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52:9M-1. There is hereby created g State Com-
mission of Investigation, 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 General
Assembly, Each member shall serve for a
term of 3 years and until the oppeintment and
qualification of his successor. The Governor
shall designote one of the members to serve
.as Chairman of the Commission,

The memberé 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 attorneys admitied 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 S.C.l. Law

THE COMMISSION
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* Biographies







ORIGIN AND SCOPE OF THE COMMISSION

Despite the range and impact of the Commission’s
achievements, inquiries continue to be made about
its jumsdictwn the way it functions and its impor-
tance to a belter New Jersey. The Commission
believes this important information should be com-
veniently available. Accordingly, the pertinent fr.wts
“are summarized below. .

- The New Jersey State Commission of Investigation (S.C.1.) was
an outgrowth of extensive research and publie hearmos conducted -
in 1968 by the Joint Legislative Committee to Study Crime and
the System of (riminal Justice in New Jersey. That Committee -
was under direction from the Legislature to find ways to correct
. what was a serious and 1ntens1fy1ng crime problem in New Jersey,

Indeed, by the late 1960s New J ersey had the unattractive i image
of being a corrupt haven for ﬁoumshmg organized erime opera-
tions. William I". Hyland, who was At’rorney General from 1974-
1978, vividly reealled that unfortunate era in testl:mony before the
Gmremm s Committee to Evaluate the S.C.1. He sald in part:

Y.L, our state qulckly d_eveloped a national reputa-
tion as a governmental cesspool, a bedroom for hired
killers and a dumping ground for their victims.
Whether this was a deserved reputation was not
necessarily material. The significant thing was that _
__this became an accepted fact that serionsly under-
mined oonﬁdenee in state law enforcement A

The Joint Legislative Committee in its report issued in the
Spring of 1968 found that a crisis in crime control did exist in
New Jersey. The Committee attributed the expanding activities
of organized crime fo *‘failure fo some considerable degree in the
system itself, official corruption, or both’’ and offered a series of
sweeping 1ecommendat10ns for improving vauous areas of the
criminal justice system in the state.

The two highest priority recommendations were for a new State
Criminal Justice unit in the executive branch of state government

and an mdependent State Commission of Investigation, patterned
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after the New York State Commission of Investigation, now in 1ts
24th year of probing crime, official corruption and other govern-
mental abuses.

‘The Committee envisioned the propesed- Criminal Justice unit
and the Commission of Investigation as complementary agencies

in the fight against crime and corruption. The Criminal Justice
- unpit was. to be a large organization with extensive manpower
and authomtv to coordinate and ¢onduct eriminal investigations
and prosecutions throughout the state, The Commission of Investi-
gation was.to be a relatively small bit expert body which would
conduct fact- ﬁndmg investigations, bring the facts to the public’s
attention, and make recommendations to the Governor and the
Leg1e1atme for improvements: in laws and the operatwns -of

government e b

The Joint Leowlatwe Commlttee s recommendatlons prompted
1mmed1ate tupportwe legislative and executive action. New Jersey -
now-bag a Criminal Justice Division in the State Department of
Law. and Publie Safety and an independent State. Commission- of
Investigation® which is structured as a commission of the Legis-

" lature. The new laws were demgned to prevent any conflict between
the functions of this purely. mveqtlgahve fact-finding Commission
and the prosecutorial authorities of the state. The latter have the
reaponqzbzhty of pressing indictmexnts and other charges of v101a-
tions of law and bringing the wrongdoers tfo pumshment The
- Commission has the responsibility -of publicly exposing evil by -
fact-firding investigations and of recommending new laws and
other remedies to protect the integrity of the political process.

The complementary role of the S.C.L was emphisized anew by
the Governor’ s Committee to Evaluate the -8: CL**, which con-
ducted in 1975 a eomprehenswe -and impartial analysis of the Com-
mission’s record and fanction. The Committée’s members consisted

*The Bilf creut:ng thé New Jersey ‘State Commission’ 6f Invest:gat:on was | introduced
= 'April- 29,-1968," in the Senate, Legislative zpproval of that measure was completed
) September 4, 1968. The bill created the Commission for @n initial term beginnin
% January 1,71969, and ending” December 31, 1974. It is. cited as Public Law, 1 :
.. Chapter 266, N. J.'S. A. 52:0M-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
i Cemnuss:on for another term. ending December 31,1979, A bitl’ granting the S:CT.
-@n extension of its tenure for another five years until Decernber 31, 1984, gained. final
approva] by the Legistature and the Governor in December 1979 The fuil tcct of
Chapter 254, L. 1979, appears in Appendix IT on'P. 95.
** The Governor’s Committee to Evaluate the S.C.I. was created in April, 1975, by execu-
~* five order ‘of the Governor after the introduction in the Scnate of a bill to terminate
. the: 8.G:1: touched” oﬂ‘ a backlash: of public crmcxsm Thée measure . was. subsequentiy

w:thdrawn CalE

O D T b st e
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of the. }ate Chief Justice Joseph Weintraub of the New J ersey
Supreme Court, former Associate Justice Nathan L. Jacobs of that
same Court, and former Judge Edward F Broderick of the New
- Jersey Supenor Court,

That Committee in its October 6 1975, pubhc report reJected
summarily any suggestion that the 8.C.L. duphcates work of other
agencies. Indeed, the Committee said the record demonstrated
convineingly that the Commission performs a valuable function

and that there is continuing need for the S.C.I.’%s contrl’outmns to o n

both the legislative process and the executive branch. _ _
The Committee concluded that it saw no hkehhood that the need

for the S.C.I. will abate, and recommended amendment of the -

S.C.L’s statute to make the Commission a permanent rather than - 7
a temporary agency. In support of this statement the Committee
declared '

““Our evalnation of the work of the 8.0.1. convinces .
us that the agency has performed a very valuable
~ function ... The current public skepticism of govern-
ment performance emphasizes the continuing need for
a credible ageney to delve into the problems that - -

. plague onr institutions, an ageney which can provide
truthfol 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 likelikood that the need for the
S.C.1. will abate L . . ‘

To insure the mtegrlty 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’

end one each by the President of the Senate and the Speaker of

the Assembly, It thus may be said the Commission by law is

b1partlsan and by eoncern and action is nonpartlsan

The paramount ctatutory reeponmblhtles vested in the Com--
mission are seft i'mth 111 Section 2 of its statute. . This sectlon_

_provides:

2 The.....qunmissi.on....sha.ll-...haﬁe----the--- du-ty----and----power

to conduct investigations in connection with: =~ -



-Commission ;

Cpmeet (8) ‘The faithful execution and effective enforee-

‘ment of the laws of the state, with particular -
. referénce but not limited to- organized crime - -
and racketeering. S
~ (b) The conduct of public officers and public
- employees, and of -officers and employees of -
.-+ public corporations and authorities... . - -
 (¢) Any matter concerning the public peace; pub- o
©lie safety and publie justice.w =+ i T
The statute provides further that the Commissioh shall ‘conduet
investigations by direction.of the Governor and by coneurrent
resolution of the Legislatnre. The Commission also shall conduet
investigations of the affairs of any state department or-agency at
the request of tho head of s department or ageney.. . . .

- 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 ‘subpeena; and has authority fo grant immunity to .-
witnesses. " Although the Commission ‘does not have snd cannot
exercise any prosecutorial functions, the statute does provide for
the Commiission to refer information to prosecutorial authorities,
One of the Commission’s prime responsibilities, when it uncovers
irregularities, improprieties, misconduct or corruption, is to bring
the facts to the attention of the public. The objective ig to insure
corrective action. The importance of public exposure was put most
succinctly by a New York Times analysis of the nature .of snch a

- lap of a Distriet Attorney (prosecutor), arguing that
#77f he does not bring indictments, there is not much
7 the peoplescan do. . it T e T

b Somé people would put the whole business in the'

But this misses the primary purpose of the State = -

- Investigation Commission. Tt is not to probe outright -
40 eriminal aets by those in publie employment, That ig- - -
icthe job of the regular investigation arms. of the law, ...~

*As a legislative, investigative agency, the S.C.I is not unique, since Investigative .
agencies of the legislative branch of government are -almost a5 old as the Republic,
The frst full-fledged Congressional investigating committee ‘was established in 1792 to .

- "inguire into the causes of the failure of the last expedition of Major General St, ..

Clair.” (3 Annal of Congress 493—1792).
4"



- Instead, the Commission has been charged by the
- Legislature to check on, and to expose, lapses in the
Taithfu] and effective perfmmance 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 la.mty,‘
inefficlency, incompetence, waste and other failures in
the work for which it pays?
The exact format for public action by the 8.C.I. is subject in -
- each instance to a formal determination by the Commission which

. takes into consideration factors of complexity of subject matter

and of coneiseness, accuracy and thoroughness in presentation of
the facts. The Oommlssmn may proceed by way of a pubhc hearmg
or a publie report, or both. _

In the course of its conduct, the Commission adheres to the -
New Jersey Code of Fair Procedure, the requirements for which
were mcor_porated 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 witnesses ealled at private and public
hearings and for individuals mentioned in the Commission’s publie
proceedings. Such procedural obligations include a requirement
that any individual who feels adr ersely 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 aetxon, the Com-

mission analyzes and evaluates investigative data in private in
keeping with its obligation to avoid unnecessary stigma and em-
barrassment to mdwzduale but, at the same time, to fulfill its
statutory obligation to keep the public informed Wlth specifics
necessary to give credibility to the S. Cl’s ﬁndmgs and recom-
mendations.

The Commission emphasizes that 1ndlctments Whlch may resuit
from referral of matters to other agencies are not the only test of
the efficacy of its public actions. Tven more important are the cor-
rective legislative and regulatory actions spurred by arousing
publie ard legislative interest. The Commission takes particular

‘pride in all such actions which have resulted in 1mpr0ved govern-

mental operations and laws
5



- MEMBERS OF THE COMMISSION

The Commission’s activities ave been under-the:leadership of
Arthur 8.-Lang since -February, 1979, when he ‘was-designated as
Chairman: by: theén. Goveriior Brendan T. Byrue after his appoint-
ment to a second term as Commissionier. The 6ther Commissioners
are-JohnJ. Firancis;-Jr; Henry:S. ‘Patterson, IT; and -Robert J.
Del’ Tufo, who suceeeded Commissionér Lewis Kaden in-Mareh;
M. 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 Teappointed 1o the ‘Commission by* Senate ‘President Joseph
P: Merlino - of* Mercer! 'As ‘Chairman, he ‘succeeded 'J oseph H.
- Rodriguez of Cherry Hill; who had been Chairman ‘since 1973, -
A former state and fedsral judge, Mr. Lane has been & membos of
the Princeton law firm of Smiith, Stratton, Wise and Helier. 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 degreé at Harvard Law School.” He served in the
Navy during World War 1I. He became assistant Mercer County
prosecutor in 1947, Mercer County Judge in' 1956 and . 8. District
Court judge in 1960. By ‘appointment of the late Président Eisen-
hower. Mr. Lané i§ Chairman of the National Coureil on Crime
and Delinquency L e
- Mr. Francis, of Bedminster, is & partner. in the-Newark: and
Morristown law firm of Shanley and Fisher: '_From'1961"t011_963
he was an assistant U.S. attorney and from 1963 to 1965 he was'an .
assistant Hssex. County pbrosecutor. A graduate of Williams
College and the University. of Penngylvania Law School; he was
admitted fo the New Jersey State Bar in 1960, Mr. Francis, 46,
is the son of former Associate Justice John J..Franecis of the New
Jersey Supreine Court. He is a Fellow of the American College of
Trial Lawyers and of the American Bar Foundation.: He is Chair-

man of the Board of the Hospital Center of the 4 )ranges and has
also served as the President of the Village of South Orange. He'was
appointed to the Commission in February, 1979, by Christopher J,
Jackman, then Speaker of the General Assembly of New J ersey.

6



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 past president and -

continuing director of the National Association of Water Com-. . -

panies, member of the American Water Works “Association and

~past president of the New Jersey Utilities Association. He is a -

former mayor of Princeton Borough and past president of the
Middlesex-Somersei-Mercer Regional Study Council. He was
graduated from Princeton University and served during World -
War IT in the U.S. Army. e received his discharge as a first
lieutenant in 1946. He was appointed to the Commission in Febru- =
ary, 1979 by Governor Byrne and has been 1eapp01nt9d to anew .
three-year: term ' :

Mr. Del Tufo who was Umted States Attorney for New J ersey
from 1977 to ]980 was appointed to the Commission in March, 1981,
by Governor Byrne as Commissioner Kaden’s successor. He was re-
appointed by the Governor in December, 1981, to a full three-year

“term. A resident of Morristown, he is a member of the law firm of =

Stryker, Tams and Dill of Newark and Morristown. Prior to becom-.
ing the United States Attorney, he served as First Assistant Af-

torney General for the State of New Jersey from 1974 to 1977..

During a portion of this period (1976-77) he also served as the
Director of the Division of Criminal Justice in the Attorney
General’s Department of Law and Public Safety. His previous -
government service included Assistant Prosecutor (1963-65)
_ and First Assistant Prosecutor (1965-67) of Morris County and
a member of the New Jersey Board of Bar Examiners (1967-74).
Mr. Del Tufo, 47, was graduated from Princeton University in
1955 and from Yale Law School in 1958. He was admitted to
the New Jersey Bar in 1959 and, after serving as law secretary
to Chief Justice Joseph Weintr aub of New Jersey Supreme Court,-
engaged in the general practice of law for 13 vears pI‘lOI‘ to _
his designation as First Assistant Attorney General. He is a
fellow of the American Bar Foundation, a professor at the Rut-
gers University School of Criminal Justice, & member of the
Former United States Attorneys Association and the National
District Attorueys Association and a member of the Amerman,'

"~ New Jersey State and Morris County Bar Associations. He alsois - i

. a member of the Board of Trustees of Newark Academy and of the o
' Boald of Regents of St. Peter’s College. . :







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

.« . The feithful 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.. Law.

ORGANIZED CRIME PROGRAM

. '!.uhor-ReIc;ﬁons Proﬁteeri’ng
- by Organized Crime

~* 1981 Update







ORGANIZED CRIME PROGRAM

LABOR RELATIONS PROFITEERING By
OrGaN1ZED CrIME IN HousiNG CONSTRUCTION

1. General Introduction

The Commission on December 12, 1979, adopted a resolution au-
thorizing an investigation into: ' '

Whether ihe laws of the State of New Jersey are
being faithfully executed and effectively enforced
with particular reference to the wnfiltration of or--
ganized crime into the construction of residential and
commercial projects in the State of New Jersey; and
whether, and to what extent, unions involved in the
consiruction of said projects have been infiltrated or
affected by organized crime.

The Commission acted after its staff evaluated reports of pos-
sible organized crime activities in the handling of labor relations
at certain housing projects. The 8.C.1’s subsequent investigation
demonstrated that such ineursion into the recruitment of labor
and contractors at these projects did oceur and was largely attribu-
~ table to an organized crime network of labor agents that originated
‘in the era of mass honsing construction after World War II. The

activities of these agents coincided with the emergence of huge
housing developments as an economically feasible response to the
post-war housing shortage in the New York-New Jersey region.
The prospect of substantial profits from a large-scale easing of an
urgent social problem was appropriately attractive to financially
resourceful builders—a profit potential that also stimulated the
typical greed of organized crime elements for a share of the pot.
Further, the promise of expanded employment appealed to labor
‘unions with both a direct and indirect stake in the prosperity of
the eonstruetion industry— a promise that organized erime mem-
bers and asscciates with ties to certain unions typically con-
verted into a profiteering opportunity. This exploitation was
engineered by so-called labor relations consultants who for almost

two decades were controlled by the Brooklyn-based organized
0 _ ST



crime family of Carlo Gambino, now deceased As mass housing
construction accelerated, New Jersey began to attract numerous
developers whose success depended on preventing multi-million-
dollar construction hudgets from being crushed by unexpected
costs. At the same time trade union workers and leaders, stirred
by the publicity about these projects’ job opportunities, soon tested
New Jersey’s long tradition of open shop or nonunion employment
in the residential construction field. As a result of inereased resi-
dential construction in New Jersey, labor eonsultants beholden fo
another organized crime family, that of the New Jersey-based
Simone Rizzo (Sam the Plumber) DeCavalcante, became active
* during the late 1960s and early 1970s. Despite considerable public
exposure by the press and by federal and state investigations and
prosecutions, particnlarly between 1973 and 1978, organized crime- .
influenced labor consultants maintained a contmmty of labor rela—
tions profiteering for at least 30 years.

