.C.1. is subject in
each instance to a formal determination by the Commission which
takes into consideration factors of complexity of subject matier
and of conciseness, accuracy and thoronghness in presentation of
the facts. The Commission may proceed by way of a public hearing
or a pablic report, or both.

In the eourse of its conduect, the Commission adheres to the
New Jersey Code of Fair Procedure, the requirements for which
were incorporated in the Commission’s enabling law as amended
and re-enacted in 1979. These provisions satisfy the protections
which the Legislature by statute and the Judiciary by interpreta-
tion have provided for wiftnesses called at private and public
hearings and for individuals mentioned in the Commission’s public
proceedings. Such procedural obligations include a requirement
that any individual who feels adversely affected by the testi-
mony or other evidence presented in a public action by the
Commission shall be afforded an opportunity to make a state-
ment under oath relevant to the testimony or other evidence com-
plained of. The statements, subject to determination of relevancy,
are incorporated in the records of the Commission’s public pro-
ceedings. Before resolving to proceed to a public action, the Com-
mission analyzes and evaluates investigative data in private ip

- keeping with its solemn obligation to avoid unnecessary stigma - -

and embarrassment to individuals but, at the same time, to fulfill
its statutory obligation to keep the public informed with specifics
necessary to give credibility fo the S.C.L’s findings and recom-
mendations.

The Commission emphasizes that indictments which may result
from referral of matters to other agencies are not the only test of
the efficacy of its public actions. Fven more important are the cor-
rective legislative and regulatory aections spurred by arousing
public and legislative interest. The Commission takes particular
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pride in all such actions which have resulted in improved govern-
mental operations and laws. It will continue to work for more
effective protection of the taxpaying public from abuses in the
expenditure of public funds and other subversions of the public
trust.



S.C1. LAW CHANGES

InTRODUCTION

. The enabling statute under which the Commission was ecreated
in 1968 provided for an initial term of six years, extending to
December 31, 1974. In November, 1973, the Commission was
extended for a five-year term concluding on December 31, 1979,
A bill, A-1275, granting the S.C.L a new term to December 31, 1984,
was signed into law by Governor Brendan T. Byrne in December,
1979. The following summary of the 1978-79 legislative proceedings
is intended to heighten public comprehension of the 8.C.1’s fune-
tions, particularly regarding the Commission’s liaison with the
Executive and Legislative branches of state government.

SUMMARY

A-1275, a measure sponsored by Martin A. Herman, D-Gloucester,
chairman of the Assembly Judiciary Committee, and co-sponsored
by 12 Democrats and five Republicans, was largely based upon the
recommendations of an October, 1975, report by the Governor’s
Committee to Evaluate the 8.C.I. This bill was approved by the
80-seat Assembly by a vote of 71-1 on June 5, 1978. The legislation .
contained a number of revisions and additions to the S.C.I law,
ineluding provisions to:

° Create a new criminal offense prohibiting a
witness who has been granted immunity from wilfully
- refusing to answer questions or produce evidence pur-
~suant fo an order of the S.C.I. This would be in addi-
tion to the Commission’s continued power to proceed
against a recalcitrant witness for civil contempt.

~© Impose a 5-year maximum period of incarceration

for civil contempt for refusal by a witness, after a
grant of immunity, to answer or produce evidence
pursuant to an order of the S.C.1

* Provide for a review of the activities of the S.C.I.
every four years by a bi-partisan seven-member joint
committee. The Senate later specified by amend-
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ment that such reviews were to begin in 1982, by a

review committee congisting of two members

- appointed by the President of the Senate, two by the

Speaker of the Assembly, and three members to be
appointed by the Governor.

* Authorize a single commissioner fo conduct a -
private hearing if the invesgtigation has previously
“been undertaken by a majority of the Commission.
The Senate later added a requirement that the
aunthorization of a single commissioner to eonduet a
hearing be by resolution of the Commission.

e Allow the 8.C.L to ask a governmental entity re-
questing an investigation to reconsider that request if
the 8.C.I. determines that it does not have the capacity
to fulfill the request.

* Allow the commigsioners to serve in a “holdover”
capacity at the end of their terms if either they have
not heen reappointed or successors have not been
appointed.

* Inerease the annual salaries of the commis-
sioners from $15,000 to $18,000, effective January 1,
1980.

° Iixpand the subject matter which the S.C.I is
authorized to investigate to include the Legislature’s
consideration of changes in or additions to existing
laws.

The Senate’s consideration of A-1275 began in early 1979. With
representatives of the Commission and fhe Attorney General
participating, the Senate Judiciary Committee discussed the bill
at meetings in January and February and at a public hearing in
Iebruary. By February 22, this committee’s work on the Assembly-
passed legislation was largely completed and a committee state-
ment was issued. Additional changes in the measure included re-

quirements that:

* All gubernatorial nominations to the S.C.I. be
made with the advice and consent of the Senate.

* The terms of commissioners be reduced f1 om 5 to
3 years.



* Any vacancy in the Commission be filled by the
appropriate appointing authority 90 days after the
occurrence of the vacancy, and that if at the end of
90 days the vacaney is not filled, the Chief Justice of
the Supreme Court would fill the vacancy within the
next 60 days. Further, should the appointing au-
thority who failed to fill the vacancy be the Governor,
the appointment by the Chief Justice would be subject
to the advice and consent of the Senate.

s To clarify an ambiguity, a majority vote of com-
missioners means three votes if there is no vacancey on
the Commission and two votes if there is a vacanecy.

"* To avoid a sitnation in which the terms of all the
commissioners would expire at the same time, the
- terms of commissioners are to be staggered beginning
with the first appointments made after December 1,
1878. To accomplish this ‘‘staggering”’ of terms and -
- to be consistent with the new three-year term pro-
vision. noted above, the bill provided the following
schedule of appointments : The first member appointed
by the Governor after December 1, 1978, would serve
36 months and the second gubernatorial appointee 18
months; the first member appointed by the President
of the Senate would serve 30 months, and the first
member appointed by the Speaker of the Assembly
would serve 24 months. The Assembly had required
staggering of terms by means of a drawing conducted
by the Secretary of State. -

* The 8.C.1. within 5 days after the adoption of a
resolution authouzmg a public hearing, and not less
than 7 days prior fo that public hearing, notify the
President of “the ‘Senate and “the Speaker of the "
Assembly that the hearing has been schednled. The
" President and Speaker then would refer such notice
to the appropriate standing committee of each house.

* Require that any recommendations for admin-
istrative or legislative action resulting from a public
hearing conducted by the S.C.L. be reported to the
Governor and the Legislature within 60 days, rather
than 45 days as had been specified by the Asse"ﬂbly,
following the publie heauag
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* Require the 8.C.1. to give prior notice of a public
hearing to the Attorney General and the appropriate
county prosecutors within seven days, as against 24
hours in the Assembly version, to afford them an
opportunity to offer any objections to such a hearing.

¢ Prior to making recommendations concerning any
bill or resolution pending in the Legislature, the S.C.L
advise the sponsor of the legislation and the chairman
of the committee fo which that legislation has been re-
ferred about such recommendations.

o In order to insure that the rights of witnesses and
others involved in S.C.L investigations are protected,
the provisions of the Code of Fair Procedure be in-
corporated within the statute governing the operation

of the 8.C.I. This was primarily a technical change .

since the Commission had been adhering to the Wit-
ness Fair Procedure law since its inception.

e The S.C.I. call to the attention of the Attorney
General any information or evidence of a crime or
misconduct as soon as practicable. The S.C.I. may
delay the transmittal of information or evidence if it -
determines that special circumstances exist requiring
such delay. However, if the Commission or an em-
ployee obtains information or evidence of criminal
conduct that involves a reasonable possibility of an
unanthorized disclosure of information or any viola-
tion of the statute governing the operation of the
8.C.1,, such information or evidence must be brought
immediately to the attention of the Attorney General.-

~* Seven days prior notification, instead of 24 hours

ag the Assembly had required, be given to the At-
torney General and county prosecntors before the
S.C.I may issue an order compelling testimony under
immunity. '

- The prohibition againgt nnauthorized disclosure
‘of information by persons conducting or participating
in an 8.C.L investigation be expanded to include the
following : Those situations where a person not con-
ducting or participating in an investigation gains in-
- formation with regard to the substance of the investi-
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gation and discloses that information ; those situations
where a person induces a third party to make un-
authorized disclosure of information relating to an
S.C.I. investigation; and those situnations where a
person, other than a member or employee of the
Commission or a person entitled to assert a legal
privilege (ie. lawyer, newspaperman), with knowl-
edge of the substance of a pending investigation, fails
to advise the Attorney General and the Commission
of that knowledge and to deliver to the Atforney
General and the Commission any evidence containing
that information, Such unaunthorized disclosure would
be punishable as a crime of the third degree (pre-
sumptive sentence of 4 years imprisonment and/or a
fine of up to $7,600). This amendment also provides
that any member or employee of the 8.C.L who
violates the prohibition against unauthorized dis-
closure shall be dismissed from office or discharged
from employment. However, these restrictions against
disclosure of information by the 8.C.J1. are not appli-
cable where disclosure of information is required by
law or where disclosure is made to the Legislature or
a legislative committee pursuant to a formal request
or subpoena. These restrictions against unauthorized
disclosure of information also are not applicable to
members of the news media under the doctrine enunei-
ated by the U.S. Supreme Court in its recent decision
in Landmark Commumications v, Virginia, 98 S.C.
1535 (1979).

The 40-seat Senate ratified its revision of A-1275 on May 21,
1979, by a vote of 31-0. The Assembly concurred with the Senate’s

amendments by a vote of 64-1 on June 18, 1979, amid 1eports that

: 'the measure faced a-gubernatorial veto.

On November 19, 1979, at the conclusion of a leglslatwe Tecess,
Governor Byrne no’mﬁed the Assembly, as the House in W}chh
A-1275 had originated, that he had conditionally vetoed the bill
primarily because of 1ts Senate advice and eonsent requirement.

His veto message:
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To the Assembly:

Pursuant to Article V, Section I, Paragraph 14 (b)
of the Constitution, I herewith return Assembly Bill
No. 1275 with my objections, for your reconsideration.

A-1275 extends the life of the State Commission of
Investigation (8.C.1.) to December 31, 1984, ond im-
plements most of the recommendations of “The Gov-
ernor’s Commitiee to FHvaluaie the 8.C17 (The
Weintraub Committee) with regard to that agency’s
operation. ' '

As we all know, the 8.C.I. was created by legisla-
tion adopted in 1968 as part of the anticrime legisla-
tive package recommended by the Joint Legislative
Committee to Study Crime and the System for
Criminal Justice in New Jersey (the Forsythe Com-
mittee). Since then, the 8.C.1. has been imvolved in
many extensive investigations which have greatly con-
tributed to the fight against crime and corruption in
our State. I am convinced, as was the Weiniraub
Committee, that the 8.C.1. has performed a very valu-
able function and that it should be continued.

I also concur with the other provisions of A-1975
“which unplement the Weintraub Committee’s recom-
mendations, such as the provisions for the staggering
of the terms of the Commissioners, the expansion of
individual rights and the creating of a criminal off ense
for refusal to testify aofter having been gramted
EInuntty. :

However, I object to the bill’s provision that the
Governor’s appointees be subject to Senate confirma-
tion. I point ouwt imitially that this was not recom-
mended by the Weintraub Committee, nor by the
Forsythe Commitiee report which, as indicated
earlier, was responsible for the agency’s creation.
One familiar with the S8.C.1s history knows that the
agencyl was intended o be a creature of two of the
three branches of government. Only as such, and with
bi-partisan membership, could the S.C.I. be assured
of the ndependence it needs to carry out its mandate.
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I believe that Senate confirmation of the Gov-
ernor’s appointments to the 8.C.I. would so undermine
the basic philosophy of the agency as to bring its
independence (and therefore its usefulness) imto
question.

With regard to Section 13 of A-1275, I believe
that we should adopt the Weintraub Committee’s
recommendation that persons sentenced upon convic-
tion for criminal confempt “. .. should not be eligible
for parole consideration under statutes relating to
parole unless it is shown that the defendant has furn- .
-ished the testimony or evidence simce the return of
the indictment.” (at page 25). Therefore, I recom-
mend that the language in Section 13 be clarified to
specify this intent.

The Assembly amended the A-1275 extender bill as requested
by the Governor on the same day it received the veto message
and then re-enacted the measure by a 70-1 vote on November 26.
The Senate re-enacted the bill with the same changes on Decem-
ber 10 by a vote of 21-5 and the Governor signed the final leglsla-
tive version of A-1275 into law on December 21 1979.
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MEMBERS OF THE COMMISSION

The Commission’s activities have been under the leadership of
Arthur 8. Lane since February, 1979, when he was designated as
- Chairman by Governor Brendan T. Byrune after his appointment
to a second term as Commissioner. The other Commissioners are
John J. Franeis, Jr., Lewis B. Kaden and Henry 8. Patterson, I1.

Mr. Lane, of Harbourton, was initially appointed to the Com-
mission in May, 1977, by the Speaker of the General Assembly, a
post then held by Senator William J. Hamilton of Middlesex. He
was reappointed to the Commission by Senate President Joseph
P. Merlino of Mercer in January, 1979. As Chairman, he succeeded
Joseph H. Rodriguez of Cherry Hill, who had been Chairman since
1973. A former state and federal judge, Mr. Lane hag been a
member of the Princeton law firm of Smith, Stratton, Wise and
Heher since his retirement in 1976 as vice president and general
counsel for Johnson and Johnson of New Brunswick. A graduate
of Princeton University, he was admitted to the New Jersey Bar in
1939 after gaining his law degree at Harvard Law School. He
served in the Navy during World War IT. He became assistant
Mercer County prosecutor in 1947, Mercer County judge in 1956
and U.S. District Court judge in 1960 by appointment of the late
President Kisenhower. Mr. Lane is chairman of the National
Council on Crime and Delinquency. His term as S.C.I. Commis-
sloner expires in June, 1982,

Mr, Francis, of South Orange, is a partner in the Newark law
firm of Shanley and Fisher. From 1961 to 1963 he was an assistant
U.S. attorney and from 1963 to 1965 he was an assistant Fssex
County prosecutor. A graduate of Williams College and the
University of Pennsylvania Law School, he was admitted to the -
New Jersey State Bar in 1960. Mr. Francis, 44, is the son of
former Associate Justice John J. Francis of the New Jersey
Supreme Court. He was appointed to the Commission in February,
1979, by Christopher J. Jackman, Speaker of the (feneral Assembly
of New Jersey. His term expires in December, 1981.

Mr. Kaden, of Perth Amboy, was first aﬁpointed as a Commis-
sioner in July, 1976, by Governor Byrne and reappointed by the
Governor in December, 1978. A graduate of Harvard College and
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Harvard Law School, he was the John Howard Scholar at Cam-
bridge University, England. Until January, 1974, he was a partner
in the law firm of Battle, Fowler, Stokes and Kheel in New York
City. ¥rom 1974 to July, 1976, he was Chief Counsel to Governor
Byrne. Mr. Kaden is Professor of Law at Columbia University and
Director of Columbia University’s Center for Law and Feonomic
Studies. He is active as a labor arbitrator and mediator. Commis-
sioner Kaden’s term expires in December, 1982.

Mr. Patterson, of Princeton, is president and a director of the
Elizabethtown Water Co., chairman of the board of the First
National Bank of Princeton and a director of the Mount Holly
Water Co. and of United Jersey Banks. He is president, director
and executive committee member of the National Association of
Water Companies, member of the American Water Works Associ-
ation and past president of the New Jersey Utilities Association.
He is a former mayor of Prineceton Borough and past president
. of the Middlesex-Somerset-Mercer Regional Study Council. He
was gradmated from Prineeton University and served during
World War II in the U.8. Army. He received his discharge as a
first lieutenant in 1946, He was appointed to the Commission in
February, 1979 by Governor Byrne. His term expires in June,
1981.

15






52:9M-2, The Commission shall have the duty
and power to conduct investigations in con-
naction with:

. . The faithful execution and effective
enforcement of the laws of the state, with
particular reference but not limited to or-
ganized crime and racketeering . . ¥

* Excerpt from S.C.L. Law

ORGANIZED CRIME PROGRAM

» 1979 Update

= Criminal Contempt
Process







ORGANIZED CRIME PROGRAM

1979 UPDATE

Angelo Bruno

The §.C.I continued through 1979 its law-mandated mission of
confronting key organized crime figures. A primary target was
 Angelo Bruno Annaloro, head of the Philadelphia-based crime
family whose influence extends through Central and South Jersey.
Bruno, who had been questioned by the Commisgsion in March, was
requested in early October to appear for further inferrogation
about his underworld activities on October 17. In the interim, his
counsel notified the Commission he had no knowledge of Bruno’s
whereabouts and was unable to contact him. Bruno subsequently
was located and questioning resumed on October 31. However, that
day’s executive session proceeding was interrupted twice when the
Commission was required to obtain back-to-back court orders com-
pelling him to make responsive answers to questions. Brumo next
appeared before the S.C.I. on December 6, 1979, and finally on
March 20. Further litigation over the S.C.L’s subpoena of Bruno
was pending at the time he was shot to death in Philadelphia on
March 21.