Although mob- influenced labor consultancy was evident at some
housing projeets in 1979 and 1980, the praectice has since declined,
This decline has been attributed to both a curtailment of residen-
tial construction caused by the recession and to the 8.C.1’s investi-
gation. Nonetheless, becanse of the virulence of labor agentry’s
organized crime heritage, the Commission is convinced that the
practice may only be temporarily muted and that the threat of a
resﬁrgence persists The Commission will continue its surveillance
. in this area and, in the meantime, submits this report of 1ts findings

as background f01 approprlate legislative reforms. :

1L O%gam'zéd Crime in Labor Relations

INTRODUCTION

During the past 30 years various organized crime-associated
individuals were active in labor relations consultancy at housing
. projects., Because of periodic but interrelated transitions from
one consultaney to another, the Commission deeided that a ehrono-
logical narrative would best serve the informational and educa-
tional purposes of this review. For further clarity, the chronology
ig divided into two parts—Part I dealing with activities of consult-
ants beholden to the Gambino organized crime family during the
1950s and 1960s and Part 2 focusing on DeCavaleante organized
crime family influences from 1969 to the present. - ‘

10



PART 1—GAMBINO CRIME FAMILY CONSULTANTS

At the outset, as noted, Carlo Gambino, who ruled an army of
- organized crime family underlings in the New York metropolitan:
area, was the behind-the-scenes kingpin of labor relations profiteer-
ing at mass housing sites, Two Gambino associates appear first
in this report—Henry (Harry the Horse) Saltzstein and Anthon
Palimeri, who used the alias of Tony Grande. _ o
Saltzstein, whose criminal record included econvietions for
burglary and bookmaking and indictments for forgery and grand
larceny, became active as a labor relations profiteer in the early
1950s. By 1952 he had become a labor agent for Levitt & Sons, Ine.,-
the nation’s first producer of huge single-family housing tracts,
ostensibly to shield the Levitt projects from labor union disrup- .
tions. In 1954, when Saltzstein incorporated the firm of SGS
Asgsociates in New York, Levitt continued its relationship with .
Saltzstein through SGS. '

- That SGS Associates was merely a corporate facade for orga-.
nized crime’s labor relations profiteering was demonstrated by the
inclusion of Gambino as a listed partner within eight months after
its incorporation. Despite its Gambino affiliation, SG8 survived -

_numerous legislative or criminal investigations until April, 1965, -
when the New York Times exposed its labor relations connections
with a prominent real estate company, several metropolitan hospi- .
tals, & number of national brand-name purveyors ¢f men’s clothing,
an upstate New York resort hotel, as well as with Levitt, “most of
whose massive building operaticns have been with nonunion labor.”

The New York Times article also noted in part:

“William Levitt, the builder, said through a spokes- -
man: ‘We learned about a month ago that the ‘G in -
the firm name was Carlo Gambino. We have since
been informed that Mr. Gambino will sever his rela-

- tionship i the very near future. e
“Mr. Levitt, one of the best paying customers of
8.G.S., has been dealing with Saltzstein since 1952 and
reportedly is paying $7,000 a month. Mr. Levitt once
said wn an wnterview: ‘Um not against unions, I just

think we can build houses faster without them.’”

Saltéstein quickly announced that SGS Associates had been - .
dissolved as of April 30, 1965, “because the bad publicity wasn’t

‘continue. 8GS’s business activities.
' 11



Tony Grande, who long had been associated with Sadltzstein as
a-Gambino mob contaet, remained Saltzstein’s pipeline to.Gambino
after the organized crime hoss withdrew from SGS.: During an
interview by S8.C.I agents, Grande recalled a- friendship with
(Gambino that dated back to the days when he taught Gambino to:
speak Fnglish. Although Grande denied knowing Gambino as. a
member of orgamzed erime and said he himself knew nothing
about organized erime, “made men” or the “syndicate,” snch state-
ments were belied by the FBT’s tape recdrding of DeCavalcante’s
conversations in 1964 and 1965 which include references to Grande
as a Gambino henchman. Grande also denied to the S.C.I. any con-
nection with SGS. However, the Commission was advised by’
various law enforcement authorities that Grande frequently dis-
cussed SGS contracts with Gambino and was observed at the SGS -
office and at meetings with Gambino and Saltzstein. Grande
eventually took over Saltzsteln s labor consultancy accounts after:
Saltzstein became ill and retired in the late 1960s. By 1970 Grande
had become part of a new labor relations company, Lab-Rel Con--
sultants, Ine. This company was formed by a Monmouth County
plumber, Ed Lubrano, to cloak his association with Gambino’s °
trusted friend Grande. Iubrauno later became an 1nforma11t fori
- law enforeement agencms, mcludmg the 8. C |

Lemtt c@ Sons ( 19505-1970s )

- Ernest Hurwitz of Montelair, a Levitt employee. from 1962 to.
_ 1967 became the company’s NeW York-New Jersey regional man- .
ager in'1964. Despite his rise to an important executive post with -
this mass housing builder, Hurwitz during his testimony at the

. 8.C.I could not recall when or how he came to know that Saltzstein
and SGS were employed by Levitt. He claimed he never digcussed

labor problems with Saltzstein and that his only meetings with him
were of a casual nature, “like in the hallway or something.” Even
Hurwitz’s under stardmcr of Saltzstein’s functmns, he testlﬁed was
an assumptlon based on hearsay K

“Q." Do you Enow—could You tell us why zt was that'ﬂ '
Levitt hired Saltestein as a labor relations consuliant?
A. Well, T would only assume that because Levitt
hired a tremendous amount of manpower through con-
" tractors. These were—those men were ‘very suscep-
.- tible to-becoming unionized and Levitt’s contractors
- - worked these men on a piecework basis, and I think = " ‘
years before when they. were building - Lewttown,

12 1



Pennsylvania, that there had been some picket lines
set up. I don’t know if Saltzstein was part of the
firm at that time, but there was some kind of a
problem during qales or something like that and tha.t’
Just hearsay

Hurwitz at one point in his 8. CI testlmony remembered that
he onee asked Saltzstein about h1s labor relations work but was

rebuffed:

. Do you know how it was that Saitzstein was able
to keep the projects nonunion? Do you know what he
did in order to maintain it nonunion?

A. No, no. I had no knowledge, and I had asked
him, but he said that was his business.

A]thoufrh Hurwitz indicated he did not know how long Levitt
nsed labor relations consultants after he left the company in 1967,
the Commission learned that the practice continued at least untll

1971, One witness, plumber I5d Lubrano, recalled that by 1969, - -

after Saltzstein retired, he had started Lab-Rel Consultants in
partnership with Saltzstem s assoclate (trande and that Lab-Rel -
acquired Saltzstein’s labor relations accounts, including Levitt.
The Commission confirmed that Levitt paid Lab-Rel through the
New York law firm of Mirken, Barre and Saltzstein (this Saltz-
stein was Harry Saltzstein’s son, Robert) more than $94,000
betweeny January, 1970 and- March, 1971, a time period which
coincides with the duration of Lab-Rel’s existence. Lubrano -
testlﬁed at the 8.C.1. about Levitt’s payment procedures:

Commisstoner Fraxcis: When they were monthly
payments, would they be hke progress payments? -

, Tae Wirwuss: Well, Levitt, for example, which was
a monthly payment, came through an attorney’s office
and then to-us. It is in the books. I think you have

them here. _ 7
 Commisstonsr Fraxcis: Did you ever submit requl-
gitions or Would your ﬁgures ever include requisi-
tions?
- Teg WirvEss: They didn’t have to be. They would

- .. just mail that check in clockwigse. 'The check was
- always there by the end of t]le month, I didn’t have :

10 hill Lev1tt

13



- Commissioner Fravcis: With Levitt where there
wag no written eontract, how wounld you arrange for
the method,and the timing of the payments?

Tae Wirsmss: Well, Levitt would ship a check to
Barre, Saltzstein, which was Harry Saltzstein’s son,
and Saltzstein just forwarded me the check. :
~ Commssiongr Frivcis: Why did it go through

"Barre? L ' :

TrE Wirness: That is the way Levitt had settled it
right after the first -investigation had started . . .
They used a lawyer to front it. - '

Commissibner Francis asked Lubraho to explain-why Levitt
did not have a written contract with Lab-Rel as it had with -
- Saltzstein: o : :

Tae Wrryess: Lab-Rel is a J ersey company and
Levitt’s money was coming out of Long Island, Great
Neck, to Saltzstein who was also in the same building
as Levitt, Tt was just a matter of carrying the check
upstairs and they forwarded our end of it, '

Comytssroner Fraxors: What would that have to
- do with whether or not you had a written contract?

Ter Wirwess Well; T really never had to do with
it. . They never set up a written contract for me to
sign. ' T signed all Lab-Rel’s contracts, but I never .
- signed Lab-Rel's and Levitt.  That money just kept
- coming in. ‘Nobody questioned it.. . . & - .

Rossmoor Leisure World ( 1965-1967)

-Rossmoor Corp. of California began constructing Leisure World
in Monroe Township in April-May, 1965. The vastness of -a project
that was to inelude 30,000 dwelling units, a golf course and shop-
Ping malls attracted much press attention and the prospect of .
thonsands of jobs suddenly materializing became apparent o trade .
unions., Work on the project had hardly begun when Local 35 of
the Bricklayers Union and Tocal 534 of the Laborers Union set
up a picket line that was soon Joined by the entire Middlesex
County Building Trades Council. As & result; Leisure World
construction virtually ceased. : - v

14



 Rossmoor’s employment of plumber Ed Lubrano as & _subcoil—
tractor prior to the strike coincidentally led to the corporation’s
hiring of Saltzstein and Grande as its Leisure ‘World labor con- -

sultants. Lubrano recalled in testimony at the' S.C.I. that he -

found himself facing financial difficulties when the picket line -
halted work at Leisure World.. He sought the advice of a New
York contractor, Ben Okin, who had long been his principal
plumbing materials supplier, Lubrano and Okin shared another
- bond: Both had ties to organized erime—Lubrano with the sea-
shore rackets hoss Anthony (Little Pussy) Russo of Long Branch
and Okin with associates of Gambino in Brooklyn. As a result of
Okin’s intervention, Lubrano met Saltzstein and Grande and they
asked him to arrange for their employment by Rossmoor. Lubrano
told the 8.C.I. that he thus became Salizstein’s and Grande’s “lead- -
ing lady” at Leisure World. Rossmoor subsequently hired -Saltz-

stein and Grande as labor consultants and soon afterward, on -
June 11, 1965, an agreement was reached on a collective bargaining .
contract and the picket line was withdrawn. R c

- Rossmoor’s labor consultants Saltzstein and Grande then helped
~ to negotiate contractual concessions that the corporation wanted -
from the Middlesex trade unions. For example, Harry F. Wilson,
“who was Rossmoor’s project manager in 1965, told the S.C.I. he -

 first met Saltzstein and Grande at a plumbers’ union local meeting -

in August of that year. Wilson testified that the union agreed to
let management decide how many foremen were to be designated =
for plumbing work at Leisure World, among other concessions.

‘When Commissioner Patterson and S.C.I. counsel asked Wilson®

about his reaction to rumors at the project that Rossmoor had
hired organized erime associates to handle labor relations, the
testimony went as follows: ' TR
Q. You had o indication whatsoever that Salte- - -
stein and Grande were connected to the mob?
A, Well, you eould assume that they did, yes. But
I'm not going to say the mob because I don’t know
what you mean by “the mob,” ' L
. Cosnursstonzr Parrerson: Well, you assumed that
they were apparently something other than just labor
" consultants? ' _ S C :
 Tag Wirxess: Correet sir. - T
" CommMIssIoNER PATTERSON: What did 'ypu_'assu_'m'e-'

they were?
15



-0 e Wirness? That they were ‘persuaders, lét me -~
CooUputit thatway..oo o - T L
. Althotigh some Rossmoor officials acknowledged only that Ross-
moor used labor consultants as a regular practice and "others’
admitted that Saltzstein’ and Grande were the consultants, no one:
would take résponsibility or identify who was responsible for hir- -
ing’thém. Rossmoor- officials also had only vague recollectiorns’
ahout how much Saltzstein and Grande were paid.. One executive,-
James . Cooper of J amesbhurg, who succeeded Wilson as Leisure
World mansager in 1966, was questioned at the 8.C.I about a
“personal” memo he wrote in October of 1967 specifying that
$50,000 had been budgeted for labor relations. Asked to explain
this $50,000 allocation, Cooper professed an inability to recall the
actual circumstances except that he assumed he was under orders:.
from Ressmoor in California. = o SR T
- Rossmoor ceased all construction under its own name at Leisure.
World by September of 1967.. However, Rossmoor resumed hous-
ing activity in New Jersey at a.later time but under different -
corporate anspices in which if retained a hidden interest—a device
that nullified the Rossmoor-Middlesex building trades ¢ompact and’
 efiabled .other “construction projects .to be. latmched under the.
protéction of sweetheart contracts. negotiated with & mob.eom.
trolled union.” Meanwhile, Saltzstein and -Grande sold their labor-
relations servieés to other housing builders in New Jersey. . -
.Boise-Cascade Building Co. (1967-1978) .. o
. !'Soon after-Boise Cascade Building~Co. began it mass- housing:
constiuction projects in New Jersey i the Fall: of 1967, it retained"
~ Baltzstein and Grande to keep its operations.nonunion;” A signifi.-
cant circumstance of Saltzstein’s and. Grande’s new labor relations
assignment was the previous. employment of three Boise-Cascade
officials by the Levitt company when it was capitalizing on the
labor influence of these Gambino associates. It was not diffienlt’
- for such corporate officers, whose careers depended on.the 'success
" of Boise-Casecade’s hogsing.endeayor,_to assume that a practice
Levitt had foind to. be worthwhile would also inure to. Boise-
~ Cascade’s ‘benefit. One of the three former Levitt employees was .
Ernest Hurwitz, who activated Boise-Cascade’s New Jérsey hous-
ing program with a project called Mill: Lake Manor in-Spotswood
in Middlesex: County.: When Hurwitz -began::negotiating with
Saltzstein and Grande, Saltzstein initially demanded- cash pay-
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. ments £6r His labor consultancy Hurmtz s testuuonv at t}le S C I
lncluded this exchange : S o

Q.- Did you ever Fiscuiss wzth Harry S’altestem the e
- fact that these payments would be made in cash with: -
the purpose of avoiding paying taxes on ‘Lt cmd the
fact that it would amount to a crime?

A. No, I didn’t discuss that at all with Saltzsteln

Records of the transactlous with Saltzstein. 1nd1cated that the.
final arrangements called for fees of $40 per house and a $1,000
retainer.” Althounh Saltzstein received payments from February,
1969, until Mareh 1970, he submitted only one invoice, for §750.
During that period. Saltzstein received $14,842 for the homes
erected at Mill Lake Manor and another $3,560 for the uits built
at Boise-Cascade’s Lakewood progect A Country Place, for a total
of $18,402,

- Hurwitz testified at the SCI about Saltzstein’s functlon on
behalf of Boise-Cascade:

Q. Se, essentmlh A thefn, Saltzstem was supposed to
mainiain your compa,ny n a ??»Ommzon Status? N

- A, Yes.

Q. Foras lo'ng as poss:ble?
A. Yes

When Saltzstom suffered a stlo]\e, Grande assumed his role as
Boise-Cascade’s labor consultant. Hurwitz reealled_that he'none-
“theless eontinued to pay Salizstein. However, just prior to Hur-
witz’s departure from Boise-Cascade in 1970, there was a more
substantive change in the Saltzstein-Grande operation.Hurwitz
was notified that all labor relations activities would -‘oe‘hainidled by
Lab-Rel Consultants, Tne,, and that this company consisted of
 Grande and Lubrano. Hurw1tz already knew Lubrano because he
had hired him as a Boise-Cascade plumbing subeontractor at
Saltzstein’s and Grande’s request. According .to Lubrano, when
Lab-Rel was dissolved in 1971 after the FBI began. 1nvest1gat1n0'
his and Grande’s act1v1t1es, the labor relations fees were ineorpo-
rated into.Lubrano’s plumbing contracts either through fictitious
invoices or by adding an extra payment on.the contracts: Lubrano -

insisted In hig S, GI testimony that this revised- procedure WS o

approved by Boise- Cascade. Payments totalhug mare than $20,000
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were paid to Lab-Rel untj] early 1971, when the Boise-Cascade
contract with the Grande-Lubrano firm was cancelled. R

builders in the state of New Jersey.

Q. Did they describe 1o you.what the nature of the
services provided under this labor relgtions contract
weref S '

A. To the best of my recollection, it was that it
kept us from being bothered by the unions.

Q. Did they explain to you how this service fune-
 tiomed, how it was that this contract could keep you
" from being bothered by the unions? o _

A. That the beople involved were well connected
with the unions and through this payment of money
to them, they acted on our behalf if the unions in-
tended to organize us. - They could intercede on our
behalf and they were Imowledgeab_le in the labor rela-
tions field. :

Q- Did Paul Burgess, Gone Pishkind or Desracl
Putterman or anyone else qtf Boise-Cascade ndi-
cate o you that the connections that Lubrano had

"~ A, Yes,



- Q. What did they tell you? o
A. They indicated they were connected with oxe of ~
the (organized crime) families. : :

Hopkins had known Lubrano for a year before he met the
plumber’s partner Grande. Lubrano arranged a luncheon at

- Brione’s, a known mob meeting place in Brooklyn, specifically for

the purpose of introducing Hopkins and Grande. As with other

erployees of Boise-Cascade and other builders in New J ersey,

this was one of several such introductory meetings with Grande:

at Brione’s. It was during these restaurant sessions that Hopkins

grew to fear Grande. In faect, Lubrano testified later in Federal

- Distriet Court that builders left Brione’s “soaking wet” with
. sweat, - : '

In the Spring of 1971, the parent corporation of the Boise-
Cascade Building Company decided that residential construction
in New Jersey was too costly and that it shonld sell out. By the
-end ‘of 1972 Boice-Cascade was in the process of selling its last -
holdings. o ' "

K aufmdn & Broad Homes, Inc. ( 1969-1973)

By the time Kaufman & Broad Homes, Ine., began housing eon-
struetion in New Jersey in 1969, Saltzstein had retired to Florida.
As a result, when Kaufman & Broad officials were told a labor

consultant would be needed, they turned to Lubrano’s and Grande’s

Lab-Rel company. The transactions that followed led to federal
indietments of Grande and Lubrano in 1977 for various extortion

and labor racketeering conspiracies against Kaufman & Broad “in .
return for protection from labor difficulties” at construetion
projects. : : C

- Luzbrano pled guilty and agreed to cooperate with the Govern-
ment against Grande and others. When he entered his plea, +
Lubrano described in Federal Court how he and Grande operated: -

Tas Cousrr: . ., Tell me exactly what you did, who
you did it with, and what happened. o

A, Well, sir, I had a plumbing corporation com- ,.
pany. I was a plumber in the plumbing business per-

at the time. I never knew him as Mr. Palimeri. Twas =
. offered a good piece of money to collect for labor.