Tn-all, Bruno had appeared 15 times for questioning by the S.C.L
since he was originally subpoenaed in August, 1970. Within two
months of hig first appearance, he wag found in Superior Court
to be in civil contempt and ordered to be incarcerated for refusing
to answer questions about organized crime despite being granted
immunity from prosecution. After several brief releases from
prison for medical reasons; he obtained a court-ordered release for
an indefinite period in June, 1973, for more extensive treatment.
By the Spring of 1977, Superior Court ordered Bruno returned
to jail, having ruled that his physical problems had ameliorated to
the point that his freedom from eustody was no longer warranted.
On May 23, 1977, the day before he was to have been reinearcerated
until he purged himself of contempt, his counsel represented to the
court that he intended to respond fo the 8.C.I.’s questions and his
return to jail was stayed. On June 16, 1977, Bruno began a series
of appearances before the Commission, highlighted by his testi-
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mony on August 8, 1977, as a witness at the 8.C.1’s public hearings
on the incursion of organized erime into certain legitimate busi-
nesges on the periphery of legalized casino gambling in Atlantic
City. Despite renewed hufratlon by Bruno’s counsel in 1979, the
Commigsion’s subpoena was in full force and effect at the tlme of
his death,

Simone Rizzo DeCavalcante

Another New Jersey crime figure, Simone Rizzo (Sam the
Plumber) DeCavalcante, also was involved in litigation with the
Commission during 1979. DeCavaleante sought unsuccessfuliy in
trial court to quash an S.C.I. subpoena compelling his eontinued
submission to interrogation and finally logt an appeal from that
setback. Superior Court Appellate Division dismissed constitu- -
tional questions raised by DeCavalcante as “patently without
merit” and, while directing that the Commission bring its inter- -
rogation of him to an early conelusion, observed that the subpoena
served on him “is viable and he is required to comply with orders
to appear at subsequent sessions as directed.”

The Appellate Division’s decision in the DeCavaleante ma,tter
declared in part:

The facls underlying this appeal are basically un-
- disputed. The Commission subpoenaed Mr. DeCaval-
cante on December 29, 1973, wn order to compel his
appearance and testimony on Jonuary 14, 1974. Pur-
suant to oral continuances of the subpoena, Mr.
DeCavalcante has been ordered to appear before the
Commission at least 17 times since then. For various
reasons, including Mr, DeCavalcante’s poor health, the
unavailability of counsel and scheduling problems on
the part of the Commission, Mr. DeCavalcante has
appeared only 7 times.®

Mr. DeCavalcante contends his constitutional rights
to travel, to exercise his right to freedom of movement
and to settle i a place of his own choosing have been
abridged by the Commission’s use of its subpoena
power. Assuming that such constitutional rights exist,
there is no proof in the record before us of any viola-

* At oral argument it was represented that since the hearing in the trial court, \{r
DeCavaleante has appeared at least once more and possibly twice,
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tion thereof. DeCavalcante lives in Florida and has
traveled to New Jersey on many occasions. There is
no suggestion of any impediment to his right to travel
where and when he chooses. He is not on bail and his
passport rights and privileges hove not been abmdged
in any manner by the Commission. This contention is
patently without mertt.

The subject subpoena commanded Mr. DeCaval-
cante to appear and attend on the 17th day of J anuary,
1974 and on any adjourned date thereof. Mr. DeCaval-
cante now contends that the subpoena is nvalid in that
it does not set forth a specified date and tume i COm-
pliance with B.1:9~1 end that the time span over which
the subpoena has remained wn effect constilutes an
abuse of the subpoena power.

* * *

. The subpoena served wpon Mr. DeCavalcante is
viable and he is required to comply with orders to
appear at subsequent sesstons as directed. The issue
is whether the continuances and required appearances
over @ siz-year period constitutes on unreasonable or
oppressive use of the Commission’s subpoena power. . .

The record does mot demonstrate harassment or
oppression. The continuances over the years have
been requested by the Commission, by DeCavalcante
and by counsel. DeCavalcante’s poor health has beer a
factor in the prolonged proceedings. We, therefore,
affirm the order of the trigl judge dismissing the order
to show cause and denying the application to quash
the subpoena.

- Other Confrontations

The 8.C.I. continued during 1979 its executive session serutiny
of ranking members of the DeCavalcante, Bruno and other crime
families whose depredations centered in New Jersey. These indi-
viduals included John Riggi and Louis Larasso of Linden, Michael
(Black Mike) LaFerrara of Linden, Antonio (Tony Bananas)
Caponigro of Short Hills and Joseph Paterno of Miami, formerly

of Paramus.
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In April, 1979, a state Grand Jury indicted John (Johnny D)
DiGilio of Paramus, among others, on loansharking charges.
DiGilio, the subject of earlier 8.C.1. serutiny, was deseribed as the
heir to gaming operations in Hudson County of Joseph (Bayonne
Joe) Zicarelli, also an S.C.I. target. Zicarelli, as previously noted,
is on a continning medical furlough from prison, where he had
been incarcerated for civil contempt for refusing to answer
questions put to him by the Commission.

Carl (Pappy) Ippolito, who reportedly fled New Jersey many
years ago to avoid an S.C.I. subpoena requiring him to testity,
was awaiting trial on a charge of criminal contempt for failing to
appear before the 8.C.I. in May, 1978, He was indicted on that
charge by the State Grand Jury in 1979 after the Division of
Criminal Justice obtained his extradition from Pennsylvania. He
had been living in the Bucks County area in Pennsylvania, across
the Delaware River from Trenton, his former residence.

In connection with its continuous confrontation of high-ranking
members of organized erime, the Commission utilizes: evidence it
obtains to investigate the underworld’s impact on economic and
other facets of life in New Jersey. As a result, the Commission
hag been engaced in several investigations of organized erime
incursions in this state that are approaching completion but
presently remain confidential matters under 8.C.I law.

- CRIMINAL CONTEMPT PROCESS

The enactment in late 1979 of an expanded statute governing
the Commission’s operations gave the agency an important addi-
tional weapon in its fact-finding confrontation of organized erime
figures. This was the utilization of a criminal process against
willful refusal by a witness, upon being granted immunity, to
answer questions or produce evidence required by a subpoena.
BSuch a procedure, which had been recommended in 1975 by the
Governor’s Committee to Kvalnate the S.C.1,, is in addition to the
Commission’s continuing civil eontempt power to eompel testlmony_

from an immunized witness.

The Tvaluation Committee, in addition to its overall endorse:
ment of the Commizsion’s efforts, sought to strengthen the 8.C.L’s
organized erime inquiries in the wake of a decision by the New
Jersey Supreme Court. This decision required the release from
jail of Gerardo Catena on the grounds that his incarceration had
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lost its coercive impact because prolonged confinement had demon-

_strated he would never testify. The decision subsequently led to the
court-ordered release of Ralph (Blackie) Napoli and Louis
(Bobby) Manna after these other high-ranking organized ecrime
figures had been imprisoned for five or more years for ecivil
contempt because they persisted in refusing to testify before the
5.C.I. The Evaluation Committee stressed its concern that the
Catena decision would dilute the S.C.I’s work in an area “of
concern. to all eitizens of the State.” '

On this point the Committee declared:

“Thus the civil process may be defeated by obsti-
nacy, or may be seriously debilitated if vital wii-
nesses choose to litigate the durability of their
recalcitrance. The question whether coercion will
succeed seems to be a matter of prophecy rather than
of fact, and it being held that this matter of prophecy
1S a triable issue, the coercive effect of imprisonment
may be diluted by a hope that some judge will “find”
that coercion will not overcome the reluctant wit-
ness, if not today, then tomorrow, or the next.

“The Catena decision brings to the fore the question
whether the criminal process should be wmwoked to
deal with the public injury which ensues when a wit-
ness thus refuses to obey an order to testify. The
very mission of the 8.C.1. depends wpon an ability to
obtain the facts. It is intolerable that any man may
choose to frustrate an inquiry by government upon &
matter of concern to all the citicens of the State. The
ensuing wrong exceeds the affront to the State when
in litigation of limited moment a witness defies the
State’s authority. Here the public injury which -~

~heres . every contempt is compounded by the fact

that an agency of governmment is impeded or even
finally blocked in a matter of overriding public
CONCErn. .

“We believe a criminal process with appropriaie
sanctions should be available. The existing penallies
for criminal contempt are manifestly inadequate in
the light of the special public hurt involved. We be-
lieve it therefore necessary to provide thot a willful
refusal to obey a lawful order to testify or to adduce
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evidence before the 8.C.I1. shall constitute a high mis-
demeanor, triable of course by jury upon tndictment.
The maximum punishment should be substantial so
that the sentence may reflect the gravity of the par-
ticular off ense.”

The Commission’s renewed enabling statute augments the
agency’s elvil contempt power by also empowering the agency to
pursue a eriminal eontempt course against a defiant witness. Such
defiance under the revised S.C.I. law would be a crime of the
second degree requiring a prison sentence of 7 years and a fine of
$100,000. If the Commission decides to seek a criminal penalfy,
its complaint must be referred to the Attorney General for prose-
cution, since the S.C.L is a fact-finding rather than a prosecutorial
body. The Commission’s new eriminal eontempt power, of course,
also assures established legal and comstitutional protections for
the target of such action. The Commission believes its enlarged
scope will strengthen its confrontation of mob figures who attempt
to thwart the Commission’s civil process by constant legal and
other delaying tacties. - o



52:9M-2. The Commission shall have the duty
and power to conduct investigations in con-
neciion with:

. » . The conduct of public officers and

public employees, and of officers and

employees of public corporations and
- authorities;

. Any matter concerning the publlc
peuce, public safety and public justice .

- Excarpf from 5.C.I Low

THE S.C.L's PUBLIC ACTIVITIES
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THE COMMISSION’S PUBLIC ACTIVITIES

INTRODUCTION /1979 UPDATE
The Commission’s public actions in 1979 included:

* A three-day public hearing in June on the mishandl-
“ing of public insurance programs by certain
county, municipal and other governmental entities.®

e An interim public report on incorrect injury leave
practices which preceded the publie insurance hear-
ing. This report was issued while the publie in-
surance investigation was in its final stages in an
effort to proseribe misgunided procedures that had
already cost county and municipal employees af
least $1 million in incorrect social security and in-
come tax deductions during the five-year period
prior to 1979 from wages paid to these employees in
aecordance with governmental injury leave
policies.** '

* A public report to the Governor and the Legislature
on deficiencies in the handling of sudden death in-
vestigations by law enforcement officials, inclading -
medical examiners.*** S

Interim Insurance Report

" A detailed review of the Commission’s public insurance probe
““and hearing was published separate from-this annual report, in- -
cluding eorrective recommendations the Commisgsion hopes will be
implemented by the Legislature. The interim report, a spinoff from
this inquiry, was published early in 1979 in an effort to bring to an
immediate halt wrongful tax deductions from injury leave wages
paid to public employees and to expedite efforts to assist such

* See Pp. 33-35 of this 11th Annual Report.
#%Gee N. J. State Commission of Investigation “Report and Recommendations on In-
correct Injury Leave Practices in the Counties,” issued in January, 1979,
wik Gee N, J. State Commission of Investigation “Report and Recommendations on the
Investigation of Sudden Deaths,” issued in November, 1979. ‘
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employees recoup their losses before a three-year statute of limita-

tions barred recovery for inappropriate deductions imposed during
1975.

The interim report, in summary, demonstrated that most counties
with injury leave payment policies were ineorreetly deducting social
security and income taxes from wages paid to employees pursuant
to these policies. Tn addition, it was found that these counties also
were contributing such taxes as employers even though they were
not required to do so. In connection with workers’ compensation
insurance, the Commission criticized unnecessary administrative
costs that were antomatically becoming a part of annual workers’ ~
compensation premiums in the counties. Another finding was that -
Burlington County and the Tssex County Welfare Board were
illegally allowing employees to receive and keep both workers’
compensation and injury leave checks. '

As a result of the interim report’s recommendations, inappro-
priate tax deductions were largely halted, efforts were made at
both the state and eounty levels to assist workers in Tecouping
losses from such deductions, the illegal double-check practice was
discontinued in Burlington and Essex and a legislative effort began
to amend state law to climinate needless administrative costs of
workers’ compensation programs in all counties.

Sudden Death Invest; gations -

In its 175-page critique of sudden death investigations, the Com- -
mission’s proposed reforms emphasized the need to replace New
Jersey’s present 21 county medical examiners by a more pro-
fessionally qualified regional system utilizing forensic pathologists
as regional medical examiners. The Commission’s inquiry demon-
strated that a professionally adequate medical examiner function
was a key element of law enforecement performanece in sudden death
cases. The Commission also recognized the necessity for improving
the effectiveness of county prosecutor staffs and municipal police,
particularly to achieve a more coordinated investigative relation-
ship with qualified medical examiners than now exists.

The Commission recommended that the State Medical Fxaminer
be empowered to establish and direct a statewide regional medical
examiner system of at least three multi-county offices, one of which
would be operated in conjunction with the state office at the develop-
ing New Jersey Institute of Forensic Science in Newark. Each
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regional office would be directed by a forensic pathologist with a
trained fulltime staff and facilities adequate for the size and type
of region established. The cost to the state of these regional offices
would be offset annually by participating counties to the extent
of their county medical examiner expenditures for the year 1979.
In addition, the Commission recommended that county prosecutors
establish with mmunicipal police departments coordinating pro-
cedures that would include pre-qualification by a prosecutor of
certain municipal departments as capable of conducting initial
sudden death investigations. Such pre-qualified muniecipal police
departments would assume control of death probes until develop-
ments required intervention by a prosecutor; in all other cases,
eounty prosecutors would assume immediate eontrol of death in-
_quiries in liaison with the appropriate regional medical examiner.
Stiffer performance requirements for municipal police were recom-
mended, including ecompletion of police traiving programs before
undertaking police duties, special qualification standards for
honucui[e, namotlcs and other specialized 1nveqt1gat10ns and con-
tinuous in-serviece training.

LEGISLATIVE LIAISON

1. Incursion of Organized Crime Info Certain Legitimate Busi-
nesses in Atlantic City™®

In January, 1979, Senator Steven P. Perskie, D-Atlantic, in-
- troduced two bills designed to impede attempts by organized erime
to penetrate the cigarette vending and aleoholic beverage busi-
nesses. Such infiliration had been confirmed by an extensive in-
vestlgatmn bV the 8.C.I. and by four days of publie hea,rmg
testimony.** _

The measures sponsored by Senator Perskie were:

e S.3008, to strengthen the statutory reguirements =
for licensure of individuals and entities in the ciga-
' rette business by the State Division of Taxation, in-
cluding stringent disqualification ecriteria to bar
further incursion by organized crime elements.

* S-3010, to similarly strengthen the requirements
for licensure in the liquor business by the Aleoholie
Beverage Control Commigsion.

¥ See N. J. State Commission of Investigation Report, issued December, 1979.
*% See N, J. State Commission of Investigation Sth Annual Report for 1{977.
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After considerable review and revision by the Senate Law, Public
Safety and Defense Committee, S-3008 was approved by the Senate
by a vote of 31-0 on May 7, 1979, The bill was further reviewed
and amended by the Assembly Judiciary Committee aid was
approved by the Assembly without a dissenting vote on January
3, 1980. The Senate concurred in the Assembly’s amendments and
5-3008 was subsequently signed into law by the Governor. During
the progress of this bill through the Legislature, S.C.I. officials
attended numerous Senate and Assembly committee conferences on
its structure and joined in geveral revisions to make it an effective
and specific barrier against infiltration of the cigarette mdustry by
members of owamzed crime. :

' Sena’rm Perskie’s 8-3010, to strengthen liquor industry licensure
requirements, was approved by the Senate along with its companion
bill 8-3008. However, certain provigions of S-SOIO were guestioned
during the Assembly Judiciary Committee’s review . and the
measure died with the 1978-79. legislative session., The S.C.I. has
urged enactment of a bill s:.mﬂar to S-3010 during ‘the 1980 81
legislative session.

2. Abuses in the Boarding Home Industry®

" After issuing a report and recommendations on serious irregu-
larities in this industry in November, 1978, the Commission
participated in a series of discussions on boarding home problems
conduneted by the Senate Instifutions, Health and Welfare Com-
mittee. This committee’s work resulted in the introduction in
I‘ebmary, 1979, of S-3111, a bill entitled “The Rooming and Board-
ing Home Act of 1979.” The primary sponsor of this legislation
was Senator Anthony Secardino, Jr., the committee chairman,
S-3111 gained approval of the Senate and Assembly later in 1979
and was eventually signed into law. Although the law excludes an
S.C.L proposal that re(rula,tory responsﬂolhty for all facefs of the
industry except rate-making be centered in the Department of
© Human Services rather tha,n remain fragmented among three de-
partments, the measure had the endorsement of the Commission
as a progressive step toward safeguarding the 40,000 mostly
elderly and infirm individuals Who are “trapped” in boarding
Louse facilities.

* See N. J. State Commission Report on “Abuses and Irregularities in New Jersey's.
Boardzng Home Industry, November, 1978.
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3. Violations of the Absentee Ballot Law™

Both during and after the Commission’s investigation and publie
hearings into official abuse and misuse of the Absentee Ballot Law,
constant communication was maintained with legislative and execu-
tive officials on the problem of statutory reforms. The task of clos-
ing election law loopholes to further improprieties was particularly
difficult because of the necessity to make required changes that
would not infringe on the constitutional privilege of all eligible
voters to cast a secret ballot for candidates of their choice. ‘A series
of law amendments were drafted after discussions with legislators, -
. with affected law enforcement entities and with Secretary of State
Donald Lan. The Commission believes that the unity of purpose
and effort by New Jersey’s law enforcement community and the
Legislature behind pending Absentee Ballot Law reforms will
speed their enactment and guarantee their effective implementation.

* See N. J. State Comrnission of Investigation 10th Annual Report for 1973.
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52:9M-3. At the direction of the Governor or
by concurrent resolution of the Legislature the
Commission shall conduct investigations and
otherwise assist in connection with:

- . . The making of recommendations by
the Governor 1o the Legislature with respect
to changes in or additions to existing pro-
visions of law required for the more effec-
tive enforcement of the law; :

. . . The Legislature’s consideration of
changes in or additions to existing pro-
visions of law required for the more effec-
tive administration and enforcement of the
law . . ¥

57:9M-4. At the direction or request of the .

Legislature, of the Governor or of the head of
any department, board, bureau, commission,
authority or other ogency created by the
State, or to which the State is a party, the
Commission shall investigafe the manage-
ment or affairs of any such department,
board, bureau, commission, authority or other
agency . . .*

* Excerpts from S.C.I. Law

THE GOVERNOR’S REQUESTS

* HFA Investigation
* Truckers’ Allegations







THE GOVERNOR'’S REQUESTS

NEw JERSEY HOUSING FINANCE AGENCY

Under its enabling statute the 8.C.1. is 1eq111red at the direction
of the Governor or of the Legislature, to condunct investigations in
connection with possible changes in existing law to achieve more
offeotive administration and enforcement. During 1979, the Com-
mission undertook two separate investigations at the request of
Governor Byrne.