19
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protection from unions' from different things, ".job
-stoppages and -whatnot on the jobs. At the time I
was pretty well out of funds. T Just came off of bank-

. Iuptey, starting back in business, and it intrigned me,

- We'did eollect money without a doubt for the labor -

Q. Tell me in miore detad] how gou went about this; - -

Toow the jmcméy.w;aszob'tain'.edf and how _the people were S

ot induced 10 pay it etel 0 . T o
s o AL T spoke to the people. I told them that they
. would beé protected in- every way, shape or form as -

“far as stoppages or union interfering or.whatnot on . ;. ‘
the jobs, which they knew about and we were talking' -

... about. For that, they paid me fifty dollars a house,
o which I -collected either— "~ " .
ST Qe Who paide”

e,

out in cash or many other ways.

Q. You go:'t. ﬁfty dollars a house, an.ci"diﬂ you éhdé’e
- fifty dollars a house with:Palimeri? R

A. I shared twenty-five dollars with Mr. Palimeri . ..

and twenty-five dollars T kept in the business. . e

Q. In other words, were any - of these wvictims

',tkreatened with labor unrest. or labor difficulties, or
o :t.hreatened..wz't-h-;a,ny untowari event of any kind, if - ..

" they didn's pay the money?

A. At different times, yes, sir. T did.'{ﬁﬁifeéfeh fh_éni e

that payments were slow or not timely, S
T How did you and M T, 'Pdli?‘n;e'm"' get the clout o

- effectuate . these threats? What was. there about yoy -

two that would make. people pay you money? -
AL Nothing. about me, sir. ‘But Mr. Palimeri was
known to have clout for many, many-years, He was g
contact with big people and people knew about it. -

Q- And then the mere mention of his name induced
‘these people to come across with the moneyf
- A. That’s all it took . , IR
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Q. You knew that was wrong? - :
- A T knew, yes, T did, I am sorry, your Honor, T
made a terrible mistgke. I got myself—I got myself
convieted for life, ' S
‘On June 16, 1977, Grande received a three-year prison sentence
on each of two counts, the terms to be served concurrently, and a
$5,000 fine. On July 12, 1977, Lubrano appeared for sentencing
and received the same custodial term and fine as Grande, Lubrano
cooperated with the S.C.I. while he was in custody and after his
release, _ o \ : -

" PART 2—DECAVALCANTE CRIME FAMILY CONSULTANTS -

‘When Saltzstein and Grande were utilizing Gambino’s under-
- world power at New Jersey housing sites; their activities consti- .
tuted an extension of New York-based labor consultancy services
primarily for New York and other clients who had no New J ersey
origins. Because of the “respect” that harmonized the dealings
- of erime bosses with adjoining but sometimes overlapping jurisdie-
tions, no crime family conflicts developed between Gambino in
New York and DeCavalcante in New Jersey. By 1969, however,

DeCavaleante’s erime family members and associates emerged as
a separate source of influence over labor relations at certain hous.
ing sites. 'An apparent factor in this transition was the decision
by some out-of-state builders to establish New .J ersey companies o
and subsidiaries to initiate new projects or to expand existing
projects in this state. Although such corporate actions sometimes
were legal fictions masking continued eontrol by the parent corpora- .
tion, they nonetheless reduced DeCavalcante’s deference to

Gambino, - ‘ : : L

The inereasing influence of DeCavaleante’s associates in labor
relations profiteering was marked at the outset by their use of the
Warehouse and Industrial Federated Union Local 242." Although
this so-called “paper local” boasted a legal charter, little else
Jjustified its existence since it maintained no stable membership
rolls or dues collection procedures. Its primary funetion was to -
provide labor and other services for mob-controlled companies.

The Commission’s Inquiry indicated that Grande orchestrated
the use of a Local 242 as & labor relations guise with®J oseph
(Whitey) Danzo, then of Piscataway. Danzo was- president of the
loeal in 1969 when Guardian Development Corp. was created with -
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Rossmoor’s assistance to complete the first portion of its Leisure
World project. ‘Guardian signed a “collective bargaining” agree-
ment with Loecal 242 to avoid being subjected to a Middlesex Trades
Couneil labor contract such as Rossmoor had been forced to sign.
Danzo’s Liocal 242 subordinate was another crganized crime
associate, Frank (Tiger) LaVeechia. According to Lubrano,
LaVecchia was to Dango what Lubrano had been to Grande—at
the outset a friend, an errand boy, a chauffeur and a labor con-
federate, and later a deal-maker capable of mob-type labor éon-
" sulting in his own right. ’

Danzo’s underworld credentials ineluded personal family ties of
- considerable organized crime repute. He was a cousin of Frank
Celano, a member of the Geneovese crime family, and was con- .
nected to the Colombo crime family by his daughter’s marriage to
the since-deceased Salvatore (Fat Sal) Profaci, Jr., a real estate .
salesman who was the nephew of crime boss Joseph Profaci.
Danzo’s son-inlaw was a cousin of Joseph Profaci’s son, also
" named Salvatore Profaeci, a resident of Holmdel and a publicly
identified member of organized crime. When Danzo moved to New
Jersey from New York in the 1950s, he and DeCavaleante instituted
various labor racketeering. schemes, including the utilization of

 Local 242 for negotiating sweetheart contracts whereby certain

- employers—including mobsters—benefitted at the expense of work-
~ ing men and women. ' :

LaVecchia’s organized crime links are confirmed not only by the
- DeCavalcante wiretap transeripts but also by other law enforce-
~.ment intelligence sources available to.the S.C.I. LaVecchia became
~Danzo’s friend.in the late 1950s when he ran a bookmaking opera-~
 tion_in Union County. LaVecchia hecame a business agent for

= Danzo’s Localr 249 in 1969.

~ Rossmoor and Local 242

" Lubrano told the 8.C.I. that Rossmoor’s president Ross Cortese

continued to construct Leisure World for 18 months after signing
the 1965 Middlesex Trade Unions’ agreement but that “it was rough
all the way.” When Rossmoor finally decided to sell out, he said,
it was persuaded by Grande to use Danzo’s Local 242 to break the
'Trade Union Council’s contractual grip on Leisure World. Lubrano

* testified:

A. Eighteen months later, this Cortese was told at



i somie meetings—1 was told* directly by Mr. Grande
- what was happening. They shut the job down, let it

- cool off-for a year and come back nonunion, He had
given them what they promised and now he could

- come back as'a small housing job, one section at a time
~and get away from that publicity, P L

Q. And,,tkerefofe; wished to g_e.t'..tke '_Mians out
. of his operations? - ST
" A. Outof his operation, -

. Q. How was that armngement-'redcﬁed?_.. Co
A. Well, there was g ‘meeting between Tony

Grande, myself, and Whitey Danzo, who owns that

local.

Q. What was discussed?® S
‘A. That Whitey, which is Mr, Danzo, would pro-

ceed to take over the labor relations end of it, and we . -

would ‘completely back out and disappear and one. ' -
. third of the fee would come to New Y_qu.".. _ S

Q. You said that Cortese later came back doing
business under another namel - .- . E

A. He had formulated Guardian Development. He
- put Aaron Cross to represent it and Mr. Grande told- -
.me Cross had bought Flor,_sga_tt_e_r_()om_ljcry__(}lub from
'Corte_sé.: T e e IR

Q. Was there a formal executed document? '
A. The faet that he had his charter, If you learn
the unioh setups, once you got a good local and s
charter to operate, the charter has to be respected. - - -

Q. In other words, the other union, the other inter- I

‘nationals, would respect the fact that Danzo was the _

union’s representative for g certain group -of ‘em-
- ployees and they would not invade his territory®.
A, Right, SR e :

Q. Who else was present be.éides tfze three of ybu? S |

A. Tiger LaVecchia at one time, That’s Whitey’s

" man, Also, & conple of the building trades, the geners] .

people that were affected here and there. Th ey were
told the job Was'goipg' to quiet doyv_'n.a S
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Rossmo_ér and Guardian Development Corp. '

On October 24, 1968, an agreement was reached by Rossmoor
to sell the Village One section of its Leisure World Project at the
New York law office of Solomon Eisenrod. The sale, it was agreed,
would be made to a new corporation, Guardian Development, with'
Eisenrod as board chairman, and owner of almost two-thirds of its.

. stock, and with Rossmoor employees Cooper and Aaron Cross
splitting most of the remaining stock as president and vice presi-

- dent respectively. A sequence of complex transactions ensued
“that, according to the 8.C.1’s review of pertinent documents, was
designed to hide the actual ownership by Rossmoor of a one-third -
interest in Guardian Development. This conclusion was supported -
by testimony at the 8.C.I. of Cooper, who had been Rossmoor’s
Leisure World manager. Cooper testified in part:

Cmamrman Lane: Rossmoor allowed you to go into -
this arrangement according to your testimony, with-
~out any risk at all on your part exeept your time and-

~ they had nothing to gain?. '

Tre Wirness: Sure, they did. They were going to
own the stock, which they ultimately did wind up with -
the stock. But that’s true. I was allowed to get into
it with nothing exeept my expertise, which I consider -

-worth a lot of money.. o -

Q. In other words, you were simply o middleman .
between the Rossmoor Corporation in California and
~ "the Guardian Corporation in New Jersey? o
A. I don’t know if I like the use of the word
“middleman.”” You know, I don know what that
© means. " B ' '

Q. How about if we use the word “straw-man” ?
A. That doesn’t suit it either.

Q. Thatis coénmonly%f your name is on the stock
but it’s their investment, do you understand that to be

a straw-man situation? -
A, Use the term you want to. To me, it’s not.

important. |

- concealed not only to prevent any continuing burden of Rossmoor’s

o5

Gogper..Conﬁ.rn]ed.......tha.t....Rossn‘]_oor’.s.ﬁ.i.nterest....in...Guardian....was_........ S,



~ 1965 agreement with the trade unions but also to pave the way for
the Guardian to contract with Danzo’s Loecal 242, thereby barring
AFL-CIO unions from negotiating a new agreerment. Cooper’s
testimony demonstrated that the Local 242 contract gave Guardian
the appearance of operating a unionized project. As a result,
whenever. a business agent from a Trades Council union visited
him, Cooper testified he could say he “was signed with 2492 and . ..
they left me alone.”. S T : o

Although Gambino’s man, (rande, was supposed to have ceased
his labor relations activities for Rossmoor when it discontinued
construction at Leisure World in 1967, his reappearance at the
project as Rossmoor was selling it and his later labor relations
work with Lubrano were deseribed to the Commission by Lubrano
and Cooper and corroborated by the S.C.L’s own investigative

. fihdings, _

Rossmoor and Aaron Cross Construction Co.

In February, 1971, the Rossmaoor Corp. created Aaron Cross
Construction and transferred to it a 620-acre piece of its Leisure
- World project. Cross Constraction. Wwas even more dominated by

Rossmoor than Guardian Development had been and for the same
reasons: To assure that its 1965 collective bargaining eontract with
ihe Middlesex Trade unions - would not be a earry-over ohligation
and to enable Cross Construction to also negotiate a self-serving
Jabor agreement with Local 242, ' IR

Rossmoor’s ‘control of Cross Construction is demonstrated by
the manner in which it was created and-administered. - Cross, who
‘had worked for Rossmoor singce 1959, began looking for other em-
ployment. while he was acting for Rossmoor as vice president of
Guardian Development. Rossmoor’s Ross Cortese suggested that
Cross complete the development of Leisure World, aecording to
Cross’ testimony at the S.C.I, and agreed to lend -him money from
" which he could draw an annual salary of $35,000, Rossmoor
drafted the option agreement transferring Leisure World acreage
to Cross'and the site plan for its dev‘eloprﬁént; Rossmoor’s control
- of Cross Construction was confirmed by - Cross -in his S.C.L _
. testimony: - L e :
Q. Is it a fair statement to say Rossmdor owned

‘the land, financed the construction and had complets
control of the project and actually hired Aaron Gross —
Construction as the general contractor on the job2. = .

A, Yes,
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Q. A%d you were answemble to the clwtates of
Lossmoor?
A Oh, sure, -

Aaron Cross C’onstructwn Oo and Local 242

Aaron Cross first met Local 242’s Danzo and LaVecchla while
he was vice president of Guardian. As a result, when Cross Con-
struetion Co. was formed, Cross asked Danzo if he would also
handle labor relations at Cross’ Clearbrook projeet. Cross testified

~at the S.C.L about his new connection with Local 242:

Q. When you forried your own company known as
Aaron Cross Construction Company, did you also take -
the same steps of signing a contract with 2422

A. Well, not as such. When Ross offered me—and
if I could get something going with it and I just saw
Joe on a daily or whatever two-day basis, I asked him
if he was going to handle the labor over in 242 for

me, too, and he said, yes. In other words, we didn’t"

have a meeting and sit down and have the agreement
and hash over an aoxeement or anything 11Le that. -

Q. Well, you asked Joe Danzo, “Would you handle
- the labor on my new pmgect?” Correct? :
A, Yes. : ‘

Q. And he agreed to do s0. C’owect?
A, Yes. :

Q. And by ?éac;"ﬁazg' "ﬂfat ag'reéﬁie’izt""@jbﬁ'é'_e'c"eived .
the same benefit that Jza'n Cooper had received at

Guardian.. C orrectd
A. Correct.

| The Local 242 “Umbrella”

As with Guardian, Cross Construction could operate on a non-
union or open-shop basis, ignore the various trade unions in seek--
ing competitive bids from subeontractors and award the contracts

to the subecontractors who emploved. 'nonumon'workers

‘t’eetiﬁed“th&t"t‘]i‘é""‘ﬁb"hﬂ2 2 eotitraet served B8 AT umbrella sanc-

- tmrned bv fecerCul labor law agamst the trade unions:
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- Q. Theé question really is: What makes, wn your
opInion, 242 so much more effective for the contrac-
tor’s purposes than the building trades? o

A. Because you are hiring qualified—yon were
hiring qualified subcontractors. ‘Bither they were
already members of Local 242 or you put them in
Local 242, :

Q. What yowre really saying, then, I guess, is that
under 242 you could select, in effect, the workmen first
and then put them into the union? _ :

A. In other words, Like when I was supplying the
job—what you’re saying is absolutely correct, "

Q. Under the building trades, you had to accept
whaotever workers were sent 1o you from the building -
trades? ' o

- A, Yeah, generally speaking. Doesn’t work exactly
like that, but that’s close enough, :

Q. Isit fair to say that signing a contract with 249
really had the sole purpose of keeping the Building
Trades Council off your back? Lsn’t that what you
meant. by using . the umbrella provision of the Taft-
Hartley Act? DR :

A. That’s eorreet.

Backgrowzd of Local 942 ... _ __ .

 In an effort to determine the validity of staterments by various
labor union witnesses that Local 242 wag a sham union designed
only to benefit employers at the expense of workers, the: Commis-
sion questioned Kenneth Friedman of Merrick, N, Y., under a
grant of immunity. Friedman was s top officer of Local 242 from

- 1971 to 1976, when it went out of existence. According to- Local

249’ meeting minutes, Friedman became its business agent in

May, 1971, and its president on May 23, 1972, .after Danzo had : |

- Tetired as president on October 15, 1971, Friedmar recalled at the
- 8.CL. that he discovered potential illegalities in Loeal 242’5 files
and investigated the Guardian and Cross Construetion contracts
with the local. As a result of this inguiry, Friedman said he
determined that Loeal 242 was not representative of the workers at
Guardian’s project and at Cross’ Clearbrook. He testified that no
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. wnién. shop stewards serv1ced thelr centraets, that’- ng- one 'ettled
- grievances, that- ho pension or hospltahzatlon benéfits ‘were- being
pa1d that the contracts.did. not require employer éontributions fo¥
- these’ purpoSes,- that dues were- being: received- from - employe
~_without. checkoff: authotization cards, among other: deﬁelenca

‘ Frledman said he subsequently “terminated”’ the_ Loéa1_242 o

payoﬁ the - Comrmssmn learned that Danzo i ,Miajl_‘eh ‘97&
. acquired a parcel of more than:31 acres-of land-from’ Rossmo
. at a price that was $49,000 below its $79, 000 market value. Some

: with Guardian’s help and other buildefs and- subcontractors heljied
- Danzo-develop-the tract as a horse farm: The 31-acre plot, partof .. .
the orlgma] development that Rossmoor had planned m_1965 had

declsmg te buy 1t

Mlchael Guermero, the vice president of Cross Constructionwho .
- dls0 was Rossmoor’s'agent in selling its' remaining landholdings, = = . .-
testified that he did not know how, when or why Dangzo »undertook P
the transactions involving the 31 acres he eventually bought fora -
~nere $30 OOO Follomng,are excerp‘ts from Guernero testlmony .