On February 27, 1979, the Governor asked the 8.C.L to investi-
gate the New Jersey Housmcr Finance Agency (H.F.A.). This
request was made by letter to Arthur S. Lane, the Commission’s
chairman, as follows:

Recent allegations about the management practices
of the New Jersey Housing Finance Agency have been
colled to my attention. The services performed by that
Agency are of great zmpoa’taﬂce to the people of our
State and public confidence in its capability and in-
tegrity is essemital. Accordingly, after consuliation
with the members of that Agency, I hereby request
that the State Commission of Investigation underlake,
pursuant to N.J.S.A. 52:9M—4, a formal, prompt and
comprehe%si@e investigation of the New Jersey Hous-
mg Finance dgency.

T have been advised by Treasurer Goldman that the
Agency’s high credit rating could be eroded by un-
amswered ollegations of mismanagement. 4 thorough
and dispositive mvestigation of the Agency’s conduct
would serve to comfort bond investors amd, at the
same time, facilitate future Agency financings.

Needless to say, the Board and the Adgency will co-
operate in every way possible with such an investiga-
tion. I look forward to your cooperation and your
review.

The Commission immediately launched an extensive review of
H.F.A. project files and of the activities of officers and staff with
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respect to these files (except for two projects that had been
under inquiry by Attorney General John J. Degnan and U.S.
Attorney Robert J. DelTufo). The Commission has been cooperat-
mg with state and federal law enforcement agencies in their
mqulrles In addition, the Commission hag assessed the operations
of agencies similar to New Jersey’s ILF.A. in other states, includ-
ing Pennsylva.ma, Connecticut, Massachusetts and Mmhwan These
assessments will provide comparatwe data for the S.C. I s forth-
coming recommendations to improve the operation and assure the
integrity of this state’s HL.FLA. The Commission may conduct
public hearings highlighting the inadeqnacies of the H.F.A., and
will submit a full report on its findings.

INDEPENDENT TRUCKERS’ ALLEGATIONS

" On July 5, 1979, Governor Byrne informed the Commission that
he received allegations from independent truckers of guestionable
unloading practices at truck terminals. He directed the S.C.L to
investigate these allegations in this letter to Chairman Lane:

At a recent meeting held in my office with repre-
sentatives of the Independent Truckers Association,
allegations were made of certain questionable unload-
wng fees being imposed on truckers at truck loading
docks. Those allegations included references fo re-
guirements of a cash fee for unloading being requested
by the gate guards in the dock areas; if payment was
not made by the truckers, their trucks were placed on .
side lines and other tmcks were routed in fm'nt of
them for speedy unloading.

I believe that this is a matter warranting fmvesta-
gation by the State Commission of Investigation and,
accordingly, pursuant to my authority under N.J.S. 4.
52:9M-3, I ask ond direct you to imwvestigate this
matter.

Attached is a list of the three representatives from
the Independent Truckers Association who met with
me. My Chief of Staff, Robert E. Mulcahy, II1, was
present at this meeting and can onswer any speczﬁo
questions you may have,

A report on the Commission’s 1nq111ry into the truckers’ allega-
tions cited:by the Governor was in process as this annual report
wag printed. ‘
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52:9M-5. Upen request of the Attorney Gen-
eral, a county prosecutor or any other law
enfarcement official, the Commission shall co-
operate with, advise and assist them in the
performance of their official . . . duties.*

52:9M-6. The Commission shall cooperate with
depariments and officers of the United States
Government in the investigaiion of viclations
of the Federal laws within this state.*

52:9M-7. The Commission shall examine into
matters relating to law enforcement extend-
ing across the boundaries of the siate into
other states; and may consult and exchange
information with officers and agencies of other
states with respect-to law enforcement prob-
[ems of mutual concern . . .*

52:9M-8. Whenever the Commission or any
employee obtains any information or evidence
of a reasonable possibility of criminal wrong-
"~ doing . . . the information or evidence of such
crime or misconduct shall be called to the
attention of the Atiorney General as soon as
practicable, unless the Commission shall .
determine that special circumstances exist
which require the de[cy in trqnsml‘rful of the
information or evidence .

* Excerpis from S.C.L Law

LAW ENFORCEMENT LIAISON

»

Attorney General
County Prosecutors
Reference of Evidence
Interstate Cooperation

National Organization of
Investigatory Commissions







LAW ENFORCEMENT LIAISON

INTRODUCTION

The Commission continued during 1979 to respond to its statu-
tory mandate to advise, assist and otherwise cooperate with other
law enforcement agencies “in the performance of their officia:
powers and duties.”

- The Commission last year recorded 101 requests for various
types of assistance from county, state and federal law enforcement
agencies in New Jersey and from such agencies in the states of
Cahforma, Delaware, Nevada, Florida, New York and Maryland.

Complying with these requests, according to data recorded by
Commission staff, required a total of 565 hours, or more than
23 working days. Scores of additional time-consuming contacts by
and with the Commission were not included in the record becanse
of the highly confidential nature of such discussions with various
agencies and officials. This liaison effort was mutually beneficial
and was reciprocated in a unstinting manner by the Attorney
General’s department, including the Divisions of Criminal Justice
and State Police, and by all other law enforcement agencies in-
volved in these contacts.

LiA1SON WITH THE ATTORNEY GENERAL

As indieated, the Commission’s liaison with Attorney General
John J. Degnan and various components of his Department of
Law and Public Safety was of a pa,rtlcularly coustant nature. In
fact, there were literally scores of occasions requiring communi-
- cation by the Commission with the Attorney General or his staff
and by his department with the Commission that, because of
confidential restrictions, could not be included in the Commission’s
statistical records of law enforcement contacts maintained by
S.C.1 special agents and agents/accountants in the performance
of their da.y~to—day duties.

An example of the effectiveness of this type of law enforcement
haison was the Commission’s investigation and publie hearings in
1978 of the misuse of the Absentee Ballot Law.* This inquiry was
: ¥See N. J. State Commission of Investigation I0th Annual Report for 1978. .
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launched as a cooperative effort with state and county prosecu-
torial officials, particularly with the Attorney General’s Criminal
Justice Division, after they finally determined that the law was so
inadequate as to almost completely thwart every attempt to prose-
cute alleged violators of the absentee voting process. It was con-

. eeded at the outset of the Commission’s probe that the Absentee

Voting Law’s contradictions, restrictions and ambiguities would
continue to defy even the most vigorous enforcement. According to
testimony by Criminal Justice Director Edwin H. Stier, “after a
very careful analysis of the information that we had and the
number of alternatives available to us,” the Attorney General
decided that “the most important vehicle for translating the
information which we had found into action toward reform
would be to assist the S.C.I in its efforts and to bring about
gpecific proposals in that way, and public awareness of the serious-
ness of the problem in the hope that the gaps in the law that we
have been experiencing and laboring under will be closed.”

A productive sharing of investigatory files and tasks marked
the entire probe. Public hearings in late 1978 confirmed drama-
tically how local politicians coerced voters to advanee their own
personal and partisan ambitions, how absentee ballots were dis-
tributed, collected and cast illegally, and how forgery was employed
to sign and alter ballots. '

This same extensive law enforcement cooperation marked the
discussions throughout 1979 of proposed Absentee Ballot Law
revisions.

LisisoN WiTH COUNTY PROSECUTORS

At the conclusion of its investigation of absentee ballot abuses,
the Commission publicly acknowledged the cooperation of affected
county prosecutors, as well as that of the Attorney General’s
office. The Commission tak&pride in its increasingly close relation-
ship with all of New Jersey’s 21 county prosecutors and their
staffs that began with active investigative associations some years
ago in Atlantie, Burlington, Camden, Essex, Hudson, Passaiec and
Union counties. By 1979, this linkage between prosecutors and the
S.C.I. had been extended fo every county and is being constantly
reaffirmed as proseeutorial changes oceur in the various counties.

Particularly with regard to organized erime inquiries, the Com-
mission realizes that the office of the county proseentor is offen
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.the most accurate and complete repository of information regard-
ing organized eriminal aetivity within each jurisdietion. Coopera-
tive sharing of information and expertise has been an important
factor in the Commission’s various activities while aiding these
local offices with particular regard to priority and approach.
Communication and cooperation with the 21 eounty prosecutors
and their staffs, additionally, have enhanced the Commission’s
understanding of the level of the statewide organized crime
problem. - :

 REFERENCE OF EVIDENCE

As required by its enabling statute, the Commission during the
course of its various inquiries refers matters to other agencies
for investigation and prosecution. Several such referrals oceurred
during 1979 which resulted in ongoing investigations. These cannot
be commented on at this time. Subsequent to the Commission’s
investigation of the insurance procedures of public entities in the
state, however, certain referrals to various governmental entities
were made public by those entities. Those particular cases are
- discussed below. '

1979 REFERRALS

North Bergen Township Clerk Joseph Mocco, Jr.

On Augnst 10, pursuant to a resolution of the Commission, the
S.C.L’s Kixecutive Director wrote to Mayor Anthony DiVineent of
North Bergen concerning the dual role played by Township. Clerk
Moceo in obtaining municipal insurance coverage. That letter
stated, in part: :

- ““Having examined the record of the insurance in-
vestigation, the Commission has decided that there is
cause for the removal of Mr. Mocco from his position
- of Township Clerk for misconduct and we refer the
evidence of such misconduct since you are the public

- officer having the authority to act. -

“The situation which came to light in the public
hearing relates to Mr. Mocco’s dual role as Township
COlerk with the responsibility for insurance placement
on the one hand and Insurance Broker recewing com-
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missions for municipal insurances on the other. It was
found thot the coverage which was obtained by Mr.

" Mocco was so lacking wm many respects, additionally,
that the township was left uninsured for certain perils.
With regard to the pertinent facts which should be
reviewed by you, I have enclosed the emtire public
hearing record from the relevant portion of public
hearings held on June 19, 20 and 21,1979.”

Just prior to the Commission’s public hearing on North Bergen
insurance irregularities, Clerk Mocco was suspended from office
after an election in which the Mocco regime in that community
was defeated. A hearing of charges against Mocco was instituted
that did not conclude until December. Based on the recommenda-
tions of retired Superior Court Judge George B. Gelman, who
presided over the Mocco hearing, Mayor DiVincent fired Mocco
as township clerk on January 15, 1980. The 8.C.1.’s investigative
findings of conflicts and other improprieties in the handling of
North Bergen insurance by Moceo were a highlight of the testi-
mony recorded af the hearing.

Hudson County Purchasing Agent Warren Fubro

On August 2nd, as authorized by a resolntion of the Commission,
the 8.0.1’s Deputy Director notified the County of Hudson that
a portion of the public insurance hearing held by the Commission
involved the fact that Mr. Fubro had recommended to the Board
of Freeholders that the T.C. Moffatt Agency be awarded a confract
for county insurance coverage and that Mr. Fuhro’s personal auto-
mobile liahility premiums had heen charged to Kearny Realty, Ine.
It was pointed out by the Commission in its referral that Mr.
Fuhro had contended under oath that he paid eash for his insurance
coverage to the Moffatt Agency but his testimony was denied by
G. Fred Hockenjos, a principal in the agency. This rebuttal by
" Mr. Hockenjos was verified by bookkeeping records of the Moffatt

Ageney. _

According to Hudson County Counsel Francis T. Morley, the
Fuhro matter was referred to the Attorney General’s: Criminal
. Justice Division by the County Prosecufor’s office.

The Town of Kearny and Frank Arilotta

Pursuant to a resolution of the Commission, the S:CI staff
communicated with David C. Rowlands, Mayor of Kearny, con-
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cerning evidence recorded at public hearings pertaining to United
Agencies, Inc., and its relationship with the Kearny insurance
director, F'rank Arilotta.

The Commission’s communication noted that, in addition to
unadvertised commissions of approximately $20,000 annually,
United Agencies received an additional $80,000 ‘‘service fee’’
which was paid by the town. The Commission’s hearing disclosed
that Mr. Arilotta shared in a portion of these fees under an agree-
ment with one of the salesmen for United Agencies, Ine. The
Commission recommended that Mr. Arilotta’s employment as the
town’s imnsurance director be rescinded immediately. The Com-
~ mission also suggested that Mr. Arilotta’s relationship with the
town as an insurance broker also be rescinded.

Mr. Arilofta resigned as insurance director and early in 1980
Kearny replaced the United Agencies’ contract with another in-
surance account devoid of any ‘“serviece’’ fees.

INTERSTATE COOPERATION

The Commission is a member of various interstate organizations
of a formal and informal nature which relate to its work and
continnes to cooperate through these organizations with repre-
senfatives of other states on matters of mutual concern. Addi-
tionally, the Commission received in excess of one hundred requests
for assistance on investigations from various law enforcement
agencies throughout the nation. The Commission, in fulfillment
of its statutory duty and its recognition of the importance of co-
operation among the states in areas such as organized crime,
fulfilled these requests quickly and efficiently. Additionally, the
Commission itself has requested assistance from varions other
states on matters of mutual concern with particular relevance to
" organized crime and racketeering. -

One particular project in which the Commission was involved
wag the investigation by the Pemnsylvania Crime Commission of
organized crime infiltration into the pizza industry in Pennsylvania.
Because the supply lines of the industry in certain important
respects commenced in New Jersey, the Commission’s investigatory
and accounting staff was utilized in cooperation with the Penn-
sylvania Commission to pinpoint that portion of the infiltration
which was initiated in New Jersey. Additionally, becanse of prior
work of the S.C.I in its Atlantic City investigation in 1977 and its
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familiarity with various facets of organized crime that are active -
in the retail markets of New Jersey and Pennsylvania, the New
Jersey commission engaged in a cooperative exchange of informa-
tion concerning these and other individuals with the Pennsylvania
commission. In its final report on the pizza industry, the Penn-
sylvania Crime Commission publicly commended the New Jersey
S.C.L for its cooperation and assistance.

NATIONAL ORGANIZATION OF INVESTIGATORY COMMISSIONS

- The S.C.1. continued its membership and aetivities in the Nation-
al Organization of Investigatory Commissions (NQIC) during 1979.
NOIC was created in Princeton in 1978 when the New Jersey S.C.I
called five other similar Commissions into econclave to consider the
concept of a national group.

The Hawaii Commission on Crime joined NOIC in 1879. The
Hawaii ecommission, ereated in 1978, has the primary purpose of
inquiring into various aspects of organized erime in the state and
keeping the public informed about the workings of organized crime.

Pursuant to NOTIC’s constitution, one of its principal functions
is to promote the concept of investigatory commissions for other
states. In line with views expressed by NOT(’s president, Michael

R. Siavage, executive director of the New Jersey S.C.I., NOIC dur-
- ing 1979 corresponded with the legislative and executive leaders of
43 states with regard to creating an S.C.L-type state agency,

Consideration of the concept is under way in several states and
many other State officials have asked NOIC for information and
further assistance in their studies of such actions.
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52:9M-9. The Commission shall be authorized
to appoint and employ and ot pleasure re-
move an Executive Director, Counsel, Investi-
gators, Accountanis, and such other persons
as it may deem necessary, without regard fo
Civil Service; and to determine their duties
" and fix their salaries or compensation within
the amounts appropriated therefor. Investiga-
tors and accountants appointed by the Com-
mission shall be and have all the powers of
peace officers.*

* Excerpt from S.C.1, Law

COMMISSION STAFF

+ Performance,
Self-improvement

vi



L. . B . - . ‘



COMMISSION ST AFF

STAFF PERFORMANCE

The Commission’s staff daring 1979 consisted of 33 individuals,
including five lawyers, five accountants and 14 special agents.
As in previous years, the staff continued to expand its professional
caliber by attending various law enforcement seminars and con-
ferences and accredited edueational courses related to their work.

In addition to enrolling for appropriate lectures sponsored by
the Institute for Continuing Legal Fducation, 8.C.L lawyers
accepted invitations to speak or conduet panel discussions at pro-
fessional meetings and before citizen groups. One attorney, for
example, participated in a televised town meeting program on
crime, spoke at an organized erime econference in Atlantie City and
_ made the welcoming address to a regional conference of law enforce-
ment intelligence experts. Another lawyer participated in an
organized erime institute at Cornell University in Ithaca, N.Y., and
in organized crime panel discussions before the National Associa-
tion of Attorneys General in Atlanta, Ga. Two other attorneys
attended similar seminars in Chicago, one of whom also attended
a National Prosecutors’ Association program in Chicago on the nse
of computers in the investigation of economiec crimes. All of the
Commission’s counsel have had trial or investigative experience in
actions against organized erime. One came to the agency after
serving as an assistant county prosecutor. '

The Commission’s aceountants not only kept abreast of advances
~ in their field but also shared their Imowledge and experience with
numerous other law enforcement agencies. The chief S.C.L account-
ant, for example, addressed the State Police Training Academy in

Sea Girt twice during the year on the subject of corporate financial

investigations. He also reviewed specific problems in connection
with such corporate inguiries before agents of the New Jersey
Aleoholic Beverage Control Commission and hag lectured on the
role of accountants as expert witnesses and as “financial detectives”
working with organized crime investigative teams. He and other
staff accountants continued a longstanding practice of enrolling in
various edueational programs sponsored by the New York State
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Society of Certified Public Aecountants and other special account-
ing courses on topies related to their duties. Two of the S.C.I°s
accountants came from the U.S. Internal Revenue Service’s mvesti- -
gative ranks.

Special courses and seminars on white collar erime, government
corruption, organized crime and other law enforecement problems
are also attended periodically by the Commission’s special agents.
In addition, the wide-ranging professional background of these
. agents has been particularly helpful in the suecessful completion
of the Commission’s unusually varied investigations. Collectively,
this background includes previous careers or tours of duty with
the U.S. Justice Department, the U.S. Senate’s organized erime
investigations, the Federal Bureau of Investigation, the State
Police, various county prosecutor’s offices, the Pennsylvania Crime
Commission, many municipal police departments, the NY-NJ
Waterfront Commission, a county sheriff’s department, and the
Military Police. One or another of the special agents periodically
presides at regularly scheduled meetings of delegates from approxi-
mately 40 federal, state, county and municipal law enforcement
agencies from a five-state area. These meetings are designed to
develop closer investigative liaison and to review law enforcement
matters of mutual concern. '

In addition, all staff members with supervisory obligations have
attended in-house training courses in managerial responsibilities
and presently are completing a program in employer-employee com- _
munications.
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52:9M-10. The Commission shall make an
annual report to the Governor and Legislature
* which shall include its recommendations. The
Commission shall make such further interim

reparis to the Governor and legislature, or

either thereof, as it shall deem advisable, or
as shall be required by the Governor or by
concurrent resofution of the legislafure,*

52:9M-11. By such means and to such extent
as it shall deem appropriate, the Commission
shall keep the public informed as to the
operations of organized crime, problems of
law enforcement . . . and other activities of
the Commission.*

* Excerpis from S.C.I. Law

LIAISON WITH THE PUBLIC
* Public Reports
= Citizen Assistance
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LIAISON WITH THE PUBLIC

Pusric REPORTS

Since its inception the Commission has held a total of 21 public
hearings on various law enforecement problems. These hearings
were conducted in accordance with the Commission’s statutory
mandate to publicly demonstrate wrongdoing uncovered by fact-
finding investigations. Kach of these hearings was followed by a
public report to the Governor and the Legislature summarizing
investigative findings, reviewing hearing testimony and recom-
mending legislative and regulatory reforms. Many of these recom-
mendations were implemented, as detailed in a summary of major
investigations in the Appendices Section of this annual report.
In addition, the Commission since 1969 also issned 11 public reports
on investigations which did not warrant a public hearing procedure.

A brief listing of these 32 public actions by the 8.C.I. during
the past decade illustrates the wide-ranging variety of allegations
and complaints that, by formal authorization of the Commission,
were subjected to the traditional process of probes, hearings and
public disclosure. In the organized crime field, the Commission’s
continuing confrontation of high-ranking mob figures was high-
lighted by public hearings and reports on organized erime influence
in Long Branch and Monmouth County (1970), organized erime
activities in Ocean County (1972), narcoties trafficking (1973), and
infiltration of legitimate businesses in Aflantic City (1977). In
addition, investigations in other law enforcement areas that were
subjected to both public hearings and reports included: State
~ cleaning services’ abuses (1970), state building serviee contractual
irregularities (1970), Hudson County Mosquito Commission cor-
ruption (1970), Jersey City waterfront land frauds (1971), workers
compensation misconduct (1973), misuse of surplus federal prop-
orty (1973), pseudo-charity solicitations (1974), Lindenwold
borough corruption (1974), medicaid-clinical labs (1975), Middle-
sex land deals (1976), prison furlough abuses (1976), medicaid
nursing home schemes (1976), improper conduet by private schools
for handicapped children (1978), absentee ballot law transgressions
(1978) and mishandling of public insurance programs (1979).

Further, although no public hearings ensued, eritical public reports
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and corrective recommendations followed the Commission’s in-
vestigations of the garbage industry (1970), an Atlantic County
embezzlement (1971), Stockton College land deals (1972), the
Attorney General’s office (1973), Middlesex bank fraud (1973),
conflicts of interest on the Delaware River Port Authority (1974),
medicaid nursing home cost reimbursements (1975), medicaid
“mills”’ (1976), casino control law problems (1977), medicaid
hospital problems (1977) and wrongful tax deduetions from public
employees’ injury leave wages (1979).

As this annual report went to the printer, the Commission was
in the process of bringing three investigations to the public heamng
stage.

CITIZENS ASSISTANCE

As in past years, hardly a week passed in 1979 that the Com-
mission did not receive requests for investigative action, assistance
or advice from citizens of New Jersey, Commission records indicate
more than 150 such citizen contacts, mostly for the purpose of filing
complaints about law enforcement and other problems affectmrr
them or their communities. The Commission staff’s diseussions and
reviews of such citizen complaints required an average of more
than a half-hour per contact.
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- APPENDIX I

RESUME OF THE COMMISSION’S
MAJOR INVESTIGATIONS

. This is o summary of the Commission’s major -
- pestigations undertaken since Jume, 1969, when the
S.C.I, became staffed and operational. In describing
- them as major imwvestigations; it is meant that they re-
qutired considerable time and effort and, where appro-
priate, resulted in o public hearing or a public report.
- Since these inquiries have beem discussed fully in
separate reports or im previous annual reporis or
©in sections of this report, only a brief statement about
each — wncluding subsequent results —is set forth.

1 ORGANIZED CRIME CONFRGNTATIONS*

Smce the summer of 1969, the Com:rmssmn has been issuing
' subpoenas for the appearance and testimony of individuals identi-
fied by law enforcement authorities as leaders or members of
organized crime families operating in New Jersey. This program
has been part of the Commission’s continuous effort to increase
the storehouse of intelligence, mutually shared with law enforce-

ment agencies, about the status, modes and patterns of underworld
operations in this state. However, the need to penetrate the so-
called ““Oath of Silence’’, behind which organized crime figures
~ try to hide, has required the Commission to ut111ze every constitu-
tional weapon at its disposal. One of these important anti-crime
tools is the power o grant immunity, following procedures that
are in striet accord with the protections laid down by law and the
judiciary. The Commission believes that, onee witnesses have been
granted immunity against the use of their testimony or any leads
derived from such testimony, a proper balance has been struck
between protecting individual rights and the responsibility of the
state to safeguard the pubhc by 1earmng as mueh as possﬂ:ule about

*See New Jersey State Comm:sston of Investtgation Annual Reports for 1970 1971
<1972, 1973, 1974, 1975, 1976, 1977 and 1978. ' See alst Pp. 17-22 of this Annual Report
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the plans and strategies of the underworld. This philosophy and
approach have been approved by the highest state and federal
courts.

% K& part-of this program of confrontation, nine organized crime
figures who were served with subpownas elected to undergo extended
periods of eourt-ordered 1mpr1sonment for civil contempt for re-
fusmg 1o angwer 8.C.I questions. " In addition, certain organized -
crime figures remdin under S.C.I. subpeena for either continuing
or future testimony, ineluding Simone Rizzo (Sam the Plumber)
DeCava,leante, Carl (Pappy) Ippolito and Joseph Paterno. Among
the miany organized erime figures known to have fled New Jersey
inan-effort to avoid being served with 8.C.L subpenas are Anthony
(Tumac) Acceturo 6f megston, Fmilio .(The Count) Delio and
Paternio of Newark, Joseph (Demus) Covello of Belleville, John
(Johniy D). Dl(}lho -of Paramus, Tino Fiumara of Wyekoff John
(Johnny Keves) Simone of Lawrence Township, and-Tppolito. The
attempt by a number of these to seek alternate places of residence,
primarily in South Florida, has been interrupted from time to time
- by federal .and. state indictments charging various ecriminal
violations.

As indicated above, nine organized crime figures have chosen
to spend prolonged periods of court-mandated incarcerafion on
civil eontempt grounds beoa,use they refused to testlfy before the

Of these nine, four gained release from jail only after agreeing
to-testify before the Commission, These four were Angelo Bruno,
Nicodemo (Lrttle Nicky) Scarfo, Anthony (Little Pussy) Russo
(murdered in Long Branch in Aprll 1979} and Nicholas Russo:
A fifth, Gerardo-Catena, who had been imprisoned in March, 1970,
was ordered releagsed in 1975 by the New Jersey. State Supreme‘
Court, which ruled. that imprigonment had lost its coercive. effect
because hé-Had demonstrated a resolve never to testify. Similarly,
two ‘others, Ralph {Blackie) Napoli and T.ouis (Bobby) Manna,
subseqiently gained release after long periods of incarceration.
An elghth John " (Johnny Coea Cola) Lardiere, who had heen
- jailed'since 1971 for refusing to testify before the S.C.L, was shot .
to-death in 1977 while on a court-ordered anter furlough Thie'
nitnth, Joseph (Bayonne J oe) Zroarelh, is on. temporary medlca,lj
furlough from Jall ‘ : .

New J ereey 's former Attorney General I_-Iyland Who was the-
agency s first ohalrman has observed: -*‘. ... much has already
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been done to eliminate —-or at least to Weaken — organized erime.
Much of the credit for that success belongs to the S.C.I. for its
efforts in seeking testimony from alleged organized erime figures
and for focusing the spotlight on, and thus alerting the pubhc to,
the problems assoclated Wlth orgamzed crlme ?

THE GARBAGE INDUSTRY*

The Levlsla.ture in 1969 passed a 1esolut1on requestmc-' the‘-
COm:rmssmn to mvest]oate the garbage industry and make recom-
mendations for possﬂo}e correctlve actwn -at the state level. An
investigation was subsequently undertaken by the S.C.L of eertain
practices and procedures in that industry. The investigation ended
with two weeks of private hearings, concluding in September, 1969.

A principal finding of the Commission was that soine garbage
wndustry trade associations discouraged competition, encouraged
collusive bidding, and preserved allocations of customers on a
territorial basis. Unless the wvice of customer allocation was
curbed by the state, the Commission concluded, many mumazpalztws
would continue fo be faced with the pmblem of f:ecewmg o*nly one
bzd for waste collection. - . o ,

" The Commission recommended Zeg@slatwe actw'n leadwg to 3
statewm’e approdch to:regulating. and- policing of the garbage
indusiry. Specific recommendations were: Prohibit customer
territorial allocation, price fizing and collusive bidding; provide
for licensing by the state (to the ewclusion of mumnicipal licenses)
of all waste collectors in New Jersey, and prohibit discrimination
in the use of privately owned waste disposal areas. State regula-
tion of the industry eventually was enacted by the Legzslatum

' 3 ORGANIZED CRIME IN MONMOUTH COUNTY**

’.I.‘he sea,shore city of - Long Branch was in the late 1960s the
tarcret of charges and disclosures about the influence of organized
erime. ‘One charge was that an organized erime figure, Anthony
(Little Pussy) Russo, controlled the mayor .and the city couneil,
Official reports mdlcated mob ﬁgul es were opera,tmg in an atmo-

* See New Jersey State Comrn:ssmn of Investigation, A Report Relatmg to. the Garbage.
- Industry, October 7, 1969, .

#* See New Jersey State Commlssmn of Investxgatlon 1970 Annual Report 1ssued
‘- February,. 1971, .
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sphére relatively secure from law enforeement. The Commission
began an 1nvest1gat10n in May, 1969, that culminated with publie
hearmgs in early 1970. Among the dlsclosures were:

" That a Long Branch city manager was ousted from h1s job- by
the city councﬂ after he began taking counter-action against
organized crime’s influence; that Russo offered to get the city
manager’s job back for that same person if he would close his-eyes
to underworld influences and act as a front for the mob; that
1mpend1ng police raids-on gambling establishments were bemw
Ieaked in time to prevent arrests desplte the anti-gambling efforts-
of an honest police chief who died in 1968, and that the next pohee
chief lacked the integrity and desire-to 1nvest10~ate orgamzed crime
and stem its influence. _ : : ,

- After the hemmgs the wrespom@,ble polzce chief reszgned cmd'
the electorate voted in a new: administration. =

“The Asbury Park Press commented editorially that the Commzs-
sion’s heorings did more good tham four previous grand jury
investigations. Also, the Commission’s special agents developed
detailed fiseal mformatzon and records relating to corporations
formeal by Russo, information which was used by federal authori-
ties in obtaining a 1971 indictment of Russo on a charge of failure
to file- corporate income: tux returns. - He pleaded gwilty to that
charge and frecewed a- three-year Prison sentenoe - Russo was

mardered in 1979. ~ ,

- The Long Branch inquiry extended to the oiﬁce of Monmouth
County’s then chief of county detectives, This probe determined
that a disproportionate sliare of authority had been vested in this
office. Twenty-four hours after the Commission issued subpoenas
in October, 1969, the-chief committed suicide.

Public hearings were held in late 1970. Testimony showed that
a confidential expense account supposedly used for nine years by
the chief of deteciives to pay informants was not used for that
purpose and could not be accounted for, The testimony also
detailed-how that fund was solely controlled by the chief with no
county audit and no supervision by the county prosecutor. In fact,
the: eounty plosecutm ‘testified that he mgned VOHChEI’S in blank

The Commission after the hearmg made a series of frecommenda-
tions to-reform the county prosecutor system. A principal recom:
mendation was for full-time prosecutors and assistants. A state
low, since enacted, has established full-time prosecutorial - staff's
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i the more populous counties of New Jersey and additional -
statutes are. requiring full-time prosecutors in certain other

 counties. Prior to the Commission’s probe, there were no full time

cmmty prosecutors i the state.

+

4 Tae STATE DIVISION OF. PURCHASE AND PROPBRTY* :

The COmmlssmn in February, 1970, began mvestlgatmw charges

'of corrupt practices and procedures mvolvmg the State Division

of Purchase and Property and suppliers of state services. ‘Public
hearings were held at which testimony showed pa.yoffs to a state
buyer to get cleaning contracts for state buildings, rigging of bids
on state contracts, renewal of those contracts without bidding,
unsatisfactory performance of work called for. under state con-
tracts ‘and illegal contracting of such work.

 After the investigation, the state buyer was dismissed from ]IllS
job. Records of the investigation were turned over to the Stafe
Attorney General’s Office whlch obtained  an indictment charging
the buyer with misconduct in office.- He: pleaded gu1lty and was
ﬁned and placed on probation, .

- This mvestzgatw% met with immediate cowectzonal steps by the
Dwzswn ‘of Purchase and Property, which voluntarily ckaﬂzged
'procedures to prevent recurrence of szmzlar mczdents :

5. THE BUILDING SERVICES INDUSTRY ¥

The probe of the D1v1sron of Purchase and Property breught to
the Commission’s attention antl-competltlve and other improper
practices and- influences in the building services mdustry Pubho

~ hearings were held in June, 1970.

Testimony showed the existence of a trade orcramzatlon desmned
to ‘thwart competition by limiting free bidding and enterprise. The
hearings also revealed that'a unjon official linked with orgamzed

crime ﬁgures was the real power in the trade organization, and
that coerced sales of certain detergent- cleaning produets. and im-
pOSlthIl of sweetheart contraets were sometlmes the price of labor

* See New Jersey State .Comimission: of Investigation, 1970 Annual Report Lisstied
February, 1971

** Se;lNew Jersey-Comimission of Investigation, 1970 Anmia! Report 1ssue(i February,
19

43



peace.” The inquiry also. revealed-that a major organized c¢rime
figure in: New J ersey aeted as an arblter of dlsputes between some
cleaning companies.. -

The Commission’s investigation of restmmt of trade and other ,
abusive practices in the building service and maintenance industry
aroused the interest of the United States Senate Commerce Com-
mittee. The committee invited the 8.C.I. to te stify at its 1972 public
hearinys on-orgawized crime in interstate commerce. As a result of
thattestimony, the Anti-Trust Division of the United States Justice.
Department with assistance from the S.C 1., launched an investiga-
tion into an association which allocated termtomes ‘and customers
to various member building service wmaintenance -companies in
New Jefrsey In May, 1974, a Federal Grond Jury indicted 12
companies and 17 officials for conspiring to shut out competition
i the mdustry. The companies were the same as those involved
i the 8.0.1.°s public hearings. Attorney Rogefr L. Currier of the
Justice Department’s anti-trust division in Philadelplia, in coor-
dination with the U.S. Aftorney’s office in New Jersey, brought the
entire cose to a final conclusion on Oct. 25, 1977. On that date the
defendonts ended the government’s civil action by agreeing to a
consent judgment stipulating they would abandon the practices
alleged against them. FEarlier, the- government’s crimingl swit
against the defendants was aompleied wn March, 1976, by which
time ome company ‘had pleaded guilty to the chwrges the other
defendants pleaded no contest and fines totaling $233,000 were
levied,

6 THE HUDSON COUNTY MOSQUITO COMMISSION*

Durlng 1970 the Commlssmn received allegatmns of corrupt
practlees in the operation of the Hudson County Mosquito Exter-
mination’ Commission. An 1nvest1gat10n led to-public hearings at
the close of 1970

The Mosqmto Commlssmn 8 treasurer Who was alinost bhnd
testified how he signed checks and vouchers on direction from the
agency’s. executive director.” The testimony dlso revealed shake-
down payments in . connection with . construction projects or
,rlgvhhs of-way in the Hudson meadowlands, the existence of a
secret bank account, and kickback payments by contractors and
suppliers under a fraudulent voucher scheme. . :

e *lggf New ,Ierse)r‘ Coinrission: of Investigation;. 1970 : Annual .-Re@vbrt;:'issiged .I'?ébrqéiry, _
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One result of-this investigation was abolition of the Mosquito
Commission, an agency which served mo valid function cmd wkose
a/n%ual budget Was approachmg the $500,000 ma’rk

Also,. after: recewmg 8.C.I. records of the mvestzgatzon the
H_udson_ ‘County Prosecutor’s Office. obtained conspiracy . and
embezslement  indictments - agdinst .the. Mosquito Commission’s
" executive director and his two sons. The execubive director pleaded
guilty to ‘embezelement and in Jung, 1973, was. sentenced to two to
fou'r years in prison. His s0ns plewdea‘, gudty ta. conspzmcy cmd
were ﬁned $1,000 each. L e

7. - MISAPPROPRIATION OF FUNDS IN ATLANTIC COUNTY*"

“The Cominission in 1970 investigated -the mlsappmpnatwn of
$130 196-that came-to light with the suicide of a purchasmg agent
ifi-Atlantic County s government The Commission in “Becember of
that year issued & detailed’ public report which documented in
sworn testimony a violation of public trust and a breakdown “in
the use of the powers of county governmeént, The inquiry revealed
 how that purchasing: agent fraudulently diverted money fo “his
own use over a period.of 13 years. The sworn testimony conz
firmed that for years prior to 1971; monthly appropriation sheets
of -many departments contained- 1rregula11t1es traceable 'to -the
purchasing -agent but-that no-highly placed- county effidial ever
tried to get a full explanation.of those irregularities: The testimony
also disclosed that after county officials were first notified by the
bank about the false check endorgement part of the agent’s scheme,
an inadequate investigation was conducted by some county. officials.