Q Mr Guermefra regardless, freally, of wke

. Danzo exacily expressed an interest in this propeﬂ"t

- one thing. stands clear:. Joe Dango was your wumnio

- representative af the time you eccecuted that lease
. anth him! Isthat cowect? L

o A Local 242 Was, yes.:

S Q And wasn’t J oe Dafnzo the umon representatw
from Local 2428 .7+, ~, A
A I beheve so, it

interest of any sort?
A NO. ‘,_ a E_'E --.a




" Between the time Danzo signed the lease-option agreement in
1972 and bought the farm in 1976, about $75,000 worth of improve-
ments were made on the parcel, including a half-mile race track, a
stable with 89 stalls. and attached office, a rail fence along the
entire perimeter, as well as curbing, road widening and sewer
lines. The Commission’s review of Danzo’s financial records dis-
closed expenditures of only $12,000 by him on the horse farm-
between 1972 and 1978 and corroborated testimony that various
Guardian and Cross subcontractors made most of the improve-
ments free of charge or at reduced cost. Sammnel A. Smith, opera-
tions manager for Guardian since 1971, identified five subcon-
tractors who worked both on Guardian’s projeets and on Danzo’s
home. Cooper at first denied and then admitted authorizing
invoices for work and materials at Danzo’s house to be processed
- through Guardian. He testified that he was willing to do a favor
- in return for a favor—the favor in this ease being the Local 242
confragt. - i o o o

" Danzo and LaVecchia as Labor Consultants (1971-1977)

. Danzo and LaVecchia abandoned Local 249 as a labor relations
mechanism in 1971-72 and began to Le retained as a team operating
through a LaVecchia company known as Relative Land Associates,
although they also used other similarly named companies for the
receipt of fees. Danzo was regarded as LaVecchia’s superior, even
though LaVecchia made most of the field contacts, but they
generally shared their fees until advancing age and increasing ill
- health began to overtake Danzo in 1978. Danzo died in 1981, = =

- The first client of Danzo and LaVecchia as individual labor con-
sultants was the Texas-based Lineoln Property Co., in. May, 1972. -

Lincoln Pmpefrty_ Co. at Princeton M eadows

Aaron Cross, whose Cross Construetion Co.’s Clearbrook project
was still operating under its “sweetheart” contract with Local 242,
led Danzo and LaVecchia to Tinecoln Property Co.’s Princeton
Meadows project in Plainsboro. This contact was arranged when
Operating Engineers Loecal 825 established a picket line at
Princeton Meadows shortly after construction began. The appear-
ance of pickets surprised Daniel M. Murphy of Holmdel, who had
come to New Jersey in 1969 as Lincoln Property’s regional viee
president, since he had bheen under the Impression that residential
- eonstruction in New J ersey was traditionally nonunion. Murphy
-asked Cross for help and Cross arranged a meeting with Dangzo
- and LaVecchia. Aecording to Murphy, he then negotiated a verbal
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agreement to employ Danzo and LaVeechia as his company’s--.- '
labor relations consultants and to pay their fees to Relative Land -

Associates. -About a week later, the picket lme at Prlnceton_- S

Meadows was removed.

~ The Lincoln Property Co.’s ﬁrs labor relations 'pajrments 6011_- ke
_ SlSted of $2,500 in two checks, dated May 24, 1972, to Relative .
Land. During the next five years, Lincoln Property made pay-

ments of sizeable but varying amounts to LaVecchia, Danzo or =

Relative Land for labor relations services at Princeton Meadows

——totaling more than $174,000. Murphy testified at the S.C.I. that =

he knew very little about what Danzo and LaVecchia did to earn

~ these fees beyond “discussions in the field” but he eredited them

with maintaining an “umbrella” against labor union difficulties. -

Lincoln Property and certain. subcontractors at’ Prmceton ,
Meadows also provided Danzo and LaVecchia with additional cash -

and other benefits. Claus Raven of Rand S Landscaping, an earth- '

moving contractor on the project, made five payments totalling

- $16, 000 either to LaVecchia or to Relative Land. Raven told: the L
S.C.I. these payments were supposed to assure that LaVecchia
would resolve prospective labor problems, The masonry company - - ..

at Princeton Meadows, Kon-Form Contractors, Ine., not only gave -
$1,500 to LaVecchia but also performed about $6 000 worth of -
cinder block work on Danzo’s horse farm. A Kon-Form owner
 testified at the 8.C.I that the $1,500 was reimbursed by means
_of a fictitious invoice to Lincoln Property and that most of the bill -

for the masonry work at the farm was paid by Lincoln Property

rather than by Danze, also through a fietitious invoice. - -

Aaron Cross: Coazstmctwﬂ at New World

‘Once Danzo and LaVecbhla, made the transition from union - .

representatives to labor consultants, they maintained the latter

function even with a company—Aaron Cross Construction—that

slready had a Local 242 contract. By 1973, Cross Construection -
had expanded its operations to a project in Hvesham Township -

(Burlington County} called New World, When Cross asked Danzo-
and LaVecchia to extend the Local 242 contract at Clearbrook to- . -
cover the Iivesham project, they advised him that he could receive

the same services Local 242 had provided by hiring them individ-
- ually as labor consultants. Cross did so-on March 7, 1973, and paid

th"em through Relative Tiand ~Associates—almost- $15 000 over the

- mnext twelve months. (The New World nlo;ject at Evesham was
_actuelly owned by the Rossmoor Corp.). S
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#"Dover Heights and Village Harboyr - -~ DI
" Having extended their labor consiltancy bisiness 1into, Sputh
Jeétsey, Danzo a1id LaVecchia begdn Secking additional consultancs:
work in that part of the state, One of their tastics ifi this expansion
was to confront builders with actual or threatened work stoppages
and then promote. their availability as problem solvers; They
promoted this ruse first at the Dover Heights projeet in Dover.
Township (Ocean County). The Dover ‘Heights scheme failed to
produce a payoff to Danzo and LaVecchia but it set a pattern. for
& more remunerative deal at Village Harbour, the Lincoln Prop-
érty-Co.’s project in Manahawkin, alsoin Ocean County.m = -
" "The Dover THeights project, originally kmown as * Cadillae
Heights, was purchased-and renamed by “Joshua A. Popkin in
1972. Popkin told the New Jersey State Police and later the S.C.I.

 thatin early Deecember, 1972, hé was visited by LaVecchia’s friend;

landscaping contractor Salvatore (Sam} Searpulla, who was seek.
ing work.- As part of his sales pitch, Searpulla said if he got the
Dover Heights landscaping contract the project would mnot. have
Iabor . union problems: - Popkin responded- that “he- would keep
Searpulla in mind. ‘A day-or two after Christmas Scarpulla again _
Visited the project; this time with James P. Patterson, a representa-
tive of Local 1107 of the Carpenters Union. This time Scarpulla”
. and Patterson told Popkin that he must sign a .union confract or
. he-would be picketed. On December 28 & picket line appeared at the
project, remained for a few days and then disappeared.. About two
weeks later, Popkin was visited by LaVecchia, who introduced
himself as.a labor relations -consultant, LaVecchia. told Popkin
he "was responsible. for removing the picket line and that if a -
similar situation ever developed, Popkin should give him-.4-call.
Popkin said he never called or utilized LaVecchia. Having obtained
Patterson’s personal. diary, the S.C.L “established that . this
Carpenters Local 1107 agent maintained a eonstant liaison with
both  landscaper Secarpulla and labor consultant _LaVecchia,
Patterson testified at the S.C.L that Scarpulla and LaVecchia con-
~ trived the picket line scheme in an attempt to intimidate Popkin.-

- The Village Harbour project, originally called Shelter Bay, was
- acquired and renamed by Lincoln Property in March, 1973, Jay. ©. -
- Cranmer, an operating partner of the compary, was in charge of
this. Manahawkin project when pickets appeared on May 12, 1973;
according to the personal diary and other doecuments obtained from
Patterson, the same Carpenters Local 1107 business agent who.hagd

- confronted Popkin with a picket line at Dover. Heights..-Cranmer



T testified 'a-t.' the S ¢i 'tha’c :he.;ea'lleﬂ 'Le.Ve'e'chlé'; ﬁrho.se name he

- had" solved labor problems ai” Lincoln Property’s” Princéton
- Meadows project. Cranmier asked TiaVecchia to talk to the pickets

w  or theirlegders. According to Pattersons diary, the’ pleket line wasg

2 Temoved May 22, the day that Patterson attended a reeting with.
“ . Lineoln Propertys construction’ manager. and LaVecchia at the
. projeet. . It was not a coincidence that LaVeéechia- attended this -~ .
"~ meeting. The day before the pickets disappeared, Cranmer made. -

“his first labor consultant’s payment, of £15, 000 to LaVecclna a,t

Vﬂlage Harbour SRR :

" realize LaVecchia was prompting him to ereate labor strife at hous-
. ing projects only so LaVecchia could be hired as a labor consultant

ceded LaVecchla s ploys made h1_m feel “lcmd of rldlculous o1

sades of the fence.
A, "Well, évidently
but I dldn’t at that time

now now he was;.

: 3 it was well settled
'on this record that the time he was. encouraging you'
-'to put up- picket. lines you Imew he was a labor eon--
- sultant for the contractor or management on the Job? :

TZE[E WITNESS R1

. OnApril 1, 1974 meoln Property 1ssued a second Vﬂlage o
g Harbour check for. $15 000" payable ‘to .Danzo’s and LaVecchia’s -
Relative Land consultaney business. LaVecchla got. 87,500 from'_
; Vlllage Harbour in 1975 and ‘that pro,‘ject in 1977 pa1d Danzo o
- $15,000, two-thirds ‘of which was for services. at the’ company’s” -
G‘rreentree ‘project launched that same year in the Marlton section

gnid/or t6 Danzg atid LaVeechia for labor relatlons Work at Vlllage
'Harbour ultnnately amounted to $103000 R s

" knew because his superior, Eric Eichler, had told him LaVecchia ~ =

“who' could “settle” such problems. Looking back, Patteérson con: -

-0 “Fvesham-Township: - To-ally-payments-to-this-‘ecorporate front - e




+ Twestigation and Trigl of LaVecchia et al (1975 )T
Robert Fugene J ohnson, a fill-dirt and grading subcontractor;
who had worked on Danzo’s farm but wasn’t paid, was a subcon: -
tractor at Lincoln Property’s Village Harbour project. Johnson
subsequently was introduced by LaVecchia to two officials  of
Operating Engineers Local 825, Pat Hagen and Pat Merola.
Events that followed that introduction led to state grand jury
conspiracy indictments in 1975 of LaVecchia, Hagen and Merols
for bribery and extortion of kickbacks to guarantee labor peace at
Johnson’s jobs: The allegations were brought fo trial in 1975, -

Hagen and Merola were convicted and LaVecchia was acquitted.

o M ob Feud Over q /S’ubcontmctor (1977)

- Randy Scarborough of the Scarborough corporation in Cherry
Hill told the S.C.I. that his company utilized LaVecchia as a
“contact” man when it expanded its operations into Ocean ‘and
Monmouth counties in 1972, Scarborough said LaVecchia’s fune.
tion was to advise the company on its employment of subcon-
- tractors. ‘Warren Mack, who worked for Scarborough from 1972
to 1974, was its Weybridge project manager in 1972, He téstified
at the 8.C.I that LaVecchia checked on the qualifications of at
least two subcontractors who subsequently worked at Weybridge.
Oné of these was JRH Electrie. Five years later, JRH Electric was
- the topic of an organized crime meeting which Mack attended at
- LaVecchia’s request, . - - e -

The Commission has verified that the meeting was held on
Aungust 5, 1977, at the Hightstown Hilton Inn near the New Jersey
Turnpike’s Exit 8 and was attended by Danzo, LaVeechia and Sal
Profaci of Holmdel. Profaci was present as the mediator of an
argument ‘between LaVecchia and Robert (Bobby Basile)
Occhipinti, an associate of Anthony (Little Pussy) Russo, the sea-
. shore rackets hoss (murdered in 1979). Ocehipinti, who had an
interest in JRH Electrie, had complained that LaVecchia had
shortchanged the subeontractor on housing project .contracts,
- despite LaVecchia’s and Danzo’s recollection of LaVecchia’s pro- -
fiotion of JRH at the Weybridge project five years earlier. Mack
was summoned to this meeting by LaVecchia and .confirmed his
utilization of JRH in 1972, Mack’s explanation at the Hightstown
lunch of LaVecchia’s intercession on JRH Electrie’s behalf eor-
vineced Profaci, the mediator, that Occhipinti’s complaints Wwere
without basis. He so ruled and that ended the dispute,” "- - - .-



_TRANSITrON Q- CURBENT PRAGTICES (197 7 1981 '

2

By 1975 a decline in Danzo’s “and LaVeechla

acqmttal was Lincoln Property. Co. ‘However, ~after: LaVecc}ua.
‘was acquitted, he and Danzo began: obtalmng new clients. - - 1 7

Phlhp Frank preadent of U 8 Home’ SKN‘ ew' J ersey d1v1s10n o

" “yun nonumion throughout Ocean or. Monmouth ‘counties.”: When .
- U. 8. Home. expanded into. Middlesex County:in:1977: with its -
Princeton Collection project in- Plamsboro, Frank testified that

sex trade unions made him uneasy.. He said:a.Lincoln" Property-
Co. project manager: with whorn he had discussed: the labor union
-~ sitiation-sent LaVeechia and: a compamon Frank recalls’only as

... “Joe” to see hiri. - With his company’s permission,: Frank agreed to

~ pay LaVecchia $15,000 a year a8 g labor consultant.: Frank con- -
ceded that he acted without. any eﬂ:‘ort to ascertam the personal.
or business background of T.aVecchia- or, his friend “Joe,” as
_demonstrated by the- follomng extract of° hlS testmony;at the o

_ M Frank ‘1t’s dlfﬁcult. ‘
" for me to believe that:your)national headquarters
~would so0 easﬂy approve a fifteen-thousand-dollar a =
year expendlture ‘when you. have had—for a man to -
help you in union. problems should they come up when -
voir had six or seven other pro;[ects and Had no unidn.
problems‘in those. Some of those’ pIO]ects were. in . -
‘New Jersey. In fact, alllhut one was in New. Jersey, o
. 1f T reeall, and that you had no mdlcatlon Or mo evi- . ... -
- dence” that you ‘weré going “to" have" any union &
“problems . . in' the Princeton Oollectlon area. It:
' would seem to' me, if T were y'qu_ “ oS, T would want
e 5"some concrete evldence arguments ‘other than some-.,

N THEWITNESS Well, T. related the same th;mg I Just-_,.._
,_‘related to you I told— Ty

5 labor relatlons R
activities had occurred. The only builder who continued to retain = )
Danzo .and LaVecchia® during the latter’s indietitent, trial and = -

."told the S.C.I that all -of his -company’s’ housing. projects were

reports from other builders of previous problems with the' ‘Middle- - o




Cormisstoner. Parterson: You ‘haven’t related '”tlb'_ L
me anything that would convince me that-you needed . = -
~a labor consultant, 7 o ST
Tag WITﬁESS: Well, I felt T did; Tt was & business.
decision on my part and that was it, : N
- CoMirISSIONER Parrerson: And youmade it strietly =
on the basis— . oo o .

Tar Wirxess: Of wha,t I héard. ",

ComrssionER PaTTERSON * ;—o_f two people recom-
mending if you ever got—ever had labor problems,
this was the person to hire? o o

Tee Wirness: Yes,

Tew CEarrMan: What did you tell your company
when you reported this and got permission to hire .
this consultant so-ealled? What did you tell your. .
company he was: going to do for you or for them? = .’

Tee Wirwess: He was going to det as a liaison - 7
should there—any problems arise, and he would sort . o
of help talk to these people because I couldn’t relate

- to them. = - L R o

.- Tas CrathMaw: With no moie deﬁnition"tha_n that? -
. Tre Wirness: No m'orer definition than that.

- Tee CEAlRMAN: You operate apparently differ,
ently than most corporations if you don’t look intoa
person’s resume, where he’s been, where lie came from, -

~ why and how, what he did. That didn’t oceur to you$.