" Copies of the Commission’s report were: sent’to Freeholder
Boards throughout the stale for use as.a.guide in preventing:any
further instances of similar mzsappropmatw% of funds. As o result
of fiscal wregulamtzes yncovered in its probes ot only of Atlantic
County -but ‘also-of county agencies in Monmouth ond Hudson
counties, the: Commission recommended that county ond municipal
auditors be mandated to exercise inore responszbdzty for maintain:
wng integrity, with stress on. continuqus. 'remews of the mtemal
co'ntrols of county. cmd local govemmems . L

.*See Report on Misappropriation of Public Funds, Atlantu: County, a~:Repdr,£”b the
2 Néw Jersey State Commission of Investigation; December, 1971. :
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8 "DEVELOPMENT OF POINT BREEZE IN JERSEY CITY*

“The lands that lie alocao' the Jersey City Watelfront are among
the most valuable and economlcally important in the state. The
Commission in the Spring of 1971 investigated allegations of cor-
ruption and other irregularities in the development of the Point
Breeze area of Jersey Caty s waterfront as a couta.mershlp port
and an industrial park. - :

" The investigation revealed a classic, mformatwe example of
how & proper and- needed developmenft cotld be frustrated bv
improper procedures. Public hearings in October, 1971, disclosed
a payoﬂ" to public officials, improper receipt of real estate com-
missions, and irregular appnoaches to the use of state Iaws for
bhghted areas and granting tax abatement. ' :

Two bills implementing 8.C 1. recommendations from this pfrobe
were enacted into law. One zmp'roved the urban renewal process
and the other tightened statutory promswm to prevent a purchaser
of publicly owned lands from recewing any part of the bmkemge
fee attendant on such a purchase

~In addition, the Commission 'refewed pfrobe records to prosecu— '
torial authomtws "4 Hudson County Grand Jury returned an
wndictment charging a former J ersey City building inspector with
ewtorting $1,200 from am official of the Port Jersey Corp. and
obtaining money wunder false pretenses. The inspector was con-
victed of obtaining money under false pretenses cmd ﬁfned $200 cmd
gwen @ sm—month suspended sentence o

9. TACTICS AND STRATEGIES OF ORGANIZED CRIMEH%

Although not a ““sworn’’ membei:of organized crime, Herbert
(ross, a former Lakewood hotel operator and real estate. man,
beoame during 1965-70 a virtual part of the mob throngh involve-
ment:in numbers banks, shylock loan operations, cashing of stolen
securities and other actlmtles In order to shorten a State Prison
term in 1971, Gross began in that year to oooperate with govern-
ment agencies, including the 8.C.I. .~

Gross’s tebnmony during two- days of pubhc ‘hearings by the
Commission in February, 1972, plnpomted the ruthless operatmns

“#Gee New: Jersey State Commtssmn of 1nvesngdt:0n 1971 “Annual Report lssued
March, 1972.

** See New Jersey State Comumission of Investigation, 1972 Annual Report, issued
February, 1973
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of organized crime figures in the Ocean County area and-their
ties back to underworld bosses in Northern New Jersey and New
- York City.  His testimony and that of other witnesses detailed
how mobsters infiltrated a legitimate motel business in Lakewood.
A former restaurant concessionaire at that motel testified that
because of shylock loans arranged through an organized crime
a.ssoclatlon, he lost assets of abount $60, 000 in six months

.Records of this mvestzgatw% were made available. to federal
authorities who subsequentlg obtained an extortion-conspiracy
indictment against nine orgamnized crime figures relative to Shy-
lock loan dispute which culminated with an underworld “sitdown’’
or trial. New Jersey law enforcement officials testified at the S. C.I
hearings that the public exposure afforded by those sessions demon-
strated the need for continually active vigilance against’ orgamaed
crime, pacrtwulafrly wm mp@dl y developing areas.

'10. PROPERTY PURCHASES IN ATLANTIC COUNTY¥

.~ The Commission during 1971 received information that the
State may have overpaid for the site of the Stockton State College
in Galloway Township, Atlantic County. Subsequent field investi-
gations and private hearings extending into 1972 showed that
payment of $924 an acre for a key 595- acre tract Wwas mdeed
excessive..

Substantially the same acreage had ‘been sold onIy nine months
earlier by two corporations headed by some Atlantic City. busmess—
men to a New York City-based land purchasing group for $475
per  acre, which was about double the per acre price of two
comparable large-tract sales in the Galloway area.. The Commis-
sion in a public report in June, 1972, cited two eritical flaws as
leading to excessive overpavment for ‘the land by the state: In-

"':'adequate and misleading appraisals of land that had recently

changed hands at a premium price, and a lack of expertise and safe-
gua,rds in State Division of Purchase and Property proeedures to
diseover and correct the appraisal problems.

- The report stressed o number of recommendations to E@@s@re
that the Division would in the future detect and corvect faults
i appmzsals Key recommendatwns were post-appmwal 'remews

E See Report and Recommendanons on Pr‘operty Purchase Practices of the D!VISIDH of
. Purchase and Property a Report by the New Jersey Comnusswn of Investlgat:on,
:ssued June, 1972, . - 0 S0 el ’
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'bfy qualified. experts and -strict preé-gualification of - appraisers
beforée being listed as eligible to work for the state. The 'recom-
'mendatzo'ns were pmmptly %mpleme%ted by the Dwzszon :

.11 BANK FRAUD IN MIDDLESEX COUNTY* :

Investlgatlve activities during 1971 in' Middlesex County d1rected
the Commission’s attention to Santo R. Santisi, then president
of the Middlesex County. Bank, which he founded. A full-scale
probe by the Commission’s speclal agents, and special awents/a,c—
countants concentrated on Sanhm-eontrolled corporauons, in par-.
tlcular the Otnas Holding Company. . :

+The probe uncovered schemes by Santisi and his entourage for
the use of publicly invested funds in Otnas solely for their own
personal gain, apparently illicit public sale of stock without the
required state registration and misapplication by Santisi of
hundreds of thousands of dollars of funds of the Middlesex County
Bank. Those funds were ‘“loaned’ to members of the Santisi
group who either personally or through their corporations acted
as conduits to divert the money for the benefit of Santisi and some
of ‘his- corporatmns

Dwmg the ﬁrst guafrter of 1972 the Commission completed
pﬁwate hearings in this investigation but deferred planmed public
hearings at the request of bank examiners who ewpressed fears
about the impact of adverse publicity on the bank’s financial health.
Instead, the 8.C.I. referred data from this investigation to.federal
authorities who obtained indictments of Santisi and several of his
cohorts on charges involving the mzsappl@ed bank famds All
pleaded guilty. Somtisi was sentenced to three years in PTiSOn.
~ One of his associates was sentenced to a year wn pmson amd two
others recewed suspe'nded sentewces

- "TaE OFFICE OF TI—IE ATTORNEY GENERAL**

" In the summer of 1972 the Com_tmsswn was requested by the

then Attorney General of New Jersey, George ¥. Kugler, Jr., to

investigate his office’s handling of the case of Paul J. Shermn
. the Secreta,ry of State Who was cOnvmted on a conspu-acy mdmt—

*ISe;: New ]ersey Comm1ssmn of Investigatmn 1972 Armual Report 1ssued February,
973, - .

’ ** See Repor;t on Investlgatmn of ‘the . Oﬁﬁce of the Attomey General of New Jersey, A
"Report by New Jersey State Commission of Investigation, issued Janurty, 1973,
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ment ‘in éonneection with a campaign contribiition ™adeé’ by a con:
tractor who had bid on a state highway contract. The request
triggered an investigation which extended into carly- 19!3 "The
Commission took from 22 witnessés sworn testimony consisting
of more than 1,300 pages of transecripts and alsointroduced exhibits
consisting of more than 300 pages. The’ Commission, by unahimeus
resolution, issued in 1973 a 1,600-page report which was- forwarded
to the Governor and the L901s1ature and to all news media. J ohn
~J.-Trancis, the retired- Assoclate Justice of the ' New "Jersey

Supreme Court, served without compensation as Speclal Oounsel
© to. the Oommlssmn in the investigation. . :

- A primary conclusion of the report which climaxed thzs mquwy- —
a report which made public.-all recorded testimony and exhibits —
was that “‘we find no reliable evidence whatever to reasonably
justify a conclusion that Attorney Gemeral Kugler was derelict in
his law enforcement obligations.”’ The report aEso‘attdcked certain
types of. political campaign contributions as a malzg’nant cancer
in the blood stream of our political life’’ and urged the proh@b@twn
of such contributions to public officials by those aspwmg for gov-
emmental contmcts

13. - -'THE WORKERS’ COMPENSA'I‘ION SysTEM*

. New Jersey s system for oompensatmg 1nd1v1duals for employ-
ment injuries became during the early 1970s the object of intenseé
sorutmy In addition to ev1denoe and statistics mdmatmg fanlts
in the system, there were persistent published reports that
irregularities, abuses and illégalities were being ignored or con-
doned. Mounting coniplaints lod the State Commlssmner of Tabor
and Industry to request an investigation.. That task, which. was
nndertaken by the 8.C.1,; was one of the agency’ 's most -compreher-
sive - mqmrles The - facts as presented at nine days of publie
hearings in Trenton in May June, 1973, documented abuses which
included unwarranted compensation clalms, lavish gift-giving and
entertaining, questionable eonduct by some judges, and the nse by
some law firms of favored heat-treating doctors or “house doctors”
who mﬂated claimg by bill-padding. -

“ds a 'reSult of the mfue.stzgcatwn three Judges of Compensatwn
were given disciplinary suspenswns ‘with one of them eventually

Tk See Tinal Report and Recommendatwns on tho Investlgatmn of the Workmens Com—
pensation System, a Report by the New Jersey State Comm1ss1on of Invesngat:on,
January, 1974
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being. dismissed from office by the Governor. After referral of
data in this probe to prosecutorial authorities, an Essex County
Grand Jury during 1975 indicted fwo partners of a law firm and
the firm’s business manager on charges of conspiracy and obtain-
ing money under false prefemses in commection with the alleqed
heat-treatment, bill-padding scheme exposed at the 8.C.1.°s public
hearings. Also, the Waterfront Commission of New York Harbor
used the inv estwatwe techniques and methodology established by
the S.C.IL in this wmeestigation to uncover wtdespread Workmen 's
C’ompensatw% frauds involving dock worken

‘The Commission made more than a score of proposed lww'
changes to the Legislature. One recommended measure, to stifle
bill-padding and related wmalpractices, became law but a full-
fledged effort to enact wide-ranging revisions did wnot actually
begin until after the introduction of major proposed reform bills
w 1978 by Senate President Joseph P. Merlino, Senators Anthony
Secardino, Jr., and Eugene J. Bedell, and Assemblyman Josepk
D, Patero .

14. MISUSE OF SCHOOL PROPERTY IN Passaic COUNTY ™

A citizen’s complaint received in January, 1973, prompted the
(Commission to inguire into the handling and distribution by the
State of federal surplus property donated for use in schools and
other institutions as well as quesiionable transactions at the
Passalc County Voecational and Technical High School in Wayne.
The investigation was capped by five days of public hearlnfrs at _
the Passaic County Courthouse in Paterson.

The ‘hearings disclosed that the school’s purchasing agent, who
also was its business manager, failed to obtain competitive prices
for many goods purchased, that substantial amounts of goods and
services were purchased throungh middlemen, one of whom marked
up prices by more than 100 per cent, and that regular payoffs were
made to the school’s purchasing agent. The evidence also con-
firmed that the purchasing agent used some school employees and
property for improvements at his home and that the school had
become a dumping ground for millions of dollars of federally
donated smplus propelty under a mismanaged. state prooram

*See New Jerscy State Comm1551on of Investlgation Annual Report for 1973 1ssued
‘ m March 1974
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- This investigation led to 8.C.1. recommendations for adminisira-
tive corrective steps to establish an efficient program of state
distribution of the surplus property and for improved procedures
for school bourds in overseeing purchasing practices. The State
Board of Education relayed the S.C.I. recommendations to all
school boards n the state with instructions to be guided by them.

- Further, after referral of data from this probe to the State
Criminal Justice Division, a State Gramd Jury indicted Alex
Smollock, the school’s manager and purchasing agent, on charges
of taking nearly $40,000 in kickbacks. He was convicted of nine
counts of accepting bribes and was sentenced to one fo three years
in state prison and fined $9,000. Superior Court Appellate Division
early in 1977 upheld Smollock’s comviction. Later, in M arch, 1977,
in a ciwvil suit by Passaic County frecholders and the Techuical-

Vocational High School, Smollock was ordered by Superior Court
to return salary he received during suspension from school duties
as well as the bribe money. In February, 1978, he agreed under a
Superior Court settlement to repay the county more than §50,000
in 60 installments during a five-year period upon completion of his
prison term. c S

15. THE DrRUG TRAFFIC AND LAW ENFORCEMENT*.
Narcotics and their relationship to law-enforcement in New
Jersey are a natural area of concern for the Commission, since the
huge profits to be made from illicit narcotics traflicking are an
obvious lure to criminal. elements. As a result of an increase
in the S8.CI’s intelligence gathering during 1973 relative to
. narcotics, the Commission obtained considerable information
concerning certain eriminal elements in Northern New Jersey. A
~ subsequent investigation produced a mass of detail about drug

trafficking. At public hearings in late 1973, witnesses revealed their

involvement in- heroin and cocaine transactions in North New
Jersey, marked by accounts of a killing and an attempt by erime
figures to persuade a witness to commit murder. Federal, state and
county authorities testified about the international, interstate. and
intrastate flow of heroin and cocaine and problems of law enforce-
ment units responsible for the fight against illicit narcotics. distri-
bution. - o
#See New Jersey State Commission of Investigation, Annual Report. for 1973, issued
in March, 1974, L : T

B3



- Due-to o combingtion of a reliable informant ‘and an edtensive.
follow-up wmvestigation by S.C.I. agents, this probe had sigwificant
colloteral results. Thesé included the solving of a gangland style
slaying case and the busting of a stolen jewelry fencing ring and o
crime_federation burglary ring of more than 50 individuals.” Both
the Lissex County (N.J.) Prosecutor and the Lockawanna County
(Pa.) District Attorney complimented the S.C.I for referrals.of
probe data and otherwise aiding law enforcement.. The hearings
also ‘generated S.C.1. recommendations for an improved low en-
forcement attack on marcotics distribution and for revisions. of the
narcotics law, including sterner penallies for non-addict pushers.

16.  PskuDO-CHARITABLE FUND-RAISING APPEALS¥

. A growing number of companies were established in New J ersey
to sell by telephone exorbitantly high-priced household produets;
principally light bulbs, in the name of allegedly handicapped
workers.  Although different in.age, size and some operating
procedures, all created an illusion of charitable works. for the
handicapped through telephomic sales presentations which stressed
references to ‘‘handicaps’’ or ‘‘the handicapped.’”” Consumers by
the hundreds, ounfraged upon learning they had been duped into
thinking these profit-oriented businesses were charities, registered
complaints with the State Divisiofi of "Consumier Affairs. That
Division sought-a full 8.C.I. investigation of these pseudo-charities
becanse of the broader purview of the Commission’s statute, the
Commission’s investigative record and its public exposure powers.

~Facts put into the public record at hearings held by the S.C.I.

in June, 1974, included: That people were willing to pay high
prices-of as much as 1,100 per cent above cost only because tele- -
phone solicitors gave the illusion they were aiding a charity; that

some companies used healthy solicitors who elaimed they were
handicapped to induce sales; that solicitors, handicapped or not,
~ were subject to prompt dismissal if they did not produce enough
sales to assure a profit for the owners; that an owner of one com-
pany received a total of more than $1-million in four years from the
business ; that authentically handicapped solicitors could be harmed
by havingte eonstantly dwell on their ailments in order to induce
sales, and that pseudo-charitable appeals drained off' millions of -
*See Final Report and Recommendations on the Investigation of Profit- Oriented-

- x«Companies .Operating in: a_Pseudo-Charitable Manner, -a.Report by the New Jersey
State Commission of Investigation, September, 1074, . el e
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dollars each year that otherw1se~ could be tapped by authentlc
charities. =

- Access to data from this investigation was oﬁ"ered to fedeml
officials both during the probe and immediately after the public
hearings. Subsequently, the owner of one of the profit- makmg'
companies identified at the S.C.1.’s hearings and the sales manager
of another company were charged wzth fmud by fedeml author-_‘
ztzes Both pleaded gmlty , -

- 4 number of bills to tmplement S.C. I. recommendatwns in the
chamtazble fund-raising field were introduced in the Legislature.
In April, 1977, Governor Brendan T. Byrne signed into law a bill
to require authomzatmn by the Attorney General before cOTpora-
tions can identify themselves as fund raisers fo:r the ““handi-
capped’’ or the “Blind.”” Another bill, to require professional
fund raisers to provide financial repo'rts to the Attorney Gemeral,
also cleared the Legislature and was signed info law by the
Govcmor on’ December 15, 1977, o

17. 'THE DELAWARE River POrRT AUTHORITY*

" The State Executive Commission on -Ethical Standards durmwt
1974 requested the 8.C.L’s assistance in investigating alIeO‘atlonb;
of possible conflicts of interest of Ralph Cornell, then the Oha1rman'
of the Delaware River Port Authority.  He had been a commiis-
sioner of that Authority sinee-its inception in 1951. The réason for
the request, as stated by the Ethics Commission, was that ‘‘the
State Commission of Investigation is better equipped in terms of
personnel, resources and operatmw procedures to conduct this
inquiry.”’

The investigation involved the analysis of a virtual mountain
of books and records of the Authority, corporations and banks in
order to expose certain business relationships relative to subeon-
tracting work done on Authority projects. After. holding private
hearings on 14 occasions from March through August of 197 4, the
Commission issued a comprehensive public report on this inquiry
and sent it to the Governor and the Ethical Standards Commission,
appropriately leaving to that Commission. the final judgments on
the full factual picture presented by the report. The Attornev
General’s Office also was gweu copies of the report. : \

* See Report on the Compatibility of the_ Interests of Mr. Ralph. Cornell,. Chairman. of
"the Délaware River Port Authority, 2 Réport by the New Jersey State Commxss;on
of Investxgation October, 1974.
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. The prineipal facts developed by the 8.C.1.’s investigation were
that Mr. Cornell’s Cornell & Company had received substantial in- -
come for work performed on Port Authority projects on a sub-
contracting and sub-subcontracting basis while other companies
were llsted in the Authority’s records as the subcontractors with no
listing of Cornell & Company in those documents; that he was the
remplent of substantial dividend payments as a ma;jor stockholder.
in the insurance company which was the New J ersey broker for the
insurance needs of the Anthority, and that as an investor in lands
subject t0 value enhancement by proximity to existing or proposed
Authority projects, Mr. Cornell had received more than $1.9 million
in' unadjusted profits, The report stated, however, that the probe
found no evidence of Mr. Cornell makmo" land purchases on the
basis of ‘“insider information’’ and that the purchases could have
been made by any Well informed citizen with substantial monetary
resources.

In October, 1977 the Delaware Rwer Port Authority agreed to
accept a payment of $50,666 by Mr. Cornell as a repayment of
profits some of his firms made on Authority projects. The settle-
ment represented o compromise of the Authority’s claim that the
profits amounted to §64,330 and Mr. Cornell’s claim that they were
$37,004.- Port Authority counsel said the seltlement was accepted
to avoid ‘‘extensive expensive litigation.”” Cornell’s counsel-em-
phasized that the settlement was not to-be regarded as an admission
of liability. Mr. Cornell, who was absolved of any criminal wrong-
doing by the state in 1975, was not reappointed to the- Authomty
when his term empw ed in J a%uary, 1975. ‘

18.. THE GOVERNMENT OF LINDENWOLD* .

- A citizen’s letter alleging abuses in the government of the.
Borough of Lindenwold, a rapidly developed suburban comnmunity
in Camden County, was received by the Commission in the latter
part of 1973.- One of the letfer’s signatories, a former Borough
Councilman in Lindenwold, in a subsequent interview with S. G I
special agents, told not only of abuses concerning ethical standards
but also of ofﬁcml corruption. He brought with him to the S.C.1.%¢
office $5,000 he received, but never spent, as his share of payoffs
made for votes favorable to land development projects.

* See New Jersey State Commmsmn of II]VESt]gatan 1974 Annual Report 1ssued in
March, 1975
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During 1974 the Commission obtained substantial corroboration
of this man’s story of amorality in the Borough’s government in
a lengthy probe involving full use of the Commission subpena and
witness immunity powers and its investigative and accounting
background. At three days of public hearings in Trenton in
December, 1974, the Commission heard testimony supported by
numerous exhibits that $198,500 had been paid by land developers
to Lindenwold public officials in return for favorable treatment and
cooperation of the Borough government, that a Borough official
and a county official had accepted substantial amounts of cash from
companies owning land subject to the officials’ reg gulation, and that
Lindenwold pubhc officials used strawmen to mask their purchases
of properties which were offered for sale by the Borough.

The public disclosure of what the Commission called ““the
democratic process of local government operating at its worst’’
sounded a worwing to commumities throughout New Jersey. The
principal §.C.1. recommendation stemming from this hearing was
for enactment of a tough conflict of interest law to apply uniformly
on o statewide basis to all county and mumicipal officials. Legisla-
tion meeting the S.C.1.°s standards is pending in the Legislature.

The 8.C.I. referred the Lindenwold probe records to the Criminal
Justice Division which obtained State Grand Jury indictments in
1975, Former Mayor William J. McDade and real estate developer
John Piper pleaded guilty to bribery and comspiracy charges own
September 26, 1977, as their trial was scheduled to start. Former
Councilman Arthur W. Scheid was found guilly on three counts
and former Councilman Dominic Stremieri was found guilly on
two counts after their trial concluded October 5, 1977.

19. LAND ACQUISITION BY MIDDLESEX COUNTY*

" The Commission received a series of citizens’ complaints during
the Spring of 1975 about alleged overpayment by the M1ddlesex
County government for purchase of certain lands for park purposes
under the State’s Green Acres program. A preliminary inquiry
by the Commission indicated that overpayments had ocecurred and
that faulty real estate appraisals and insufficient review of those
appraisals by the County’s Land Acquisition Department and
by the State’s Green Acres unit were at the root of the problem.
_ Accordingly, the Commission authorized a full-scale investigation

# See New Jersey State Commission of Investigation, Annual Report for 1975.
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of the County’s land acquisition procedures and related Green
Acres’ program practices. Public hearings were held in Trenton
in January, 1976.

" This investigation, aided by two of the most respected post-
appraisal reviewers in the State, determined that the County did
overpay by some 100 per cent above fair market value for certain
. parcels of land in the Ambrose and Doty’s brooks area of Piscata-
way Township. Both experts found that the appraisals made for
each of the parcels oversiated the value of the lands, largely because
of failure to account adequately for physical deficiencies in terrain.
The investigation determined that the Administrator of the
County’s Land Acquisition Department had approved the land
purchase prices with virtual rubber stamp consent from the Board
of Freeholders. The Administrator not only constantly solicited
a stream of political contributions from the appraisers doing
business with the County but also, according to the sworn testimony
of two of those appraisers, solicited such payments from the two
at a time when they were being awarded appraisal work for the
County by the Administrator., Additional testimony at the hearings
indicated serious deficiencies and confusion in the appraisal review
function of the State Gireen Acres program, which supplies match-
ing funds for county and local land purchases for park purposes.

- As a result of the S.C.I°s exposures in this investigation, the
Admanistrator of the County’s Land Acquisition Department was
suspended from his post, and the County government moved to
mstitute a more stringent process of checks and balances on land
acquisition procedures. FEven before the S.C.I. completed its 1976
hearings, arrangements were being formalized voluntarily by state
officials, alerted by the Commission’s findings, for the transfer of
the Green Acres appraisal and post-appraisal review and control
system from the Department of Environmental Protection to the .
Department of Tramsportation — one of many general and tech-
nical recommendations by the Commission that were implemented
as a result of the inquiry. In addition, data from the S.C.1. investi-
gation was referred to prosecutorial authoritz’es.

The Middlesew Grand Jury iwvestigated the conduct of the
Middlesex County Land Acquisition Department and its former
Adwminstraior as a result of allegations raised during public hear-
wmgs by.the S.C.1. On September 27, 1976, the Grand Jury returned
a presentment in which it said that while it found “no provable
affirmative criminal act’ by the Administrator, ‘it does feel that
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his actions in that capacity indicated an insufficient expertise and
lack of concern to perform his office in the best interests of the
citizens of Middlesex County.”” The Grand Jury also noted that
he solicited and collected political contributions from the same
people with whom he dealt as departmental administrator.

The Grand Jury’s presentment noted that ‘‘since the public
- hearings of the State Commission of Investigation in January, 1976
the Freeholders of Middlesex County have already taken substan-
tial corrective actions.”” However, it urged in addition that the
office of Land Acquisition Adminstrator be *‘ completely disassoci-
ated’’ from solicitation and collection of political contributions
and also that “‘all of the county officials who control the award of
contracts be forbiddem from soliciting contribulions from in-.
dividuals over whom they have the power to award contracts.”
The presentment also recommended that the post of departmental
administrator be filled on a nonpartisan basis.

20. PRrE-PAROLE RELEASE IN THE PRISIONS*

The Commission during 1974 and 1975 received complaints alleg-
ing abuses of the pre-parole release programs of New Jersey’s
“correctional system. The programs, aimed at the worthy goal of
re-introduecing inmates to society, included furlonghs, work releases,
education releases and community releases. Liengthy preliminary
inguiries to evalnate the complaints indicated clearly to the Com-
mission that the effectiveness and goals of the programs were being
subverted by gross miseonduct attributable to weaknesses in the
operation and supervision of the programs.

Accordingly, the Commission by resolution in September, 13975,
authorized a full investigation. The probe extended into 1976,
_ with public hearings being held during May and June of 1976.
Principal disclosures at the hearings included: .

o Talsification of furlough and other types of ap-
plications to gain premature enfry into the release
programs. -

* Ristablishment of favored status for some inmates

and a resulting system of bartering for favors, includ-
ing monetary exchanges among inmates.

* See New Jersey State Commission of Investigation Eighth Annual Report.
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® The ease with which work, eduncational and other
releases- could be ripped off becanse of insufficient
supervisgion in hands of the inmates themselves.

* The intrusion of a barter-for-favors system for the
transfer of inmates from one to another of the various
penal institutions.

As the Commission stated publicly, its probe amd hearings were
aided substantially by Ann Klein, the former Commissioner of
Institutions and Agencies who is now Commissioner of Human
Services, and by Robert J. Mulcahy, 3d, the former Deputy Com-
missioner of Institutions who, as the first Commissioner of a new
State Department of Corrections, initiated major reforms of prison
furlough procedures. - These changes included elimination of
wmmate supervision of the furlough program and the provision of
funds for non-inmate conirol of it, as the Commission had recom-
mended. Mr, Mulcahy, who became Chief of Staff to Governor
Byrne, later commented to a news reporter: “The 8.0.1. nwestiga-
tion was a high-class, highly professional job. It was done in a
positive fashion. The effect was really to help the department
correct problems rather than simply expose them.”’

In addition to these reforms that followed the Comwmission’s
wmquiry mto furlough abuses in the prisons, a series of indictments
and arrests resulted after the Commission referred its facts and
public hearings tramscripts to the Attorney Gemeral and other
appropriate prosecuting authorities.

The Attorney General announced in January, 1977, the indict-
ment by the State Grand Jury of five former inmates of Leesburg
State Prison on charges of escape in connection with alleged
framdulent obtaining of furloughs from the prison. The then
Crimanal Justice Division Director Robert J. Del Tufo said the
indictments charged the five defendants “‘bought’’ furloughs from
fellow inmates who had been utilized as clerks by the prison system
to process forms, records amd other paper work that enabled .
wmmates to qualify for furloughs. :

The State Grand Jury also indicted a since-dismissed clerk of |

Trenton State Prison for false swearing and perjury as a result
of her testimony on prison furlough abuses during the Commis-
swon’s private and public hearings. A glaring abuse involving the
ex-clerk was the uiilization of a bogus court opinion to obtain o
substanital reduction in the prison sentence—and therefore the
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premature release—of one inmate, Patrick Pizuto, known fo law
enforcement authoritics as an wnderling of the late Anthony (Little
Piussy) Russo, a seashore wmob figure. This disclosure at the
8.C.1’s hearing led to the immediate rewcarceration of Pizuto,
who was subsequently indicted for murder and on federal bank
froud charges. On December 8, 1977, Superior Court Appellate
Division dismissed as moot Pizuto’s appeal from his reincarcera-
tion. Pizuto subsequently became an informant for law enforce-
ment authorities investigating wnderworld crimes and is n the
federal witness protection program. '

- 21. THE NEw JERSEY MEDICAID PROGRAM*

~ In December of 1974 Governor Brendan T. Byrne requested the
State Commission of Investigation to conduct an evaluation of
New Jersey’s system of Medicaid reimbursement. Also, at that
time, the New Jersey Attorney General's office announced that it
was probing the alleged interests of Dr. Bernard Bergman in New
Jersey nursing homes. Later, that office set up a special section of
its Inforcement Bureau to deal specifically with criminal activities
and fraud in the area of reimbursement fo nursing homes and other
providers, a unit which has obtained many indictments. In January,
1975, the Governor announced the formation of a cabinet-level
committee to study the problems of Medicaid reimbursement for
nursing home care, That committee issued its report on November '
13, 1975, and certain recommendations velating to property costs
reimbursement reiterated suggestions initially made in 1975 in the
© R.0.L’s first report on nursing home reimbursement. The New
Jersey Legislature also created a committee to examine nursing
homes in January of 1975, That committee, chaired by then Senator
John Fay of Middlesex County, examined the quality of care in
New Jersey nursing homes receiving Medicaid reimbursement and
" other aspects of the program. _ DR .
The extent to which this $400 million-a-year program of health
care for the poor was under simultaneous investigation by the
Commission and various other agencies indicated both the com-
plexities of the various functions involved and the degree to which
‘they were misused and abused at great public cost.

During the course of its probe, the Commission reported to the
Governor on an update basis from time to time—an operational

* See New Jersey State Commission of Investigation 1975, 1976 and 1977 Annual Reports.
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pattern based on the premise, later substantiated, that the social
and financial cost of apparent widespread explmtatlon of the huge
health care delivery systern wounld warrant urgent interim statu-
tory and regulatory correction. ‘A chronological charting of the
enfire investigation shows the COHlInlSSlOIl took the following
publie steps:

® Nursivg Homes—An initial pubhc report by the S.C.I. on
April 3,1975, expoqed serious flaws in the rental and related phases
of Newr Jersey’s method of property cost reimbursements of Medi-
caid-participating nursing homes, one critical conclusion of which
was that inflated relmbursement schedules allowed unconscionably
inflated profits to greedy entrepreneurs at heavy cost to taxpayers.

on April 23, 1975, detailed dangerously poor eonditions and pro-
cedureg in certain independent elinical laboratories and recom-
mended swift legislative enactment of a pending remedial measure.
Subsequently the Legislature approved and the Governor signed
the highly effective Clinical Liaboratories Act.

® Cravtean Laporarortss®—The Commission conducted in June, -
1975, a series of public hearings that effectively exposed how Medi-
caid was being bilked by some independent clinical laboratories
through false billing and kickbacks practices, among other evils.
The 8.C.1.’s probe and recommendations in this vital area also
were followed by major reforms. The Medicaid manual regnlating
independent clinieal laboratories was drastically revised to bar
abusive activities and the maximum fee sechedule for re1mburs1ng
laboratories was reduced by 40 percent. Taxpayer savings from
these improvements alone were estimated at $1.4 million for the
fiscal year ending June 30, 1976 :

~ .* Nougsive Homes**—The final 8.C.I. dissection of nursing home

property cost reimbursement under Medicaid provisions em-
phasized so-called ‘‘money tree’’ plucking by unserupulous
operafors through facility selling-financing-leasing-back schemes
that excesswely ballooned the value of the facilities. A two-day
public hearing in October, 1576, corroborated the gross abuses
revealed in the S.C.1.%s inquiries into the nursing home property
cost relmbursement system phase of its Medicaid inquiry,

* See New Jersey State Commission of Investigation, Annual Report for 1975,
*# S_ee New Jersey State Commission of Investigation, Anpual Report for 1976, -
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"¢ “Mepicam Mmis”*—How some doctors, dentists and pharma-
cists corrupted the system was dramatized by the Commission’s
exposé of over-billing and over-utilization practices that bared a
loophole potential for far wider abuse of the Medicaid system.

° Mzprcan HospiranLs**—Utilizing its staff of accountant-agents,
an 8.C.L. team made an in-depth assessment of the emerging
~ rate-regulating and Medicaid reimbursement process affecting
hospitals with substantial Medicaid in-patient care. This was done
to determine the adequacy, if any, of fiscal controls by supervisory
public agencies to insure the system’s efficiency, economy and
integrity. Such an unusunally complex analysis of methods of
controlling hospital costs was vital because of the huge impact of
snch costs on the Medicaid program.

A number of statutory and regulatory steps were taken in re-
sponse to the revelations of abuses and ewploilation of the M edicaid
system following—and cven during—ithe Commission’s investiga-
tions, mterim reports and public hearings. These actions included
the Legzslatwe s enactment of o New Jersey Clinical Labotalory
Improvement Act, as well as a law increasing mazimum penallies
for bilking the Medicaid program thmugh overbzllmg and false
billing.

- Many of the Commission’s recommendations were empeditiously
adopted by the Division of Medical Assistance and Health Services
as a result of the 8.C.I.s clinical laboratory hearings.

The inflated fee schedule — which facilitated the making of
financial inducement type payments from some laboratories to
their physician customers — was reduced 40 per cent, Language
in the program laboratory manual was tightened to clearly pro-
scribe the practice by which small laboratories subcontracted par-
ticular tests to large reference facilities and then, in many instances,
- marked-up the cost by more thawn 300 per cent and reaped windfall

profits at the tazpayer’s expense. The manual now explicitly
prohibits the breakdown of automated component-part lests into
separate procedures and the submission of bills to Medicaid for
each to the end that @ lab might receive between $60 and $80 for a
profile which costs less than $3.50 to perform. A computer system
fo:r analyzing and screemﬂg group tests was developed. The Divi-
siom took steps to insure that laboratories fully identify the pro-

* Sge New Jersey State Commission of Investigation Annual Report for 1976.
** See Report of New Jersey- State Comm15510n of Investigation on Hospital Phase of
The Medicaid Program, April, 1977, - - :
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cedures performed and for which payment 1s requested. In this
regard, a requirement was imposed wpon Prudential (the fiscal
witermediary) that all claims be itemized in detail. Aggregate
billing — which was effectively used by some labs to mask improper
requests for reimbursement — is no longer tolerated. The Division
adopted o hard line with respect to the flow of inducement type
payments in any form whatever between laboratories and physician
customers,

The Division cured o glaring weakness by employing more staff
expertise wn clinical laboratory processes and procedures. The
Commission recommended that o panel be formed to draft an
equitable competitive bid system for laboratory work based upon
awards of a regional nature. In furtheramce of this recommenda-
tion, the Commaission lestified against impractical restrictions of
federal law before several Congressional bodies.

At the conclusion of the second phase of the Commission’s
probe of gross profiteering in Medicaid nursing howme facilities
wm October, 1976, the Commission urged that Senate Bill 594, re-
quiring full public disclosure of those who have financial or other
business interest in nursing homes, be substantially stremgthened
to eliminate practices that siphowed health care dollars from’
patients to speculators. This bill, which had passed in the Senate
on April 12, 1976, subsequently was amended on the Assembly floor
in accordance with the §.C.1.°s recommendations, according to a
spokesman for the Legislature’s Joint Nursing Home Study Com-
massion which drafted the original legislation. The revised measure
then cleared both the Assembly and the Senate in February and
April, 1977, and was signed info law by Governor Byme on
September 29, 1977. :

Additionally, subsequent to the issuance of its Final Report
on Nursing Homes, the Commassion persisted in ifs efforis fo have
New Jersey’s system of property cost reimbursement to Medicaid
nursing homes restructured along the lines suggested by the Com-
mission in that report. Commission representatives met on several
occasions with kgh-ranking officials of the appropriate administra-
tive agencies. Those agencies have accepted the Commiassion recom-
mendation, which will show a savings of as much as $6 million per
year, according to the Director of the Dm ision of Medical Resmst-
ance and Health Services.