- Tme Wirness: Not on that occasion. .. . "." ¢ R

Several vweeks after LaVecchis was hired, he submitted an
invoice under the letterhead of Relative Associates on September
26, 1977. A $15,000 check in payment of that invoice for one
year’s services in advance was issued by U. 8. Home on .October
12, 1977, A year later, on September 13, 1978, LaVecchia sub-
mitted another Relative Associates invoice for $15,000 as advance
payment for another year’s services, which the corporation paid
immediately. In September, 1979, LaVecchia’S.”lQSO fetainer- of
$15,000 was approved but, since Frank never informed T.aVeechia .
and LaVecchia inexplicably never Pressed for a third year’s pay-
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- ‘ment, the labor coneultaney arrangement lapsed. Frank indicated
in hls testimony at the S. C 1. why he never bothered to renew the
contract:

CHAIRMAN Laxng: In that first year, that first
$15,000 year, did you ever see him beyond the time
- you first met him and retained him? -

. Tue Wirness: T may - have seen him once.

Tae Cmamman: Did you see him at all the second
year? C
" Tas WITNESS I thounht I saw him once after that.

Tar CoalrMarw: Did you have oceasion to eall him
and complain about union interference or anything -
like that the second year?

TaE WITNDSS - No.

- Tue CHAIRMAN So to your knowledve he did zero
for you? .

THE Wirnnss: Absolutely

THE CHAIRMAN For $30,000 he intervened, so far
as you know, at least the problem that you called him
" on disappeared after the call?

THE WrrNEss: Yes, gir.

Tae CHATRMAN You don’t know what he d1d in
relation to that?

THE WI‘I‘NESS No, I don’t know.

THE CHAIRMAN ; At all. And other than that, he did
- nothing for you for the two years and $3O 000? '

THE Wirngss: Yes, girT.

Nonetheless, Frank contended that the deal with LaVecchia
gave him peace of mind, the expectation of avoiding construction
delays and - the satlsfactlon of knowing someone who could
negotiate with union delegates. The labor consultancy contraet

he insisted, was like “takmg out a ﬁre lnsurance pohcy ”
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. Orleans Construction Co. .(19?’8—1980)

The Orleans Construction Co. of Huntingdon Valley, Pa., hired
Danzo and LagV ecchia as labor relations consultants in 1978 after

S.C.I. that he hired Danzo and LaVecchia—mnow operating ag
“D&L Associates”—becanse: “Tf you go to a new area, you need
. somebody local who knows the People. We needed somebody who
- was local in the area.” Orleans eventually conceded that the labor
consultants were employed to bring in subcontractors who would ‘
operate on an open shop basis without interference from labor
unions. Orleans testified on this topic as follows: o

Q. What I would like to know is why do you have to
kire a labor consultant or how does it assist the com-
- pany in hiring a labor consultant to establish an open
_ Shop policy for the projecty : o
A, Invariably in the building business you have
certain people who know certain people. It’s like you
know what contractors can work in certain areas and
some contractors can’t perform. A good labor con-
sultant when you are new in an area does let you know -
what trades can be more harmful to you than others,
They can recommend certain contractors that cando a
good job for you. ' : :

- Q.-8o hire somebody like Danzo -and LaVecchia
who know which unions are militang n nature and can
steer you through the chanmels so you don’t run afoul
of that uniond - ‘ ' :

A. In general T would say that’s—you want to
kmow the common practice in an area and by them
being local in an area or relatively local in an ares, _

' Testimony about the Orleans company’s employment of Dénz_o
and LaVeechia confirmed the Commission’s findings that the labor
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of the Commission’s inquiry into these eic-tiW'i-ties"iﬁ"'1981, nong of the::"
subeontractors involved:had been paid by LaVeechia: . According. .
io testimony st the S.0.I, subcontraétors found -it: important to

- curry favor with the labor ‘consultants who could recommend them : -
for work at. ¥arious progects An air condltlomng snbcontractor, o

Marty Indursky, so testified -

i “T am a busmessmaﬂ cmd Danzo cmd LaVecchw_.
were on these projects as employees of these progects, o
to my knowledge, and as such they had a certain. -
- - amount of authority. I looked to.them to recormend .7 -
me; if I could get a lead from_ them, it was appres . 1%
ciated. It was something I would do for anybody re--
. lated to a project that could dous-a litile.good,” ;i v

Havmg paid 35,0000 D & L ‘Associates for the consultmg ﬂrm s
‘1mtlal contractual year, Or]eans terminated its’ relatiopship with -

. Danzo and LaVecchia on-July 21, 1980. Although the -1979-80"
* contract for a second year retamer still ‘had - several months to =~
run, the labor agents were paad the full year’s fee. Aceordmg to -

o temmony before the Commission by BEdward J.-Zoller, the-.com-

- pany’s Lexington Village project supervisor, the 8.C.L%s 1nve=t1ga-' -
tion of Danzo and LaVecchia was one of ‘the Teasons Why Orleans '
so abruptly cancelled the contracb R Bl

Lamd C’orp { 1.978—1.9?‘.9 )

: Tn September, 1978, ‘the' Tanid Corp ‘contacted: Danzo “and
" LaVecchia when a labor -dispute- dlcrupted work: at.its. Forest ,

Lo Glen apartment project in Highland Park’ (Mlddlesex County);

Accordmg to Lanid preeldent H. Charles (Bud).. McNally and
project supervisor Harold Fishlin, ‘constitiction on the pro;]ect had,
proceeded smoothly for' four months when, without warningya
. pieket line appeared. Deliveries were held up, constructién begas

* {0 fall behind and, said both officials, panic was setfing in.-Fishkin
testified that mhen Lanid signed a contract to pay D & Ii Assoeiates

a yearly retainer of $15,000, the pickets disappedred: ‘the foIlowmg'
day Neither MeNally nor Flehkln ever bothéred to find ‘out’ how
this feat was aceomiplished r~*1m3e, as Fishkin testified; LVéeckia
had advised him not to talk to union dfficidls and to leave all’ negd—
~tistions-to the labor. consultants: - Fishkin stafed,. dft part' i

They sort of made it clear to 4s when we ient 10
v wmeet with theni that they Functioned-with: the _busz-
néss agents ' a .minner because. of “their ‘contocts) «
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because of their union - filiation that most-people ¢ 1,
couldw’t and, therefore, that’s why we weren’t to tall. . . .. -
" to business agents and maybe upset the apple cart and -
‘that they could do things, and they were obviously.in- .
. tentionally being a litile vague about exactly who they
are going to talk to and what was gotng.to happen, but " A
- assured us that because of this background they could
do it and I thought if was a bit miraculous that they
were able to do.it in one day. . . o
Lanid paid D & L Associates- $10,000 in December, 1978 and
£5,000 in October, 1979, The contract was not renewed. -
Municipal Building Inspector’s Role
~In an effort to pihpbint'responsibility for the labor problem at
Forest Glen that eansed Lanid to hire Danzo and LaVecchia, the
Commission Jearned that the picket line was initiated by Carpenters
Local 1006 and that - the president of this loeal ‘was Anthony
(Rocky)- Giorgianni, the ‘building inspector for Highland Park
where the Forest Glen project was -located. Frank: Daddibo,
business agent of Local 1006, testified that he established the picket
line at Giorgianni’s request. Giorgianni denied any involvement
but Lanid officials documented demands by him that Forest Glen
become a union labor project. ) .

' - Hills Devélbpmqﬁ_t})(ﬁ'ompany-:(1960-1981 ) -

 Fishkin left Lanid Corp. in July, 1980, to become vice-president
for Hills Development Co.,- which was involved with the. Allen
Dezane housing project in Pluckemin (Somerset County). Fishlin
told the Commission that in the Fall of 1980 he began recelving
. calls from an Operating Engineers- representative requesting him
to hold a pre-job conference with the local trades council on the
- use of union workers on this projeet. Fishkin stalled these requests
by stating that Hills was not ready to start construction. Inm the
- meantime, Fishkin testified, he arranged a meeting with LaVecchia:
- during which company officials expressed a desire to keep the Allen
Deane project nonunion in order to maintain its economic viability,
A retainer of £50,000 per vear for LaVecchia’s services ‘was agreed

During J ahuar-.y,‘-1981, Fishkin Waé-.inté'rifiév'vréd by S.C.I. ‘agents
about his knowledge of Danzo.and LaVeechia, He: told-the Com-



“.. mission thatever sinee. the S.C.L7eontacted him: he-Had -beel
i “agonizing” over the propriety: of Danzo’s-and > LaVecchia’
' activities as Jabor consultants. Consequently, he said, LaVecchia
- . never was signed by Hills Development Co; to & labor consultanc

“-eontraet. =

* Linpro Co: (1977-1981

"t The Lincoln Property Co., and ifs. successor company. in Ne
Jersey, Linpro, continued to employ labor Trelations” consultant
~ despite widely publicized criminal prosecutions that verified thei
. organized erime backgrounds ‘and their eriminal Treeotds: Linpr
' still retains TLaVecchia under a con‘tractua_l'ifacade;’_designed}—;'—as-;
" this Commission views it—to cloak continuing abuses with an aur
. of legitimacy. This facade, which includes the substitution of *éon
- struction consultant” for “labor consultant” and the stipulation:
.+ LaVecchia’s required functions .and Hours of performande,
" largely attributal to the §.C.L’s investigation
0 In 1977, the Dallas-based ‘Lincoln Property became:tw _
. panies when Eichler and various other: partners.in.the Northess
~ . tégion, from Fairfax, Va., to Boston; established Linpro ‘as &
independent offshoot to continue Lincoln Property’s’ New:J ersey
operations, including the Princeton Meadows, Village Harbor'ahd
Greentree projects. Linpro continued the retention of Danzo and.
TaVecchiz and later LaVeechia alone, but only in New Jersey.: No
other Linpro housing project from Virginia to Mas husetts
a labor relations consultant. ., =/ o R
. Since November, 1980, all fees due to Daiizo and T:aVecchia & o
_ then LaVecehia after Danzo’s death in 1981 have been made pay-: -
- able- by ‘Linpro. to. the Relative Associates: consulting - firm:.

" LaVecchia’s invoices characterize his company'as a:“construction: . -
consultant” and, apparently reacting to the Commission’s inquiries: ... =
about the lack of definition of labor consultants’-hours, duties.and
work product, LaVecchia otherwise operates under contragcts whieh .. ..

- articulate his specific job functions. For example;: Linpro-corre: ..

* spondence in November, 1980, confirming the re-engagement of :° -
LaVecchia at the Greentree “office project,”_stated__'_t_hat_LaYecghjafg"'._,:_',' I
cervices were to “include the evaluation of subeontractors for alls..."
phases of construetion,” and that he was “expeected to work directly . -

with the construction-manager.in. reviewing:the: bid:proposals”of .

subcontractors, inspecting their prior work if necessary, and,meet-
" ing with subcontractors during construction to expedite production, .
LaVecchia was also informed that “should any labor disputes arise




'duri_ng the course of construction we would expeet you to also assist
in resolving same.” LaVecchia was to receive $6,000 for pérform-

also agreed that, for an estimated year’s services at the Greentree
“shopping center,” LaVeechia would receive an additional $17,500 -
(ke had already received $7,500 in 1979 for his shopping center
services). For an estimated seven months of service at Village
Harbour, LaVeechia was 1o receive an additional $10,000, o
Linpro’s Princeton Meadows division also re-engaged LaVecchia,
on that projeet’s office building—445,000 for the next phase of
-apartment construetion, $20,000 for the project’s shopping center
and another $10,000 for the project’s townhouses.  LaVecchia’s
contractnal services at Princeton Meadows were expected to he
completed by the end of 1981, “except for apartment construction
services which were to continue until May, 1982, = - :

Thus, for all Linpro project services from late 1980 to May, 1982,
LaVecchia will have been paid a total of $113,500. Tn 1979, when
Danzo and LaVecchia were still working ag g team, Linpro paid
them " $149,800. Altogether, from May, 1972, when Danzo and
LaVecchia were first hired by Lincoln Property Co., 16 May, 1989,
when LaVeeehia’s current Linpro contracts will expire, total labor
- consulting fees from ILincoln Property and Linpro will have
- amounted to approximately $558,000. A

Lq}?g_c*c]zia..Refuse; to Answer Questions .. N _ .
"As the Commission "concluded its inquiry, it “questioned

LaVecchia at an executive session. The questions ‘put to = -

LaVecchia included whether he knew or had any relationships with
specifically identified organized crime members and associates,
with his confederates in the labor agentry network, with housing
~ builders and their projects and with labor. union officials and Iahoy
problems at congtruction projects. On the advice of hig lawyer he -
invoked his constitutional protection against self-incrimination

under the Fifth Amendment and refused to respond. .

IHLL:Recbmmeyédatit_in&_‘ and Conclusions . .
o ‘F('J_-I'Iowiﬁg ar"e.t-he Commission’s recommendations for proserih-
ing such housing project Iaborrrelations Practices as reviewed in
this report, ’ S -



RECOMMENDATION F1 (FEDERAL REFORMS )}

Federal statutes aﬁplicable to the licensing and reéulation of
labor relations consultants must be strenwthened and more ade-
quaiely eni'orced

¢ omme'nt

: Sectlon 203{a} ard 203(b) of the’ federal Labor-Management
Relations Aet requires that anyone who is paid to “persnade”

- employees regayding unionization or supply certain labor force
information in connection with a dispute is called a labor relations
censultant and nust file & vearly financial disclosure. On the basis .

“of such reports, the Labor Department is supposed to maintain a
measure of control over laboramanagement relations to the extent
of preventing or eliminating corrupt practices. Since these reports
are public documents, they also serve to inform businessmen, labor

“leaders and the public as to who are acting as labor consultants in’
a given area, by whom and how much they are being paid, how long

' ’chey have been in business and other pertinent naclm,round informa-
tion, such as proof that a partlcular consultant has not vwlafed the .
criminal law for five years. :

 However, section 203(c) of the Act provides that a consulfant'
need not ﬁ,e a disclosure report if he merely gives “advice” to an
employer, A witness before the House Subcomrnttee on Labor-
Management Relations was quoted as saying that “no provision of
the Act cansed more confusion. or controversy hecause, although
the exémption is clear, the line between adviee and persuasmn is
not”. The rule of thvmb adopted by the Labor Department is that
consultant activity iz reportable only when the consultants them-
selves directly ecinmunicate with employees, All behind-the-scenes
activity is exempted as advisory. The practical effect of this

distinction has been that most individuals who cotherwise fit the . -

- description of & labor consultant need not file reports. The purpose
of filing annual finanical dlsclosure 1eports hab thus been seriously

“eroded. :

An illustration of this erosion dccurred during the Commission’s
investigation. The Conunission’s agents checked with the Depart-
ment of Labor office in New Jersey only to discover that none of the

-consultantsmentionedinits inguiry had filed any disclosure reports... ..

—nor did any of thée companies that hived them, as is also required.
The Commission also experienced a tactic for avoiding application
of the federal statute. Among the materials subpoenaed from U. 8.

43



Home Carp the I examined miter-office  eorrespondence
wiverein 'hilip Frank, divigion president, after he retained Danzo
mnl LaVeedhin as laher consultants, was ‘insfrueted to lhave
LaVeeehin sien a document acknowledging his agrecment not 1o
il to iy emiplovees of U. 8. Home or its subeontractors without
the compnny’s written consent. The ohvious iutent of this agree-
menit wias 1o establish a distinetion between persuasion and advice
and thus frustrate the Aets purpose of publicizing the activities
ol lahor consultants in connection with the U. 8. Tlome’s labor-
nanagement relations. The Commission observed the same deviee
in Harry Saltzetein’s and Lab-Rel’s contracts with Boise-Caseade
Corp. The coneluding paragraph on each of these contracts con-
teined a statenient that none of the activities to be perforned would
entail conduet which would necessitate reporting under the Aect.

U Inorder to cloge thie loophole in the statute; the Cominission
- urges that New Jersey’s federal legislators sponsor and support
necessary amendments to the Labor-Management Reporting and
Disclosure Act, including the following proposals of the House
Subeommittee: : ' X

We encourage the Department of Labor to under-
teke a thorough re-examination of the employer and
censultant reporting and disclosure provisions -of
LMRDA, The growth of the consultant industry is

itzelf sufficient justification for the Department of
Laber to evaluate the current interpretation of the
Act. Virtually every umion is required to and docs
‘report its activities under the provisions of the Aect.
Tt is ineguitable that the Department does not require
consultants, even in instances when they are clearly
running management’s anti-union campaign, to dis-

close their involvement. The Department’s current -
review should encompass interpretative issues in
addition to the advice-persuasion distinetion, The
review must come fo terms with the failures of the
existing interpretations of the law to realize the
T Aet’s purpose of assuring fair and open disclosure of
the activities of all people involved in the organizing

" and the collective bargaining process, '



RECOMMENDATION -“2 (STATE R}:FORMS)

e L giglature of {he State of New Jer gey should enact a Lttatu’te
imposing fidneiary duties and responsibilities on labor union repre-

\c..mmu ﬂu])b]ehunied by a designation of violations as a . -

evimninal act, such violations to include any inducement to violate =
such fidudary duties and qupm.dnhtmb. Such a statute should
contain a hrcadeniiy of the { mucv a1 definition of a registered “labor.
consuliant” and Cpeufc Iy include suel ltants within the

1 ieally include such consultants within the
proseription of inducements 1o violate a ]abor umon reprecenta-
tive’s ﬁducruy obligations.