Certain unusuwally alarming aspecls of the Commission’s com-
plicated Medicaid inguiry, such as the clinical laboratory abuses
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and the evils of the “medicaid mills,”’ helped to spur corrective
efforts. In fact, the clinical laboratory phase was a pioneering
probe that revealed for the first time the hard facts about unscrupu-
lous ripoffs of the system. These disclosures resulted in the ap-
pearance of Commission officials before the U.S. Senate Committee
on Aging and the U.S. House of Representatives Subcommitiee on
Oversight and Investigation. U.S. Senator Harrison A. Williams
of New Jersey, reporting his ‘‘dismay’” over the ‘“widespread
fraud and abuse among clinical laboratories,”’ told the Senate in
remarks entered into the Congressional Record:

“With respect to the latter, I am pleased to note that the Aging
Committee gives great credit to the New Jersey Commission of
Investigalion and to our New Jersey Department of Institutions
and Agencies (now Department of Human Services). The Legis-
- lature and the Department responded with prompt implementation
of corrective measures.”’

22. ORrGANIZED CRIME AND CASINO GAMBLING IN
Ariantic CITY*

After New Jersey voters authorized legalization of casino
" gambling in Atlantic City on Nov. 2, 1976, and at the request of
Gtovernor Brendan T. Byrae, the Commission directed an extensive
surveillance of organized crime activities in that shore resort
region for the purpose of taking ‘‘public action in order to make
constructive recommendations fo the (Glovernor, the Legislature,
and the people for the effective control and policing of casino
gambling.’’ As a part of this investigative effort, the Commission
issued on April 13, 1977, a 167-page report to the Governor and
. the Legislature highlighting 57 detailed recommendations for an
 effective control law that would ‘‘thwart the infiltration of casinos
- and related services and suppliers by organized crime.”” Upon
passage of the Casino Gambling Control Act, the Commission
characterized it as an acceptable statutory base upon which to
build even stronger controls in the fature.

By the Summer of 1977, the Commission’s monitoring of
organized crime activities linked to the development of the new
gaming industry in Atlantic City had uncovered enough evidence

*See New Jersey State Commission of Investigation Report on Casino Gambling, Aprit
13, 1977; also Ninth (1977) Annual Report; also the Commission’s Report on the
Incursion of Organized Crime into Certain Legitimate Businesses in Atlantic City,

" January 12, 1978, S
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of an actual intrusion of legitimate business to warrant public
hearings in keeping with the S.C.I.’°s statutory mandate te alert
and inform the citizenry. The Commission’s inquiry had revealed,
as was later confirmed publicly, that organized crime—in addition
to its historic interest in casinos and allied services—was also,
already, penetrating certain other legitimate businesses that had
not been a target of legizlative restraints and over which regulatory
controls, Where they existed at all, were inadequate and only
casually enforced.

The Commission conducted four days of public hearings, in .
August, 1977, during which a succession of witnesses, including
orga.mzed erime figures, revealed through testimony the machin-
ations of mobsters in sueh legitimate enterprises as cigarette vend-
ing machines, bars, restaurants, hotels and gambling schools. The
hearings confirmed the 000peratwe interest in casino gaming
spin-off action by Angelo Bruno, boss of the Phlladelphm_South
Jersey crime family, and cohorts of the Gambino crime family of
the New York metropolitan area. Bruno himself was a witness.

These 'he'arings disclosed :

. ® Strong-arm expansion into the cigarette vending
business in Atlantic City and vicinity by a mob--
controlled company, John’s Wholesale Distributors
of Philadelphia, and its affiliates, How this company’s .
business tripled, with the aid of its ‘“‘super sales-
man,’”” Bruno, was a public hearing highlight. -

¢ The mysterious financial flimflam surrounding the
Casanova Disco in Atlantic City, including a $40,000 -
““hole-in-the-wall’’ cache that became part of a maze
of cash and bank check transactions.

® An attempted $12 million purchase of the Hotel
Shelburne by a Gtambino relative hiding behind an
alias while trying to enlist a reputable Philadelphia
businessman to ‘‘front’’ for the acquisition.

®* The attempt of a crime figure known as “Mus-
tache Mike’” to muscle into a prospective Atlantic
City casino gambling school.

On January 12, 1978, the Commission submitted to Governor
Byrne and the Legislature its ‘“Report and Recommendations on
the Incursion by Organized Crime into. Certain Legitimate

66



Businesses in Atlantic City.”’ This report emphasized a recom-
mendation to strengthen the licensing and disqualification pro-
cedures under existing law so as to more effectively prohibit the

_acceptance of applicants with organized crime backgrounds for
licensure as cigarette vending agents of the state or as owners and
operators of ventures under jurisdiction of the Alcoholic Beverage
Control laws.

Based on the Commission’s recommendations, two bills were
sponsored by Senator Steven P. Perskie, D-Atlantic. One bill,
8-3008, was designed to strengthen the licensing regmfreme%ts of
the Sta,te Division of Taxation for those involved in the cigaretie
wdustry and the other, 8-3010, sought stronger licensing standards
for the Alcoholic Beverage Oomm@'ssio%. The purpose of these bills
was “to impede organized crime from using various subterfuges to
camouflage the actual ownership and control of legitimate business.”
Senator Perskie’s bills were approved by the Senate in May, 1979,
but only S-3008, pertaining to the cigarette industry, passed in the
Assembly and was signed nto law.*

23. PRIVATE SCHOOL ABUSES OF SPECIAL EDUCATION
FuNDs## '

During the early part of 1977, increasing complaints and alle-
gations were circulating throughout the state about alleged abuses
by non-public schools of New Jersey’s $26 million Special Educa-
tion program for severely handicapped children. The State Com-
mission of Investigation was the recipient of a number of such
complaints. The Commission’s evaluation of these allegations
guickly developed into an extensive investigation.

By June, the Commission’s staff was pursuing fresh reports of
_questionable activities if not outright misconduct by some non-
public schools. Inguiries in the field were supplemented by in-depth
auditing of actual expense budgets and hundreds of bank ¢hecks,
Vouchers, purchase orders; and miscellaneous business records:
These inquiries and audits confirmed the misuse of large sums of
money that had been earmarked for the education of more than
5,000 children too serlously handicapped to be served by the public
schools

.* See Pp. 25-26 of this Annual Report. :
#% See New Jersey State Commission of Investigation Report on Misuse of Public Funds
in the Operation of Non-public Schools for Handicapped Children, May 18, 1978.
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The Special Education program about which the Commission
was concerned is a crifically significant part of New Jersey’s
overall effort to improve the lives and minds of unfortunate chil-
dren. Most of these children (some attend special residential
schools out-of-state) were enrolled in 125 non-public day schools
and 25 non-public residential schools throughout New Jersey. Such
schools were required to offer appropriate educational programs
for one or more of a dozen categorized handicaps—educable or
trainable mentally retarded, perceptually impaired, orthopedically
handicapped, neurologically impaired, visunally handicapped, audi-
torially handicapped, communication handicapped, emotionally
disturbed, chronically ill and multiply handicapped. While the
Commission’s inquiry concentrated on financial irregularities in
certain non-public day schools, it also touched on gquestionable
operations in residential facilities.

The Commission held public hearings on Jannary 19 and 20,
1978, and on May 18, 1978, issued its formal report to.the Governor,
the Legislature and the public. The 8.C.L’s recommendations
centered on its findings of inadequate staffing and malfunctioning
of the Hduecation Department’s Branch of Special Fdueation and
Pupil Personnel Services, the absence of a clear, detailed list of
allowable and non-allowable private school expenses, inadequate
record keeping and reporting requirements for participating
schools, and an inefficient rate-setting procedure.

In brief, the recommendations included:

Establishment of a more adequate state agency to supervise the
financial reimbursement of private schools for the handicapped,
with sufficient staff to supervise all day, residential and summer
programs and with at least five auditors who would be responsible
for fiseal control and rate-setfing; stipulation of non-allowable
costs to eliminate diversion of publiec funds for nomn-educational
purposes; requirement of detailed reports to the state control
agency, including detailed expense budget forecasts and itemized
actual cost reports; promulgation of tuition rates by June 15 based
on budget estimates adjusted by actual costs submitted by May 1;
offsetting of a prior year’s excess revenues by the following year’s
reduced tuition rates, and, in general, establishment of rate-setting
procedures that would assure provision of adequate services to
handicapped children for which the schools are being reimbursed
based on fair and reasonable rates conducive to continuing gunality
programs. S x
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.- Several bills focusing on problems bared by the Commission’s
amwvestigation and hearings were introduced in the Legislature
during 1978, during the drafting and discussions of which the
Lommission mainiained contact with appropriate legtslators and
legzslatwe commitiece a@des

‘24 ABUSES AND IRREGULABITIES IN THE BOARDING
-HoME INDUSTRY*

" The Commission’s investigation of abuses and irregularities in
New Jerséy’s boarding homes focused on an industry consisting
of an estimated 1,800 facilities serving upwards of 40,000 people,
most of whom are elderly and disabled. These boarding facilities
were assigned to one of two categories—licensed or ‘‘unlicensed.”’
‘The former group consisted of about 275 boarding homes under
State Department of Health licensure. But the unlicensed category
was further divided, the largest subgroup of which was subject to
- nominal registration and inspection by the State Department of
Community Affairs. A smaller bloc came under local jurisdiction.
inally, an unknown number of facilities operated illegally, devoid
of any controls Whatsoever '

The fact that more than 1,500 boardmg homes were commonly
referred to as ““unlicensed’’ underscored the negative quality and
lax enforcement of whatever standards that did exist for regulat-
ing and otherwise monitoring their activities.

- Of New Jersey’s total boarding home population, close to 10,000
resided in the homes licensed for sheltered care purposes by the
State Heaith Department. . They lived in facilities that offered the
most personal care and supposedly were subjeet to the most
stringent standards. However, despite tighter controls than were
. .imposed on other hoarding homes some Health Department-
licensed facilities also were targets of harsh eritiques during the
Commission’s public hearings.

_ The remaining 30,000 boarding home. residents were found in
the so-called unlicensed establishments. Most of these - places
- provided only room and board and could not legally offer sheltered
care -or. other supervision:. Since most of these boarding homes
were registered with the. Commumty Affairg Department under

*See New J'ersey State Commtssmn of Investigation' Report on Abuses and Irregutari-
- ties.in New Jersey’s Boarding Home Industry,” November, 1978,
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New Jersey’s Multiple Dwellings Law,- they were subject to
infrequent scrutiny by state or local inspectors. Moreover, since
these inspections were mandated by a law that-was-not-designed
to provide guidelines for social services, they concentrated only on

structural factors relative to public health or safety. Thus, such
inspections ignored the overall adverse social climate in which
many boarders found themselves, '

As the Commission emphasized, its primary concern throughout
its investigation and public hearings was for the wellbeing of the
most vulnerable of the human beings forced to subsist in a system
that offered no solutions to the special problems that made them
easy prey for unsecrupulous operators. The Commission’s inquiry,
therefore, centered on a multitude of boarders who, because of
old age, blindness or other disabilities, were eligible for the Federal
Social Security Administration’s Supplemental Security Income
(SSI) benefits. Such SSI recipients were not only numerous
among residents of boarding homes licensed by the State Health
Department but comprised many of those residing in unlicensed
facilities.

. The overall target of the Commission’s investigation included
hundreds of boarding homes of wide-ranging quality and size,
operating under various governmentsl entities, and subject to
disparate and conflicting laws and regulations—or no controls at
all. Many operators were untrained for their tasks and, all too
often, -callous and greedy in the management of their homes and
the treatment of their boarders. The day-to-day operation of these
facilities was largely financed out of Supplemental Security In-
come checks mailed to eligible recipients at the boarding home.
where they supposedly (but often were not) residing.

- Because of inadequate (and often the absence of) boarding home
account books, registers and other records reflecting the flow of
revenues, costs and clients, the Commission’s staff accountants
had to reconstruet numerous financial profiles in order to ascertain
the true extent of the mismanagement of these facilities and the
resultant abuses against boarders that such misconduct generated.
The facts exposed by such audits were confirmed and supplemented
through field inquiries by the Commission’s special agents. This
investigative team work revealed a wide gamut of irregularities
‘and improprieties—the diversion of SSI checks from boarders to
the personal use of operators, charging of luxury cars, vacation
travel and-other personal expenses as business costs, an inordi-
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nate use of cash in payment of boarding home bills without sup-
portive receipts, little or no accounting of personal funds doled
out to boarders each month, excessive compensation to operators
and to relatives of operators, use of unlicensed satellite facilities
as way statlons for boarder-transfers that improperly increased
the cash flow info licensed homes of bigger SSI checks than war-
ranted, and the serving of cheap, substandard food even Wlule
the operators netted disproportionately large profits.

Due to the complexity of the issues involved, the Commis-
sion was obliged to extend its public hearings through an entire
week. In all, about 60 witnesses were questioned during the five
public hearing days--Monday, June 26, through Friday, June 30,
1978 Close to 200 exhibits were mtroduced

In a 260-page report issued in November, 1978, the Oommission
listed a score of recommendations to resolve basic problems caus-
ing the most serious abuses in the boarding home industry. De-
signed to expedite the development of more humane, seecure and
rehabilitative surroundings for elderly -and infirm boarders, the
proposals were submitted with a belief that they could be enacted
and Implemented realistically from the standpoint of available
personnel and limited funds.

The most mportant 1ecommendat10n called for centralization of
licensure and supervisory controls over boarding facilities. Since
the Commission felt that social services rather than health services
- should be the primary concern, it proposed concentration of con-
trols in the Department of Human Services that were divided
among three departments—Health, Community Affalrs and Human
Services.

The Commission noted that its proposal would center licensing
and monitoring obligations in a department which possessed the
.. most expertise in the area of social services. Moreover, the De-
partment of Human Services, through its Division ‘of Mental
Health and Hospitals, controlled the flow of de-institutionalized
~former mental patients from hospitals to the community. Such

individuals made up most of the boarding heme population which

demanded special attention.

25. ABUSES OF NEW JERSEY’S ABSENTEE BALroT LAw

This 8.C.I. inquiry was reviewed at length in the Commission’s
10th Annual Report for 1978, which contained an abridgement of
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public hearings held in December, 1978, and.reconimendations for
statutory reforms. This investigation also is discussed on P. 27
and Pp..31-32 of this Annual Report. -

26. INCORRECT INJURY LEAVE PRACTICES

An interim report on this subject was issued in January, 1979,
during the Commission’s investigation of questionable public in-
surance procedures by gover?nmental entifies. References to this
report will be found on Pp. 23-24 of this Annual Report.

27. - INADEQUATE SUDDEN DEATH INVESTIGATIONS

A separate public report to the Governor and the Legislature
was issued on this subject in November, 1979. Further references
to this in'tmiry are at Pp. 24-25 of this Annual Report.

28, QUESTIONABLE PUBLIC INSURANCE PRAC’I‘ICES BY
GOVERNMENTAL ENTI'I’IES

A three-day pubhc hearing on governmental pubhc insurance
procedures was held in June, 1979. A 367-page report was 1ssued
by the Commission on problems and abuses in this field in 1980.



APPENDIX I

" S.C.L STATUTE

New Jersey Statutes Annotated 52:9M-1, Et Seq.
: L. 1968, C. 266, as amended by L. 1969, C. 67,
1. 1970, C. 263, 1. 1973, C. 238 and L. 1979, C. 254.

< 52:0M 1. Creation; members, ap'pomtment chairman; terms;
salaries; vacancies. There is hereby created a temporary State
Comnussmn of Investigation. The Commission shall consist of
four members, to be known as Commissioners.

Two_members of the Commission shall be appomted by the
Govern(}r One each shall be appointed by the President of the
Senate and by the Speaker of the General Assembly. Each member
shall serve for a'term of 3 years and until the appointment and
qualification of his suceessor. The Governor shall designate ong
of the members to serve as Chairman of the Commission.

 The members of the Commission appomted by the President of
the Senate and the Speaker of the Geeneral Assembly and at least
one of the members appointed by the Governor shall be attorneys
admitted to the bar of this State. No member or employee of the
Commissgion shall hold any other public office or public employ- |
ment. Not more than two of the members shall belong to the same

pohtleal party. : -

Each member of the Commission shall receive an annual salary
of $15,000.00 until Jannary 1, 1980, when each member of the
Commission shall receive an -annual salary of $18,000.00. Each
member shall also-be entitled to reimbursement for his expenses
actually and necessarily incurred in the performance of his duties,
meludmg expenses of travel outside of the State.

Vaeanmes in. the Conmussmn shall be ﬁlled for the unexp1red
ferm in the same manner as original appointments. Vacancies in
‘the Cemmission shall be filled by the appropriate appointing au-
thority within 90 days. If the appropriate appointing authority
dees not. fill a vacancy within that time period, the vacancy shall
be filled by the Chief Justice of the Supreme Court within 60-days:
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A vaecaney in the Commission shall not impair the right of the
remaining members to exercise all the powers of the Commission.

Any determination made by the Commission shall be by major-
ity vote. “Majority vote” means the affirmative vote of at least
three members of the Commission if there are no vacancies on the
Commission or the affirmative vote of at least two members of the
Commission if there is a vacancy.

~ Notwithstanding the provisions of seetion 1 of this act (C.