C omment

Under such a sta’wie, the Commission would requue all labor
consnliznts, whether they be persuaders or advisors, to register
with the State in or der that emplox ers may know who is a regis-
tered consultant and who is not. Consistent with the Casino
h-uJ“L]Lh Control Act and the more recently enacted legislation .
governing the distribution and sale of cigarettes, registration as a -
consultant should be denied to anvone who fits the deﬁmtmn of a
career criminal offender. Thus husiness and labor leaders, by
checking wtih a state licensing authority, would be assured of at
least a minimum level of mtegl ity for any given consultant. As one
California-based labor consultant wrote the Commission: “Govern-
ment regulations should he imposed on labor relations consultants
=0 those of us who are endeavoring to do a credible piece of work
representing employers can be d]tunnmehed from the labor rela-
tions consultant. (who) appears ov e1n10ht and. stays ;just long
enough to give our profession a poor 1eputat1011 '

Legislation suggested by the S.C.I ecould-be patterned after
New York State’s Labor l‘udnagement Improper Practices  Act -
(20A 7\’_fd\_ume3 s Lawse § 720 et seq.). This statute establishes a
policy that representatives of a union are bound by a fiduciary
obligation to their members in handling union assets, The New
York statute also provides that a breach of fidueiary duty, including . -
the inducement of that breach, is a criminal act. The New York -
statute specifically forbids a labor relations consultant from indue- -
ing breaches of a fiduelary obligation and defines a labor relations
congultant as one who, for compenc:atmn, admses or rep'resents an
employer or union with regard to employee organizing, eoneerted

such consultants te maintain books and records of account for five
vears and in conformity - with enerall‘y accepted accountmg
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activities.or.collective bargaining activities. The statnte requires. .. ... .. . . ..



practices. This slainte condd be strengthened in its New Jersey
application by recuiring not only the licensure of laber relations
constliants but also b mandating that financial reports detailing
the source, diztribution snd emount of all income he submitted
annually, S : : ' 3

Upon: the enzctment of such remedial Jegislation, builders and
other businessmen in the Stste would have ready aceess to pertinent
information on laber consuHants and would be able to make
reasoned husiness-ike decisions as to their retention. In essence,
there weounld ne fonger be any excuse for di sregarding a consultant’s
background. Strictly enforced licensing requirements would pre-
clude career eriminal offenders from the field and give the business
and labor community a senge of confidence in the licensees, a
rrospect that also would beénefit legitimate labor relations COn-~
sultants. - ' : '

€4

Crcanizep CrimME/1981 UpDATE

" Introduction A . _ ‘

. While winding up “its investigation into the background of
orgenized crime involvement in lzhor relations at hovsing con-
struetion sites, the Commission contirued its surveillance of cur-
rently active underworld members and associates. In the mean-
‘time, certain New J ersey mobsters who had been or were currently
involved in the Commission’s confrontation program met with
reverszes in federal and state courts during 1981, as noted below. .

Nicodemeo (Little Nicky) Scarfo .

. Searfo of Atlantie City, one of the original subjects of the 8.C.L%
program of confronting organized ecrime members, was found
guilty of illegal possession of & handgun in April in Federal Court,
Camiden, and in July was sentenced to a maximum two years in
Federal Prison and fined £5,000. During a pre-sentence hearing,
Scarfo was publicly identified by the FBI as head of the Phila-
delphia-South Jersey organized crime family that was controlled
by Angelo Bruno until he was murdered in Mareh, 1980. Rearfo
is free on $30,000 bail pending appeal. He and two associates had
been acquitted in 1980 of charges of murdering a Margate cement
contractor. S U . P P TR
An 8.CJ. special agent,- Dennis MeGuigan was eredited with
deeyplering a coded telephone list forind in Searfo’s house in 1979,
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during tlie investigation that led fo Searfo’s murder trial.
MeGuigan was an investigator for the Atlantie County Prosecutor =~

at the time that coded list was found. Tt was not until last April,
- alter McGuigan joined the 8.C.1. staff, that he finally broke the code -
~and thue }cxen* fied a number of Scarfo’s closest gangland contacts.
MeGuigan’s work was part of a joint effort by a pumber of law

enf oncc'neﬂt nersonnel who cocperated with the Camden office of -~

“the U.8. Justice Department’s Gy ganized Crime and Racketeering -
Section in the suceassful prosecution of Searfo. This team work,
including the 8.C.1’s vole in it, was praised by Robert C. Stewart,

- atlermey-in-char ge, 1 n a ]etter to the. Commission. Mr Stewart 8
' lettez stated :

“T Tzave been in f ormed b'u our attome*y who I andled _
ifhe case that the imposed maximum sentence was the
resull of a joint e]j’ort by several law enforcement - -
agencies, whose contribulions clearly demonsirated
the effectiveness of collective participation. I would
like to express our thamks and gratitude for the
cooperation and assistance your ofice provided,
particularly mentioning the contributions of Denmnis - -
McGuigan and Michael Siavage (former Emeculive
Director). Without their time and effort, the success-

- ful prosecution of Nicodemo ;S’carfo wouid aerta,mly._

. mot have occurred.” : : .

Ae noted, Searfo was among ‘the mgamzed erime ﬁgures sub-
: poenaed for questioning by the 8.C.I. in the early 1970s. He was
- held in contempt for refusing to answer questions and served 31
months in jail before finally agreeing to testify before the Com- 4
- inission. He made a numnber of appearances at the S C L. after his - -

1elease from prlson 111 1973.. . o

Ccz:rl ( Pa.ppy )1 pp olzta

Ippohto s prior cenviction and &5, 000 fine for refuf=1ng to answer
questions at the S.C.I. withstood in September an. effort by his
counsel to have him judged mentally incompetent during the trial.
Tppolito, a cousin of the murdered Bruno, did not attend the hear-:
ing before Mercer County Judge Richard J. 8. Barlow on the

::uu} ty issue. In rejecting the incompetency plea, Judge Barlow =~ _ ‘
noted that Tppolite hiad answered miost questions without” dliﬁculty':”_”_”."'jj'.Ij" B

»dmmg eross examination at the eontempt proceedmgs that-
_ _ o 3 o



resulted in more than 40 pége's'of trial transeript. The 1981 hearing
finally ended a five-year court battle by Ippolito to avoid answering
questions at the 8.0.1 about his organized erinie activities; APRE

" Tino Fz‘ézmzzm, Jobn DiGillo =~ . .
- Both Fiumara of Wryckoff and DiGilio of Paran'njsl who also had .
been subpeonaed o appear for executive session testimony at the
S.C.1L, suffered sethacks by the United States Supreme Court in
October, B ' i R

- That court refused to review waterfront racketeering convictions
of Fiumara, who operated at the Newark ang Elizabeth docks, and
Michael Clemente of New York and former longshorengan’s local
President Vincent Colucci of Hillside, - R Lo

the FBI, unsuccessiully sought a new trial from the U.8. Supreme
Court. That court refused to hear gn appeal based on DiGilio’s
claim that new evidence warranted a retrial of his eage, Dittikio
Was among a number of underworld figures who fled the state in
the early 19705 4o avoid an 8.Q.1. subpoena. = - .

Rayimond (Lo g John) Martorano

The Commission also continued during 1981 its surveillance of .
members of the organized erime family of Samuel Rizzo (Sam the
Plumber) De{)‘av’a]eante, including John Riggi and Louig Larasso
of Linden. DEEEE - DT
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. Suck reco
* published repo _
this annual report, The recommendations wepe outlined In two -
broposals. - e T

Proposal #1 en&orse‘d_a then;pendin'g Committee Substi'tutel for

Anolher targer enterprise, wtilizing miore han 20 dental olinieg
m Norih Jersey, wag found to hyyve signifioant argranized erime
conneclions to Buifalo, NY., and Clevaland, Ohjo, The inflated
mvoiaes, .i_ru;z_d.t:equately secured “loans,” Torgod ehecks, kickhaeks
i the form of rebates, and other duliious fingneial transactions
that marked thig second exemplay Were s0 complex that S.CL
accountants had to construct large, si;ep-b)hzsi;t&p charts to clarify
them. I - ' ‘
During the 8.0.1.% 18-month inquiry more than 200 subpoenaes

- were issued 1o varions corporations, banks and other financial

institutions ang individual businessmen, dentists, labor union
leaders and moh figures requiring the submission of voluminous
Corporate and personal records for analysig by the Commission’s
investigative'accountants. Atleast 100 individuals were questioned
at execntive sessions of the S.C.I Subsequently more than 30

Witnesses were subpoenged to testify at public hearingsl held in

December; 1980,

mmendations werg discussed af length in the 8.0.1% .
rt. Therefore, enly a-summary will be ineluded: in

Assenibly Bil] No. 669 which would ereate a New J ersey state law
modeled after the Federa} Racke_teer. Inﬂuenc_ed and Corrupt

Proposal #2 inciﬁded ﬁzore than g dozen -réeoz-nm.e'naed amend-

‘ments to strengthen g law rgquiring_the State Insurance Commijs."

siorier fo regulate dental pléx_;;_.orgg-n_i_za,tion'sl. This law became






Cmdttal of ity ecommendations to the Governor and {he Liegislature
be mady within (O days afler the conclusion of g pablie hearing op
the saliject of guen Fecommendationg, Although itg fall report wag
not yet tolnpleted, 1he Commission complred: with this 60-day rula
by the timely submission of its recommendations, in Febrﬁary, 1881,

for amending a 1980 law designed tg regulate the activities of
dental enre plan organizations, Another new provision in the
8.CI law required that the Commission notify the prime sponsor

of any pending bill ang the chairman of any standing'qonunittee.
considering sueh g bill that would he affected by itg recommenda.

Frperar LecistiTive Listson o . o
InN ovember, S.C.T. Commissioner Robert J, DelTufo testified
on the Commission’s findings in its dental care inquiry hefore the
-Select Committee op Aging of the Q. House of R‘epresentatives.
At the eonclusion of his. and other witnesses’ testimony, Rep,
 Claude Pepper, the committee chairman, observed that the hear.
ings had demonstrateq how “employee beziefit trust fungs are being
looted on a scale that few have dared to dream Dossible.” Accom. ;
panying Commissioner DelTufo to the Washington hearing were
S.CI Executive Director James 7. O’'Halloran ang Agents Frank
Zanino and Richard S. Hutchinson, The Commission complied v'vit_h

vestigative data ang other assistinee from the U8 Senate’s
Permanent Subcommitiee on Investigation, . R

.



52:9M-3. Al the direction of the Gavernor or
by concurrent resolution of the Legislature the _

Comamission shall -conduct investigations and
- etherwise assist in connection: with:

. . . The maoking of recommendqﬁ"ons' by
~“the Covernor to the Legislature with respect
" to changes in or addifions to exisiing pro-

- visions of law required for the more effec-

- tive enforcement of the law; - :

- . The iegislature’s consideration of

chenges in or additions to existing pro-

- visions of law required for the more. effec-

tive edministration and enforcement of the

law . . .*

52:9M-4. At the direction or request of the

Legislature, of the Governor or of the head of

any department, board, bureau, commission,
cuthority or other agency created by the -

Staie, or -to which the State is a party, the
Commission shall invesiigate the managa-
- ment or cffairs of any - such depariment,

board, bureau, commission, auvthority or other

C-agency . . ¥

* Excerpls fron_"r S;C.l. Law

___THE GOVERNOR'S REQUESTS =

» HFA Report (#1)
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THE GOVERNOR'S' REQUESTS

HFA INVESTIGATION AND. REPORT

- One of the requirements of the Commission’s enabling statute
ig that the 8.C.1, at the direction of the Governor, conduet in

vestigations with respeet to the “management or affairs” of any °
governmental department or other ageney of government. . In

N April, 1981, the Commission issued a report requested by then-

Governor Brendan T. Byrne on problems in the operation of New
Jersey’s Housing Finance Ageney. : - o

The Commission’s HFA investieation disclosed that certain

aggressive, politically connected housing entrepreneurs were able |

to have their projects aided through a combination of loose agency
procedures, an authoritarian executive director in the person of

William L. Johnston and, for the most part, a mialleable staff. The =

susceplibility of the agency to influence peddling became rampant
during Johnston’s leadership from the mid-1970s to the Spring of
1979, . e : '- R
The 8.C.1’s report reviewed the cause and effect of J ohnston’s
misconduct and of the reaction of certain agency personnel to his -
detivities. Bven as the Commission’s mquiry progressed, the
agency under the more effective direction of Bruce G. Coe, who
~ succeeded Johnston as Executive Director in 1979, began to im:
. prove its regulatoly policies and procedures. (Coe resigned from .
~his post effective January 1, 1982). As stated in its report, the
new regime’s efforts “represented at least the beginning of & trans-
formation of what had been a myth of internal stability at the
“agency into an actuality.” The Comumission added that it hoped its
recommendations would “significantly expand that progres
through the implementation of many additional reforms.” '

The 8.C.I report received wide distribution in the executive and-
legislative branches of government and among the general publie.

~-Since-that-doeument. outlined the-Commission’s Tecommenidationg "

- in full detail, only & summary will be made here.



Proposed Lejorms af New J eracy HiA

The recommends tions respondad 1o bwo important Arielbngn s ¢ 1}
The excesses of power exerfed by a4 despotie exveulive dreetor whi

was receplive 1o COrTUPLING prossures, i (2} submissive ronctions
of a staff that perpetuated the divector’s power hy bocoing a
subservient vehicle for miseonduct. To correct these problems, the
Commission broposed a number of administrative cheeks andd
balaneces fo ensure that a fully objective system, once in place,
would be safeguarded by constant monitoring, In addition, the
Comimission recommended new and expanded internal standards in
order to upgrade the eredibility and integrity of the staff, -
- Most of the Tecommendations were designed to broseribe favor-

Itism and influence peddling in connection with the Processing of

HFA project applications. The Q.C.I. credited the new .agency
administration with developing a long overdue point system for

the evaluation of Pending projects. However, the Commission .

Suggested that certain of the new “Criteria for Project Selection”-
eould be strengthened to ncrease the effectiveness of thig program.
. Other propoged reforms: ' S B

. © Amendment of the TFA enabling law was urged -
-to require a periodie inspection ‘and review of the
agency’s operations by g Legislative Oversight Com- ,
. mittee augmented by the inclusion of certainlegaland -~
~ accounting fepresentatives’ deésignated by Uthe
~ Governor. This recommendation followed a trend'in -
recent years toward more concentrated legislative
watchdogging of Programs enacted and fundeq by the
Legislature, Had this oversight Provision been in
effect at the HFA in the 1970s, the Commissibn‘noted,‘
the . scandals that eusned would have beep more
quickly exposed., "~

® Because most of the Wrongdoing cited by the
S.C.I was attributed to. the inadeguacies of a former -
executive director, J ohnston, the &.C.T. Tecommended
that the agency’s hoard formulate ang implement
more objective and thorough poliey guidelines for the

agement personnel. The Commissi_on urged that such
employment criteris . specifically Dprohihit ‘politieg] ;¢ -
intervention and be based on the hiring standards “by
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which most ﬁ‘:ucﬁizgu'l'z']'("3'1"|l"‘r-‘té'imm sock oul {heir
Jnost eapable and cifective executive manpgers,”

il

* The Conunission’s report observed that uwtmnal
andits of A operations were J;}.l(lequ.ﬂ e el enlled,
in particular, for “s po‘t andits” that would 1'1{‘!11(10
“the identification of fr aud” as a primary objective.

* The { vD]‘ULHE‘ElOH urged increased participation of
fhe ageney’s board members in monitoring HFA
operatiom 11*@111(41112 assy‘nmm* of board members
o committees that would evaluate project processing
and controversies, The 8.0.1. also requested that the
ageney board’s membership be expanded to ineclude
additional public members w1th specialized experience
in public housing finances, construction and law.
(Legislative  Bill A-1639, by, Assemblyman Alan
Karcher of Middlesex, the president ~Assembly
Speaker, addressed this problem and was endorsed by
the Commission. It was signed into law in March,
1981).

¢ Although a code of ethics was ﬁnally adopted by
the FIFA board in Septeraber, 1980, the Comimission
cited a number of madenuacies in this document that
related to areas of wrongdoing revealed in the S.C.I.
report. The Commission recommended an absolute -
plonﬂ“iwn against any agency employee becoming
-affiliated with any entity doing business with the HFA
for a period of two years after the HF A emplovee’s
departure from the agency. The Commission recom-
mended additionally an absolute proseription against
acceplance of any gift, gratuity or service by an
~employee.- - ' :

* The recormmendations included a prohibition
agaimst zuw political hiring, primarily through the
adoplion of chrhve employment standards similar
to those urged for recruitment of the agency’s key
executive managers. - ' '

° One defect in the agency’s code of ethies was the
failure to provide a vehicle for reporting the possi-
bility of corruption at the HFA’s executive manage-
ment level. The §.C.L eﬂommonded that a report of
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slleged or setuad internal corrnption be vequirad o be
tide to the Atiorney General’s representative at the
ageney wilth a promise of confidentiality during the
vestigalive process. The Commission recalled 1 its
Teport that al least one HIA employee was fired when
lie challenged g nestionable eonduet by a superior.