52:9M-1) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term for which they were
originally appointed, the ferms of the members appointed after
December 1, 1978 shall be as follows: the first member appointed
by the G'rovernor, 36 months; the second member appointed by the
{rovernor, 18 months; the member appointed by the President of
the Senate, 30 m-onths.; the member appointed by the Speaker of the
General Assembly, 24 months. Thereafter, the terms of the mem-
bers shall be as provided in P.1.. 1968, C. 266 S.1(C. 52 '9M—1) -

52:90M-2. Dutws and powers. The Commission shall have the duty
and power to conduct mvestlga,tlons in econnection with:

a. The faithful execution and effective enforcement of the law:s
of the State, with particular reference but not limited to orgamzed
crime and racketeenng, : :

b. The conduct of public officers and public employees and of
officers and employees of public corporations and authorities;

c. Any matter concerning the public peace, pubhc safety and
public justice.

5,2:9M -8, Additional duties. At the direction of the Governor or
by coneurrent resclution of the Legislature the Commission shall
conduet investigations and otherwise assist in connection with:

a. The removal of public ofﬁcers by the Governor;

b. The making of recommendatlons by the Governor to any other
person or bowdy, with respect to the removal of public officers;

. The making of recommendations by the Governor to the Leg-
1slature with Tespect to changes in or additions to éxisting pro-
visions of law requlred for the more eﬁectwe— enforcement eff
the law; S - ST - S '
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- d. -Tle Legislatur‘e s.consideration of changes in or additions to
existing provisions of law required for the more effective admmlb—
tratlon and enforcement of the law. :

"52..'-.9M-4. Inuestzgatzon of M(magement or affairs of state depari-
ment or agency. At the direction or request of the Legislature by
concurrent resolution or of the Governor or of the head of any
department, board, burean, commission, authority or other agency
created by the State, or to which the State iz a party, the Com-
mission shall investigate the management or affairs of any such
department, hoard, bureau, commission, authority or other ageney;
provided, however, that if the Commission determines that the
requests for investigations from the Legislature, the Governor or

“the head of any department, board, bureau, commission,. authorl*y
or other agency created by the State or to which the State is a
party, exceed the Commission’s capacity to perform such investi-
gations, they may, by resolution, ask the Governor or the Attorney
General or the Legislature in the case of a Legislative request, to-
rev1eW those requests upon which it finds itself unable to proceed

. Within 5 days after the adoption of a resolution authorizing a
public hearing and not less than 7 days prior to that public hearing,
the Commission shall advise the President of the Senate and the
Speaker of the General Assembly that suech public hearing has
been scheduled. The President and the Speaker shall, after review-
ing the subject matter of the hearing, refer such notice to.the
appropriate standing cormmttee of each House. _—

-The Commission shall within 60 days of. holdmg a pubhc hear-
ing, advise the G‘rovernor and the Legislature of any recommenda-
tions for adlmmstratwe or Legislative action which they have-
developed as a result of the public hearing. , :

* Prior to makmg any recommendations coneer ning a bill or reso-
* lution pending in either House of the Legislature, the Commission’
‘shall-advise the sponsor of such bill or resolution and the chairman
of any standing Legislative Committee to which such bill or reso-;

lution has been referred of such recommendations. '

Commencmg in 1982 and every 4 years thereafter, at the ﬁlst
annual session of a 2-year Legislature, within 30 days after the
organization of the Legislature, a joint committee shall be estah:
lished to review the activities of the State Commission of Tivesti-
tion for the purpose of : (a) determining whether. or not P. L. 1968,
C. 266 (C.. 52 :9M-1 et seq.) should be répealed, or modified; and: (b)‘a
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reporting thereon to the Legislature within 6 months unless the
time for reporting is otherwise extended by statute, The joint
committee shall be composed of seven members, two.members to
be appointed by the President of the Senate, no more than one of
whom is to be of the same political party, two members to be
appointed by the Speaker of the (General Assembly, no more than
one of whom is to be of the same political party, and three memheérs
to be appointed by the Governor, no more than two of Whom shall
be of the same pohtma,l party. ' : :

No person may be required to. a,ppear at a hea.x ing or to testlfy
at a hearing unless there has been personally ser’ved upon: him
prior to the time when he is required to appear, a copy of P. L.
1968, C. 266 as amended and supplemented, and a general state-
ment of the subject of the mvestigation. A copy of the resolution,
statute, order or other provision of law authorizing the investiga-
tton shall be furnished by the Commission upon request therefor
by the person summoned. '

A witness summoned to a hearing shall have the right to be’
accompanied by eounsel, who shall be permitted to advise the wit-
ness of his rights, subgect to reasonable limitations to prevent
obstruction of or interference with the orderly conduct of the
hearing. Counsel for any witness who testifies at a public hearing
may submit proposed guestions to be asked of the witness relevant
to the matters upon which the witness has been questioned and the
Commission shall ask the witness such of the questlons as 1t may
deem appropriate to its inquiry. :

- A complete and aceurate record shall be kept of each pubhc
.-hearlng and a witness shall be entitled to receive a copy of his
testimony at such hearing at his own expense. Where testimony
which a witness has given at a private hearing becomes relevant in
a eriminal proceedmg in which the witness i is a defendant, or in any
subsequent hearing in which the witness is summoned to testify,
the witness shall be entitled to a copy of such testimony, at his own
expense, provided the same is available, and provided further that
the furnishing of such copy. will not pre]udlce the public safety or
secunty

A witness who {estifies at any hearing shall have the right at
the eonclusion of his examination to file a brief sworn. statement
relevant to his testimony for mcorporatmn in the record.

. The Commission shall notify any per, son whose name the Com-
-mission believes will be mentioned at a-public hearing. Any person
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whose name is mentionad or will be mentioned or who i§ specifically

“identified and who helieves that testimony or other evidence given

at a public hearing or comment made by any member of the Com-
mission or its'counsel at such a hearing tends to defame him or
otherwise adversely affect his reputation shall have the right,
either in private or in public or both at a reasonably convenient
time to be set by the Commission, to appear personally before the
Commission, and testify in his own behalf as to matters relevant
to the testimony or other evidence ecomplained of, or in the alterna-
tive, to file a statement of facts under oath relating solely to
matters relevant to the" testimony or other evidence e()mplamed
of, which statement shall be incorporated in the record.

\Iothmg" i1 this. section shall be construed to prevent the. Com-
mission from granting to witnesses appearing before it, or to
persons who elaim to be adversely affected by testimony or other
evidence adduced before it, snch further rights and prwﬂeges as
it may determine. . .

L 52:9M-5. Caopec_"ation' with law enforcement officials. Upon re-

quest of the Attorney General, a county prosecutor or any other
law enforcement official, the Commission shall cooperate with,
advise and assist them i in the performance of their ofﬁelal powele
and duties, - :

52: QM 6. Ooopemtum wzth I’edeml Government: The COHH’I]JS-
sion shall cooperate with departments and officers of the United
States Government in the mvestlgatlon of violations of the Federal
Laws w1th1n this State: :

52:9M-7. Examination nto law enfomeme*nt aﬁectwg other
states. The Commission shall examine into matters relating to law.
enforcement extending across the boundaries of the State into

-other ‘states; and may consult and -exchange .information. with

officers and ageneles of other states with respect to law enforce-
ment’ problems of mutLal eoricern to this and other ste,tes

- 52:90M-8. Refefreme of emdenre to other oﬁ‘icmls Whenever the
Commission or any employee of .the Commniission obtains any infos-
mation or evidence of a reasonable possibility of criminal wrong-
doing, or it shall appear to the Clommission that there is cause for
the prosecution for a crime, or for the-removal of a public officer
for misconduct, the information or evidence of such ¢rime or mis-
conduet shall. be called to the attentlon of . the Attorney. General
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. a8 sooh as practicable by the Commission, unless the Commission
“shall, by majority vote, determine thet special circumstances exist
which réquire the delay in transmittal of the information or evi-
dence.- However, if the Commission or any employee of the Com-
mission obtains any information or evidence indicating a reason-
able possibility of an unanthorized diselosure of information ot a
violation of any provision of this act, such information or evidence
shall be immediately broug'ht by the Com:rmsm on to the attentlon
of the Attorney General: : ‘ :

5.2 .9M -9. L'a:ecutwe dwector co'bmsel emplor Jees The Comlms
sion shall be authorized to appoint and employ and at pleasure re-
move an Executlve Dlreetor, Counsel Investigators, Aecountants,
and such other" persons as it may deem necessary, without regald
to Civil Serviece: and to determine their duties and fix their salaries
or compensation within the amounts appropriated therefor. Investi-
gators and accountants appointed by the Commlssmn sha]l be a.nd
have all the powers of peace officers. :

-~ 52:9M-10. Annual report; recommendations; other reports. The
Commission shall make an annual report to the Governor and
Legislature which shall include its recommendations. The Com-
mission shall make such further interim reports to the Governor
and Legislature, or either thereof, as it shall deem advisable, or
as shall be required by the (xovemor or by concurrent resolutwn
of the Leglslature

59:0M-11. Infocrmatw% to publw By such means and to SLGh
extent as it shall deem appropriate, the Commission shall keep the
public informed as to the opelatlons of organized erime, problems
of eriminal Taw enforoement in the State a,nd other activities of the
Commlssmn : -

- 52:9M-12. Addztwml powers; warrant for awest contempt of
cowrt ‘With respect to the performanece of its functlons, duties and
powers and' subject to the limitation contained in paragraph d.
of thls sectmn, the Commlssmn shall be authorized as follows:

“a.To eonduct any mvestlgatmn authorized by this.act at. any
place within the State; and to maintain offices, hold meetings and : -
- funetion at any place Wlthm the. Sta,te as it may deem neeessary;

“b. To conduct private and public hearings, and to designate a
member 'of the.Commission to preside over any such hearing; no
publie hearing shall be held excépt after adoption of a resolution
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by ‘majority voté, and no public hearing shall be held by the Com-
mission until after the Attorney General and the appropriate
county prosecutor or prosecutors shall have been given at least
7 days writfen notice of the Commission’s intenfion to hold such a
public hearing and afforded an opportunity to be heard in respect
to any ob;jections they or either of them may have to the Com-
mission’s holding such a hearing;

" ¢. To administer oaths or affirmations, subpoena mtllesses, eom-
pel their attendance, examine them under oath or affirmation; and

require the production of any books, records, documents or othev' -

evidence it may deem relevant or material to an investigation; and
the Commission may designate any of its membels or any member
of its staff to exercize any sueh powers;

d. Unless otherwise instructed by a I“esolutmn adopted bv '
ma30r1ty of the members of the Commission, every witness attend-
ing before the Commission shall be examined privately.and the
Commission shall not make public the particulars-of such examina-
tion. The Commission shall not have the power. to.take testimomny
at a private hearing or at a publie-hearing unless at least two of
its members are present at such hearing, except that the Commis-
sion shall have the power to conduct private hearings, on an investi-
gation previously undertaken by a majority of the members of the
Commission, with one Commissioner present, when so designated
by resolutlon :

. e. Witnesses summoned to appear before the Com:rmssmn sha,ll
"be entitled to receive the same fees and mileage as persons sum-
moned to testify in the courts of the State.

- Tf any person subpoena,ed pursuant to this seetion shall neglect
or refuse to obey the command of the subpoena, any judge of the
. Superior Court or of a county court or any Murnicipal Magistrate
may; on proof by affidavit of service of the subpoena, payment or
‘tender of the fees required and of refusal or neglect by the person
to obey the command of the subpoena, issue a warrant-for the
arrest of said person to bring him before the judge or magistrate,
who is authorized to proceed against such person as for a contempt
of court. : :

52:9M-13. Powers and dutzes fcmaﬁ‘ected Nothing conta,med in
Sections 2 through 12 of this act [chapter] shall be construed to
supersede, repeal or limit any power, duty or function of the
(fovernor -or any department or agency of the State, or any
political: subdivision- théreof, as preseribed -or defined by law.. .-
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. 84:9M-14. Request and receipt of assistance. The Commission
may request and shall receive from every department, division,
board, bureau, commission, authority or other agency ereated by
the State, or to which the State is a party, or of any political sub-
division thereof, cooperatlon and assmtance in the performance of
its duties. ‘

.82:9M-15. Disclosure foa*bidd_cfn,;- statements absol'wtely Privi-
leged. a. Any-person conducting or participating in any examina-
tion: or 1i1vestiga.tion who shall disclose or any person who, coming
into possession of or knowledge of the substance of any examina-
tion or mvestlgatlon, shall disclose, or any person who shall cause,
encourage or induce a person, including any witness or informant,
to dl,sc_Iose, other than as authorized or required by law, to any

-person other than the Commission or an officer having the power to
appoint one or more of the Commissioners the name of any-witness
examined, or any information obtained or given upon such examina-

~ tion- or investigation, except as directed by the Governor or Com-
mission,” or any person other than a member or emplovee of the

Comm1ssmn OT any person entitled to assert a legal privilege who,
coming into possession of or knowledge of the substance of any
pendlng examination or investigation who fails to advise the
Attorney General and the Commission of sueh possession or
knowledge and to deliver to the Attorney General and the Com-
mission any doeuments or materials containing such information,
shall be guilty of a misdemeanor until September 1, 1979 when
sueh person shall be guilty of a erime of the third degree. Any
member or employee of the Conmmission who shall violate this
section shall be dismissed from his office or discharged from his-
employment.

“h. Any statement, made by a member of the Commission or an.
employee thereof relevant to any proceeding before or investiga-
tive activities of the Commission shall be absolutely privileged and
such privilege shall be a complete defense to any action for llbel g
or slander. :

a. Nothmg contained in this section shall in any way prevent:_the
Commission from furnishing information or making reports, as
required by this act, or from furnishing information to the Legisla-
tire, or to.a standing reference committee thereof, pursuant to a
resolittion duly adopted by a standing reference committee or pur- -
suant to a duly authorized subpoena or subpoena duces tecum, .
provided, however, that nothing herein shall be deemed to preclude *
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the Commission from seeking froin-a eoiirt of competent jurisdie-
tion a protective order to avoid compliance with such subpoena or
© duces tecum. S ' :

. 52:9M-16. Impounding exhibits; action by Superior Court. Toon
the. application of the Commission, or a duly authorized member of
its staff, the Superior Court or a judge thereof may impound any
exhibit marked in evidence in any public or private hearing held in
connection with an investigation conducted by the Commission,
and may order such exhibit to be retained by, or delivered to and
placed in the custody of, the Commission. When so impounded such
exhibits shall not be taken from the custody of the Commission,
except upon further order of the court made upon 5 days notice
to the Commission or upon its application or with its consent.

52:9M-17. Immunity; order; notice; effect of immunity. a. If, in
the course of any investigation or hearing conducted by the Com-:
mission pursuant to this aet, a person refuses to answer a question.
or questions or produces evidence of any kind on the ground that
he will be exposed to eriminal prosecution or penalty or to a
forfeiture of his estate thereby, the Commission may order the
person to answer the question or questions or produce the re-
quested. evidence and confer immunity as in section -provided.
No order to answer or produce evidence with immunity shall be
made exeept by majority vote and after the Attorney General-and
the appropriate county prosecutor shall have been given at least
7 days written notice of the Commission’s intention to-issue such.
order and afforded an opportunity to be heard in respect to-any
objections they or either of them may have to the granting of
immunity. . . L
- b. If upon issuance of such an order, the person complies there-
with; he shall be immune from having such responsive answer
given by him or such responsive evidence produced by him, or.
evidence derived therefrom used to.expose him to eriminal prosecu-
tion or: penalty or to a forfeiture of his estate, except that suech
person may nevertheless be prosecuted for any perjury eommitted -
in such ansWwer or in produeing such evidence be prosecuted for
willful refusal to give an answer or produce evidence in accordance
with an order of the Commission pursnant to Section 13, or held
in contempt for failing to give an answer ot produce evidence in
gecordance with the order of the Commission pursuant to Section’
11; and any such answer given or evidence produced shall be
admissible against him upon any eriminal investigation, proceed-
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ing or trial against him for sueh perjury, or upon any investiga-
tion, proceeding or trial against him for such eontempt or willful
refusal to give an answer or produce evidence in aecordance with
an order of the Commission.

e If the Commigsion proceeds against any witness for contempt
of court for refusal to answer, subsequent to a grant of immunity,
sald witness may be inearcerated at the descretion of the Superior
Court; provided, however, that (1) no incarceration for Civil
Contempt shall exceed a period of 5 years of actual incarceration
exclusive of releases for whatever reason; (2) the Commission
may seek the release of a witness for good cause on appropriate
motion to the Superior Court; and (3) nothing contained herein
shall be deemed to-limit any of the vested constitutional rights of
any witness before the Commission. ' '

Any person who shall willfully refuse to answer a question or.
questions or produce evidence after being ordered to do so by the
State Commission of Tnvestigation in accordance with the act to
which this act is a supplement P. L. 1968, C. 266 (C. 52:9M-1 et seq.)
is guilty of a high misdemeanor until September 1, 1979, when such
person shall be guilty of a erime of the second degree. Notwith-
standing any other provision of law, no person imprisoned pursu-
ant to this section shall be eligible for parole or reconsideration
of sentence upon a showing that after imposition of the sentence
he testified or furnished the required evidence at a time when the
Commission’s needs were substantially met. Action against such
person shall ensue upon a complaint signed by the chairman upon
resolution of the Commission. Such complaint shall be referred for
prosecution to the Attorney General.

The trial of a defendant for an indictment made pursnant to this
act shall be stayed pending the disposition of any review on appeal
of the Commission’s order to testify and the indictment shall be
dismissed il the order to testify is set aside on appeal or if, within
30 days after the order to testify is sustained on appeal, the
defendant notifies the Commission that he will comply with the
order and does so promptly upon being afforded an opportunity to
do so. ' .

Any period of incareeration for contempt of an order of the
Commission shall be eredited against any period of Imprisonment
to which a defendant is sentenced pursuant to subsection a. of this.
section. “ _ o - - " :
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52:9M-18. Severability; effect of partial invalidity. If any sec-
_tion, clause or portion of this act [ehapter] shall be unconstitu-

tional or be ineffective in whole or in part, to the extent that it
is not unconstitutional or ineffective it shall be valid and effective
and no other section, clause or provision shall on aceount thereof
be deemed invalid or ineffective. '

52:9M-19. There is hereby appropriated to the Commission the
sum of $400,000.

52:9M-20. This act shall take effect immediately and remain in
effect until December 31, 1984. _
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