* Since the S.CT. reported several instances of
atlempts to deceive the ageney’s governing board, the
recommendations included a requirement that ali
Dresent and prospective employees be notified that ‘

“any willfu) misstatement or.omission of material fsct
in any report, memoranda, letter or other - official
internal- or external correspondence of ‘the agenecy .
shall be cause for immediate dismissal.” - S
The Commission has announced that z second and fina} report -
on its investigation of the HFA would be fortheoming during 1982.

- 56



C 52:9M-5. Upon requent of ibe Attorney Gen-
ceral, o county prosecutor or ony ather jow
Cenforcement official, the Commission shall co-
'opercie with, odvise and ossist them in the
_perfermance of their official . . . duties.*

~of fhe Fedem! !aws wﬁhm thas smte *

E2:.9M- 7 The Comm:sswn shul] examme inte
mcﬁers relcting fo. lew. &nforéement ex-}end'
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“ether: :tc;:es, ‘and oy consuit c:nc! exchange
_mformonon with o‘Fﬁcers and cgencaes of-oiher
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itention” cf the' Aﬁo’mey
prﬂc icable,: Unles
determing’ thot. specml
which require. the dela
infotmation or. evudence

‘?2 9M-6. The Commission shall caoperm‘e wﬂh _- _
.departmenis and officers of the United Siates
Government in the investigation of wolchons*-
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~ ‘,_-Coun'iy Prosecuiors
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Iniersiuie Coeperahon
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LAW ENFORCEMENT LIAISON

INTRODUCTION

) The Commnission last year was contacied by telephone or mail
-84 times for various types of assistance from county, state and
federal law enforcement agencies in' New Jersey and from such
agencies in the states of Florida, Maryland, New York, Washington, -
D.C., and Texas. These contacts generated hundreds of requests
for specific assistance, according to data recorded by Commission
staff. All reguests were expedited. Additionally, the Commission
pagsed 30 resolutions in response to formal requests for confiden-
tial Commission information from varions New Jersey law enforce-
ment and regulatory agencies, from TFederal law enforcement -
agencies and legislative committecs, and from law enforcement
officials of other states. Several referrals of possible evidence of
eriminality were also made parsuant to N.J.S.A. 52:9M-8, of the
S.C.L law. o ' ' S N

LiAisoN Wit THE ATTORNEY GENERAL

During 1981 the Commission continued its liaison with the Office
of the Attorney General and various components of the Depart-
ment of Law and Public Safety. This liaison was carried out
through high-level meetings by the Commissioners with the
Attorney CGemeral. Additionally, Commission supervisory per-
sonnel and the staff of the Attorney General’s offce, particalarly
the Division of Criminal Justice, met on scores of oceasions during
the course of the year with regard to day-to-day activities.

- One of the primary purpeses of this close liaison is the mainte-
nance of a dialogue with the chief proseentorial office in the state
so that the Commission can address more effectively broad-based.
probleras in the area of eriminal justice reform. The Commission
stalf and the staff of the Attorney General’s office also often share
in the development and support of appropriate legislation result-
ing from the Commission’s puble hearings and reports. Of
particular note in this area was the enactment during 1981 of
‘legislation resulting from the Commission’s absentee ballot law
inguiry and hearings. .. . L : o



~Brom its ontset, the Commission's probe of absentee voting Jaw
almges was 1 eonporaiive eTort thatineluded hotl state and county

prozectioria) wofficials. Criminal Justice Director Bdwin I Stier .

pointed out ai the time that the Absentee Voting Law’s contradie- - .

tions, restrictions and ambiguities had- defied even the most.
vigorons attempts to enforce the statute. Therefore, he stated, the

Attorney General deeided that “the most Important vehicle for =

tranglating the information which we had found into action toward

reform would be . . . the S.C.17 A productive sharing of investi- .

- gatory files and tasks marked the entire probe. Publje hearings
confirmed how loeal politicians coerced voters to advance their

Own personal and partisan ambitions, how absentee ballots were .-

distributed, collected and cast illegally, and how Torgery was em-
ployed to sign and alter ballots, ’ S : o "

The Commigsion’s recommendations led to the introduction of a
number of bills to implement them, A committee sebstitute for

Assembly Bill No. 660 that incorporated the broposed absentee - -

hallot reforms was approved by both legislative houses during
- 1981 and signed into law as the 1980-81 legislative session con-
- cluded its work. - R SR I '

LisisoN Witn CoUNTY PROSECUTORS ,

The Commission takes pride in its Increasingly close relationship
- ‘Wwith all of New .J ersey’s 21 county 'proseeutors‘and their staffs that -
began with active investigative associations s0me years ago in
Atlantie, Burlington, Camden, Essex; Hudson, Passaie and Union
‘Counties, This linkage between prosecutors and the S.0.L has
been extended to every county and ig being constantly reaffirmed
a8 prosecutorial changes oceur., B o o

REFERENCE OF EvibEnce = - .
~ As noted, the Commission made a num
potential eriminal matters to various federal and state law enforce-
ment agencies. Most of these actions cannot be identified becanse
of continuing reviews and investigations, However, one such :

» . ’

reference of evidence—from the Commission
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 Nartionay ORGANIZATION OF INVESTIGATORY ComMissions
: TheSCI_ continued its embership and activities in ‘the

ratify the concept of ‘a national group.. This national organization

hag as its primary purpose the interchange of information concern- .

ing common problems and the mainténance of a dialogue on ‘poliey -
and legal matters relevait to each of the members’ agencies, - |

NOIC now has seven member agencies, -In addition to New
Jersey’s S.C.L, rthey,included investigative bodies from Hawaii,
- Illinois, New Mexico, New York, Pennsylvania'and West, Virginia.

During 1981 NOIC continue

of such an investigative body in those jurisdictions, Several state
legislatures are ‘considering statutory meéasures ‘which. would
create investigatory commissions. “Other states have ‘asked for

concept of Independent, bipartisan State investigating agencies
throughout the country, : B SR :
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The Commission shall be cutherized
to cppom‘l ond: employ: and ot plecsure re-
‘move_con Executive Dlrector, Counsel Investi
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Civil Service; and:to determin o
end fix ihe:r solcries. 6r compensation within
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COMMISSION STAFF -

STAFF PERFORMANCE

- In October, 1981, James T. O’Halloran of Bayonne, former

Prosecutor of Hudson County, was sworn into office as Executive
Director of the 8.C.L, sneceeding Michael R. Silavage of Lakewood.
Mr. O’Halloran, who is b4, is a graduate of Seton Hall University
and of Seton Hall Law School. e was admitted to the New
Jersey Bar in 1965 and became counse! to the Bayonne City Hous-

© ing Authority in 1968. He conducted a private practice in Bayonne 3

until 1674 when he was appointed Hudson County Prosecutor. He
was the Hudson Prosecutor for almost seven years.

Mr. O'Halloran came to the S.C.I. in Jume, 1981, as Deputy
Director in preparation for assuming the executive director’s
post. In a recent address to a Tax Institute seminar at Fairleigh
Diekinson University, he recalled that after joining the Commis-
~ sion, “all of my most pleasant auticipations about the S.C.I. were |
quickly confirmed,” adding: . ' '

“I found, as I had expected, a staff that was in-
dustrious and competent. I assumed control of inves--
tigations that were progressing in a professional
manner. I received voluntary staff suggestions for
new inguiries that merited favorable atlention. In
general, I found that my own prior knowledge of the
S.C.1’s reputation for iniegrity and diligence had
been soundly based.” ,

" The Commission’s staff during 1981 consisted of 42 individuals,

including 6 lawyers, 6 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 educational courses related to their work, -

In addition to enrolling in appropriate lecture courses sponsored
by the Institute for Continuing Legal Education, 8.C.L lawyers
accepted invitations to speak or conduct panel discussions at pro-
fessional meetings and before citizen groups. All of the Commis-
sion’s counsel have had trial or investigative experienee in nctions

_against organized crime. Three came to the agency ufter werving
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‘88 assistant prosecotors and another v&as an assistant distriet
attorney in New York and eounsel to the New York City Police -
Department.l . ' - P o

MThe C‘onmussmn’s é.é-e{;untants not only kept.abreaét of advances
in their field but alse shared their know]edge and experience with

collar- erime and ag lecturers at the. New Jersey .State Police
- Academy. The 8.CT, chiof aceountant lectured at the State Police
training school  for izives_ti'gators assigne_d. 1o the -Attorney

ment’s Organized Crime and Racketeering Section, Camden office,
éXpressing appreciation for S.C.I staff “cooperation ang agsis-

tanee”—particulai*l'y’ that of one of the Comm;ssionfs’ special agents
~—in a major ‘organized crime judicial Proceeding, In addition,

helpful in the suceessful completion of the agency’s unusually
varied investigations. Collectively, this background includes pre-
vious careers or tours of duty with the U.8. Justice Department, the
U.8. Senate’s organized erime investigations, the Federal'Bureau,,
‘of Investigation, the State Police, various county prosecutor’s
offices, the Pennsylvania Crime Commission, many municipal




52:9M-!0. The Commission sholl moke an

annvel report to the Governor and legisletura

which shell include its recommendciions. The -

Commission shell moke such further interim

reports to the Governor ond legislature, or

either thereof, as it shall deem advisable, or
os shall be required by the Governor or by
concurrent resolution of the legislature.*

52:9M-11. By such means and to such extent
cs it shcll deem appropriate, the Commission

sholl keep the public informed as to the .

ocperctions of organized crime, problems of

lew enforcement . . . and other aclivities of

the Commission, *

* Excerpts from S.C.L law

LIAISON:WITH THE PUBLIC
* Public Reports :
* Citizen Assistance
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LiAISON WITH THE PUBLIC

Pupric REPORTS |

Since its inception the Commission has held a total of 22 publie
heavings on various law enforcement problems. These hearings
were condueted in accordance with the Commission’s statutory
mandate to publicly demonstrate wrongdoing uncovered by faet-
finding investigations. The heerings resulted in the submission to
the Governor, the Legislature and the general publie of 25 reports -
summarizing investigative fiudings, reviewing hearing testimony
and recommending legislative and regulatory reforms. Many of
these recommendations were implemented, as detailed in a sum-
meairy of major investigations in the Appendices Section of this

annual report. In addition, the Commission since 1969 also issued = -

15 publie reports on investigations which did not warrant a publie
hearing procedure. :

A Wrief listing of these 62 public actions by the 8.C.I. during the
pagt decade illustrates the wide-ranging variety of allegations and
complaints that, by formal suthorization of the Commission, were
subjected to its traditional précess of probes, hearings and publie
reports. In the organized erime field; the Comumission’s continuing
. eonfrontation of high-ranking mob figures was highlighted by

 public rearings and reports on organized crime influence in Long
Branch and Monmouth County (197(), organized crime activities in
Ceean County (1972), narcotics trafiicking (1973), infiltration of
legitimate husinesses in Atlantie City (1977), organized crime in-
eursions in the dental health eare industry (1980} and into labor
relations profiteering at mass housing projects (1981). In addition,
nvestigations in other law enforcement areas that were subjected
0 both public hearings and reports included: State cleaning
services’ abures and state building service confractual irregu-
larities (1970), Hudson County Mosquito Commission ¢orruption
(1970), Jersey City waterfront land frauds (1971), workers com-
pensation misconduet (1973), misuse of surplus federal property
(1973), pseudo-charity sclicitations (1974), Lindenwold borough
corruption (1974), medicaid-clinical labs (1975), Middlesex land
deals (1976), prison furlough sbuses (1976), medicaid nursing
heme schemes (1976-7), improper conduct by private schools for
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handicapped children (1978), absentee ballot law transgressions
(1978), and mishandling of public insurance programs (1979).
Further, although no public hearings ensued, eritical public reports
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), easino control law problems (1977), medicaid
hogpital problems (197 7) and wrongful tax deductions f om publie

employees’ injury leave wages (1979). . ‘ ;

. As this annual report went to the printer, the Commiission was
in the process of bringing additional investigations to the public
hearing stage. ' R ' ‘ ‘

CITIZENS ASSISTANCE . o ‘ R
As in past years, hardly a week passed in 1981 that the Com- -
mission did not receive requests for investigative action, assistance
or advice from citizens of New Jersey. Commission records in. -
dicate more than 120 such citizen contacts, mostly for the purpose
‘of filing complaints about law enforcement and other problems -
‘affecting them or their communities. The Commission staff’s -
discussions and reviews of citizen complaints alone required an
average of more than 45 minutes per contact.. '

s -
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This is o oummawy of the Commw
L 1rect1,gatw%s undertaken since Juw,e 196

“ 8.C.1 became_staffed and opemtwna; . In.desert iy
;1 them as major investigations, it is mecmt that theé
o quired considerable time and e]fo'rt wnd where ap
S priate, resulted in a public hearing or a p’ublw rep;
" Singe these inquiries have. ‘been_ discussed.
T separ ate reports or PTEVIOUuS anriiual Tepor
sections’ of thw _report, only a bmefétatement 1b 0%
* each ling. subse ! ! t forti

OrGaN1zED CRIME. CONFRONTATIONS
- Since the suthmer “of :19'6'9; “the ;Cohimiséibn ‘has. been ‘issuing |
_subpoenas for the appearance and testlmony of mdlvztduals identi- .
fied by law enforcement authorities as: ‘leaders ‘or “membe
-+ -organized erime families operating in New J ersey.. ‘This progra

_has been part of .the Commission’s continuous ‘effort to increas
" the storehouse of intelligence, mufually shared with law enforce-.
* ment agencies, about the status, modes and’ patterns ‘of- underworld'
' operatlons in this siafe. However, the need to’ penetrate ‘the §0--
" called “Oath of Silence”, behind which ‘organized " crime. ﬁgures‘
"+ 41y to hide, has required the Comimission to utilize every constitu:,
“ tional weapon at its disposal. One of these important. anti-erime: ..
. tools is the power to grant immunity, following procedures that - - -
. gre in siriet aceord with the protections laid down by statute and L
" the judiciary. The Commission believes that, once Wltnesses have -

" been granted immunity against the use of their testimony or’any - = -
leads derived from'such testimony, a proper balance has been " - .-
struek between protecting individual rights and the respon51b1hty R
of the state to safeguard the public by learning as much as'possible '
about the plans and strategles of the underworld T]:us philosophy

: -+ See New Jersey State Comm1s=10n of Investlgatxon Annual Reports since 1969
See also Pp 948 of this Annuoal Report. e e




and approach have heen approved by the highest state and federal _
courts. o : . o

_ As part of this program of confrontation, nine organized crime
figures who were served with subpoenas elected to undergo ex-
tended periods of court-ordered imprisonment for eivil contempt for
refusing to answer 8,C.1. questions. In addition, certain organized
crime figures remain under S.C.L subpoena, for either continuing.
or future testimony, including Simone Rizzo (Sam the Plumber)
DeCavalcante, Carl (Pappy) Ippolite and J oseph Paterno, Among
the many organized crime figures known to have fled New J ersey in
an effort to avoid being served with S.C.T. subpoenas are Anthony
{(Tumae) Aceeturo of Livingston, Emilio (The Count) Delic and
Joseph Paterno of Newark, Joseph (Demus) Covello of Belleville,
John (Johnny D) DiGitio of Paramus, Tino Fiumara of Wyckoff;
John (Johnny Keys) Simone (murdered in Staten Island in
September, 1980), and Ippolito. The attempt by a number of these
1o seek alternate places of residence, primarily in"South Florida,
has been interrupted from time to time by federal and state indict. .
ments charging varicus eriminal violations. ' ‘

~ Of the nine organized crime figures who refused to testify before
the S.C.I., four gained release from jail only after agreeing to
testify. These four were Angelo Bruno. (murdered-in Philadelphia
in Mareh( 1980), Nicodemo (Little Nicky) Secarfo, Anthony {Little
Pussy) Russo (murdered in Long Branch in April, 1979) and
Nicholas Russo. A fifth, Gerardo Catena, who had been imprisoned
in Mareh, 1970, was ordered released in 1975 by the New Jersey
. State Supreme Court, which ruled that imprisonment had lost its:

coercive effect because he had demonstrated a resolve never to . - .
testify. Similarly, two others, Ralph (Blackie) Napok and Louis S

(Bobby) Manna, subsequently gained release after long periods of
-incarceration. An eighth, John (Johnny Coca Cola) Lardiere; who -

had been jailed sinee 1971 for refusing to testify before the S.CIL,

was shot to death in 1977 while on a court-ordered Easter furlough.. .

The minth, Joseph. (Bayonne Joe) Zicarelli, iz om temporary -

medical furlough from jail. R SR
New Jersey’s former Attorney General Hyland, who was the

agency’s first chairman, has cbserved: “ . . much has already o
been done to eliminate — or at least to weaken — organized erime, -

Much of the credit for that success belongs to the 8.C.I. for-its

efforts in secking testimony from alleged organized crimie figures -

-the problems associated with organized: crime.”. . ...
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2, THE GARBAGE INDUSTRY®

The Le“zslature in 1969 passed a resolution requesting the
(‘01nnhs=1ov to investigate the garbage industry and make recom-
mendations for possible corrective actlon at the state level., An
investigation was subsequently undertaken by the S.C1. of certain
practlc\.v and procedures in that industry. The investigation ended
with two weeks of private hearings, concluding in September, 1969,

A primcipal fuding of the Commission was that some garbage
industry trade associalions discouraged competition, encouraged
collusive bidding, and preserved allocations of customers on a
territorial basis, Unless the wice of customer allocalion was
curbed by the state, the Commission concluded, many muﬂzicipalities
would continue to be faced wiih the probl’em of receiving only one
bid for waste collection,

The Commzss:-on recommended legislative action leading to a
statewide approach fo regulating and policing of the garbage
iw-dustry. Specific recommendations were: Prohibit customer

erritorial allocolion, price fixing and collusive bidding; provide
for icensing by the state (to the exclusion of municipal licenses)
of all waste collectors in New Jersey, and prohibil discrimination
in the use of privately owned waste disposal arcas, State regula-
tion of the industry eventually was enacted Ly the Legislature.

3. CrcaMizpp CriME IN MoNMoUTH COUNTY®¥

.The sez-lsh city of I.ong Branch was in the late 1960s the
target of chax q s and d:qclomres about the influence of organized
erime. One charge wag that an organized crime figure, Anthony_
(Little Pusqv Fusze, contrelled the mayor and the city couneil.
Official 1‘epoﬁrs indieated mol figures were operating in an atmo-
spbere relatively secure from law enferesment. The Commission
began an investigation in May, 1969, that culminated with publie

hearings in ear ]y 1970. Among the disclosures were:

“That a Long Branch city manager was ousted from kis job by
the ity council after he began taking counter-action against
organized crime’s mﬂucnee, that Ruszo offered to get the city
manager’s job back for that same person if he would close his eyes

* See New Jersey State Commission of Invectigaaon, A Report ‘Qelatmg to the Garhage

industry, Octcber 7, 1969.
» See New Jerscy State Comumission of Investigation, 1970 Annual Report, fssued

February, 1971,
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to underworld influences and act as & front for the mob; that
impending poliee raids on gambling establishments were being
leaked in {ime to.prevent arrests despite the anti-gambling efforts
of an honest police chief who died in 1968, and that the next police
chief lacked the integrity and desire to investigate organized crime
and stem its influence, - - I

After the hearings, the irresponsible police chief resigned and
the electomt_e voted in g new administration, '

The Asbury Park Press commented edfitoﬁally that the Commis-
sion’s hearings did more g00d than four previpys grand jury
wmvestigations. Also, the Commission’s special agents developed

formed by Russo, information which was used by federal authori.
ties in oblaining a 1971 indictment of Russo on g ckarge of failure
1o file corporate income tog returns. He pleaded guilty to that
charge and received g three-year prison sentence. Russo was
murdered in 1979, ' o _ -

The Ldng Branch inquiry extended to the_oﬂic_e of Monmoufh-'

‘County’s then chief of county detectives. Thig probe determined

office. Twenty-four hours after the Commission issued subpoenag -
in October, 1969, the chief committed suicide, ‘

Publie hearings were held in late 1970. Tesfimony showed that

a confidential expense account supposedly used for nine years by

the chief of detectives to pay informants wag not used for that -
Purpose and could not he accounted for. The testimony algo
detailed how that fund was solely controlled by the chief with no -
county audit and no supervision by the county prosecutor. Im faet, -
the county prosecutor testified that he signed vouchers in blank,

- The Commission after the hearing made g series of recommendg-
tions lo reform the countly prosecutor system. A- principal recom.-
mendation was for full-time prosecutors and assistants. A state
law, since enacted, has established Tull-time prosecutorial staff's

i the more populous counties of New Jersey amd additional

statutes are requiring full-time prosecutors in’ certain other _
counties. Prior fo the Commission’s probe, there were no full-time -
county prosecutors in the state. L ' ‘
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4. Ve Stare IDivision or PURCIIASE AND PROPERTY*V

Mhe Commiesion in Pebenary, 1070, hegan investigating charges
of corrnyd practices sl procedures involving the State Division
of Purchnse und Properiy and suppliers of state services. Publie
Learings were beld al which testimony showed pavoifs to a state
buver io get cleaning contracis Lor stale buildings, rigging of bids -
on state contracts, remewal of those contracts withont bidding,
“unsatisfactory performance of work called for wnder state con-
tracts, and illegal contracting of such work.

Afier the investigation, the slale buyer was dismissed from his
j6b. Records of the invesligation were turned over to the Stale
Attorney General’s Office which obtained an indiciment charging -
ihe buyer with misconduct in ofice. He pleaded guilly and was
fined and placed on probation. . .

This investigation met with immediate correctional steps by the
 Division of Purchase and Property, which voluntarily changed
procedures 1o prevent recurrence ‘of similar incidents.

5, Tur BUiLDING SERVICES INDUSTRY**

The probe of the Division of Purchase end Property bronght to
he Commission’s attention anti-competitive and other improper
practices and influences in the building services industry. Publie
hearings were held in June, 1970. '

Mestimony showed the existence of a irade organization designed
1o thwart competition by limiting free bidding and enterprise. The
hearincs also revealed that a union official linked with organized
erime figures was the real power in the trade organization, and
ihat coereed sales of certain detergent cleaning products and im-
position of sweetheart contracts were sometimes the price of labor
neace. The inquiry also revesled that a major organized crime .
Agure in New Jersey acted as an arbiter of disputes between some
cleaning companies. :

The Commission’s mwestioation of restraint-of-trade and other
ebusive practices in the building service and mainlenance Mmdustry
arouscd the interest of the United States Senate Commerce Com-

* See New Jersey State Comumission ‘of Investigation, 1970 Annual Report, issued
February, 1971, . L

=% Qee New Jersey Commission of Investigation, 1070 Annual Report, issued Fehruary,
1971, 3 .
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millee. T, COmn e Sr i ed Hie N e h'.\-f{[‘u af ifs juron publie
Ireayings oy cardanized Crinee D finlerstat renimerces Adsa result of
the't testimony the Anki fvust Hivision of the Usiiled States Justice
Departinent it oesistonee from the SO daqunched an neestiga.
lion to an association. awkich allocaled terrilories and cusfomers
10 various member building service mainlenance companies in _
New Jersey. Im Moy, 1974, ¢ Federal Grand Jury indicled 12

companies and 17 officials for conepiring 1o shut out compelilion

. the indusiry. The companies were the same as those wmvolved

wn the 8.C.1.0s public hearings. Attorney Roger L. Currier of the

Justice Department’s anti-trust division in FPhiladelphia, in coor-.
cination with the 7.8, Altorney’s office in New Jersey, brought the

enlire case 10 a final conclusion on Oct. 25, 1977, On that daote the
defendants ended the government’s civil action by agreeing o a
consent judgment stipulating they would abandon ihe practices
alicged against them, Earlier, the government’s criminal suit
agownst the defendants was completed in March, 1976, by which
time one company had vleaded guilty io ihe charges, the other
defendonts pleaded mo contest and - fines totaling $233,000 were
levied, . : -

6. Tur Hupsen CounTty Mosquito Commission®

During 1970 the Commjssion received allegations of corrupt
practices in the operation of the Hudson County Mosquito Exter-
mination Commission. An investigation led to public hearings at
the close of 1970, - :

The Mosguito Commiesion’s treasurer, who was almost blind,
testified that he signed checks and vouchers on direction from the
agency’s executive director. The testimony slso revealed shake.
down payments in connection with econstruetion projects or
rights-of-way in the Hudson meadowlands, the existence of &
secret bank acconnt, znd kickback payments by contractors and
suppliers under a fraundulent voucher scheme.

One result of this mvestigation was abolition of the Mosquito
Commission, an agency which served no valid function ang whose
cannual budget was epproaching the §500,000 mark, ' '

Also, after receiving S.0.1. records of the imvestigation, the

Hudson County Prosecutor’s Ofiice obtained conspiracy --and- -

" *See New Jersey Commission of Investigation 1970 Annual Report;'issﬁed Feb'ruéljr'; :
1971, R , - o
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cimbiceslement dudictunenls agwinst the Bosquito Commssion’s
cucenlice diveclor and bis Lo sons, The execuitve dircelor pleaded
guilty to enibicszlononl aid in June, 19782, acas senlenced 1o hwe 1o
Jour years in prison. lis sons pleaded guilty to conspirucy and
were fined §1,000 each. .

7. RISAFEECPRIATION OF FURNDS IN ATLANTIC COUNTY*

The Commission in 1670 investigated the misappropriation of

© £130,396 1hat came to light with the suicide of a purchasing agent
in Atlantic County’s government. The Commigsion in December of
ibat vesr issued a defailed public report which documented in
sworn testimony a viclation of public trust snd a breakdown in
the use of the powers of county government. The ingniry revealed
how {hat purchasing agent fraudulently diverted money to his
own nuse cver a peried of 13 years. The sworn tfestimony con-
~firmed that for vears prior to 1971, monthly appropriation sheets .
of many departments contained irregularities traceable to the

purchasing agent but that no highly placed county official ever

tried to get a full explanation of those irregularities. The testimony

sleo disclosed that after county officizls were first netified by the

bank abount the falee check endorsement part of the agent’s scheme,

zn inadequate investigation was conducted by some county officials.

r
or

Copies of the Commission’s report were semt to Freeholder
Boards throughout the siale for use as a guide in preventing any
Juriher instonces of similer misapproprietion of funds. 4sa result
of ficcal irregulariiies uncovered in its probes not only of Atlantic
Cousnly bui also of county agencies in Monmouth and Hudson
counties, the Commission recommended that county and municipal
ciciiors be mandaied 1o exercise more responsibility jor maintain-
ing integrily, with stress on conlinuous reviews of the infernal
conirols of county and local governments.

8. DEVELOFMENT OF PCINT BREEZE IN JERsEY CrTy*¥* .

The lands that lie along the Jersey City waterfront are among
1he most valuzble and economically important in the state. The
Commissicn in the Spring of 1971 investigated allegations of cor-

* See Report on Miszppropriztion of Poblic Funds, Atlantic County, 2 Report by the

New Jersey State Commission of Investigation, December, 1971, o
#* See New Jersey State Commission of Investigation, 1971 Annual Report, issued

March, 1972, )
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ruption and other irregnlarities in the development of the Point
Breeze ares of J ersey City’s waterfront as a containership port
and an industrial park. o : :

The investigation revealed a classie, informative example of .
how a proper and needed development. could he frustrated by
improper procedures, Public hearings in October, 1971, disclosed
& payoff to public officials, improper receipt of real estate com-
missions, and irregular approaches to the use of state laws for
blighted areas and granting tax abatement, S

Two bills imple?nenting S.C.I1 recommendations from this probe

In oddition, the Commission referred probe récords to prosecu-~
torial authorities. 4 Hudson County Grand Jury returned am

- 9. Tacrics anD STRATEGIES OF ORGANIZED CrRiME®

- Althongh not a “sworn’’ member of organized crime, Herbert
Gross, a former Lakewood hotel operator and real estate man,
beoame during 1965-70 a virtual part of the mob through involve- - ‘

ment in numbers banks, skylock loan operations, cashing of stolen o

securities and other activities. In order to shorten a State Prison
term-in 1971, Gross began in {hat year to cooperate with govern-
ment agencies, including the S.CI. - - ' .

Gross’s testimony during two days of Public hearings by the
Commission in February, 1972, pinpointed the ruthless operations
of organized crime fignres in the Qcean County area and their

ties back to underworld bosses in Northern New J ersey 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-

association, he lost assets of about $60,000 in___six..months.-----?---- R

*See New Jersey State Commission of Investigation, 1972 Annual Report, issued
February, 1973, - ’ . ‘
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]u(uuf.s of this dnvesligalion awere made avatluble o /tdtrui
oulleorilics who subscguently obiaincd an cxloriion-conspiracy
indictment aguinst nine or gasiccd crime figures relative to a .‘?h_j- S
lock luan dispuie whick culminaled with an underworld ““ sitdown’’
or brial. New Jerscy low enforcenmend officials lestified at the 8.C 1.
Jicarings that the public exposure aff orded by those sessions demon-

. firaied the nced for continually aetive vigilance agamst owaamed : T
. c;ome,ﬂaxucwla,lj mmpzle developmg areas. : ¥ S

N ATI.ANTIC COUNTY

P‘RC;ZEB Y PURC

' Te COMiSEJOﬂ cwm 1971 7ece1red mformatwn et th

ey have overpsid for the site of the Stockton Siate Colleg '

S”-pai‘.e m
in Gello OWEY Township, Atlantic County. q1:113‘=eqmant field investd
- gelicns and *DTlTa‘te hearings. ex benc;mg mto” 1912__.’5h0wed “that
' paymeht of §52¢4 an acre for a key B95-acre iract was indeed

_ L.Lb%anmmly {he same acr"eage had been sold only nine
. earlier by two corpora’nc ¢ hezded by some Atlantie 01ty busines
"~ men to a New York City-based land pnrchaﬁmg group for $475
which wzs zbout double  the per acre prlce

leading fo exces
sdeguate and mlcleuomg apprazsale of land that " had . recentl

chenged handr ata premlum price;snd a lack of EXPEI'tL., nd sa,f
gha*cc in Staie Division of Pu rehase end Property' rocedures 1o
_ c,lccorer and oorreet the appralsal problemss

' The 5‘6110’1‘?5 ctrecced a‘mmber of mcommendwﬁwns.‘to ANSUTE
that the Division would the Juture detect and correct fault'
W ag,p?acsal.,. Eey. recommendalions were posi- appmzsa,l TeViews
by qualified experts end slrict. pre- -qualifications o ,appmzsers
bejore being listed as eu‘gable to work for the state. The: 76O
mes—waat@onﬂ fwe're prompily wnpleme%ted by the Divisio

PET &BCTE, ;
¢ COMpET able large-tract seles in the Galloway. area. . The" Coms- i
" giom in a public report in Jume, 1872 ‘cited two cr1tleal fawsg' Tas [
sive o¥erpaym ent for ‘the land by. the statet To |

Purc‘hase Prgcnces of the Divis 0 of . J

= See Reporf. :nd Recommendchoﬁ on Propertv
Jersey Comrmssmn of InVESUgatJOII,

- Torchzse and Property, & Report by the New
; 1§_sued June, 1972,




11. BANK FRAUD IN MIpDLESEX COUNTY™ :
Investigative dctivities during 1971 in Middlesex County directed
the Commission’s ‘attention to Santo R, Santisi, then president
of the Middlesex County Bank, which he founded. A probe by the
Commission’s special agents and special agents/accountants con-
centrated on Santisi-controlled corporations, in particular the
Otnas Holding Company. :

The probe mmeovered schemes by Santisi and his entourage for
the use of publicly invested funds in Otnas solely for their own
perscnal gain, apparently illicit public sale of stock without the-
required state registretion and misapplication by Santisi of
hundreds of thousands of dollars of funds of the Middlesex County
Bank. Those funds were ‘““loaned” fo 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 corporations, : ‘ :

During the first guarter:of 1979 the Commission completed
private hearings in this wmvestigation but deferred planned public
hearings ot the reguest of bank examiners who expressed fears
about the tmpact of adverse publicity on the bank’s financial health,
Instead, the S.C.1. referred data from this investigation to Jederal
euthorities who obicined indictments of Santisi and several ¢ f his
cohorts on charges wmvelving -the misapplied bank Junds, All
pleaded guilty. Santisi was sentenced to three years in prison.
One of his associates was sentenced to g year in prison and two
others received suspended semtences.

12. Tur OFFICE OF THE ATTORNEY GENERAL¥¥

In the summer of 1972 the Commission was requested by the
then Attorney Genersl of New J ersey, George F. Kugler, J T, to
investigate his office’s handling of the case of Paul J. Sherwin,
the Secretary of State who was convieted on a conspiracy indiet-
ment in connection with a campaign contribution made by a con- -
tractor who had bid on a state highway contract, The request
triggered an investigation which extended into early 1973. The
Commission took from 22 witnesses sworn testimony consisting

gL Joree Commivion of Ivetgion, 1972 Aot Rpot bwed Fetruwy,

U See Report on Investigation of the Oifice of the Attorney -General of New Jersey, A
" Report by New Jersey State Commission of Investigation, issued January, 1973, - ‘
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cof more 1han 3,300 pages of ::'scrdj;t_ .;nd alco mtroc‘iuced exhﬁ)lts

consisiing of more ik 30 1y age Trte Commission, by unanimous ‘

resolution, ivsued in 1978 & 1,600-pege report which was forwarded ;
1o 1he Covernor and the Legicisture m,d 1o all news medm. John

J. Frauds, the retired Associate Justice of:the. New. Jersey
Supreme Court, served without ccmpen%hon as Special Counnsel -
t0 ibe Commission in the mveehgatmn Rl T

oe
t
ar

4 wh{. 7 L TGGE pm,uc cFZ s'ecomed testimony cmd ex?wbzts
il “we g wo reliable evidence whatever 1o reasowably
onclusion thai Aticrney General Kugler was derélict in
nforcement obligeiions.”’ The report a,Zvo otiacked ceriain.
lypes ¢ f solitical compaien contributions as a “malignant cance
- inthe Jcod sireem ¢f our pelilical life’’ and urged the pw?nbztwn}
o of such cc,m@bmncm ic muuzc cfficials by those aspiring .for-gov-

P}
-t
e
(g
it -
@ =

o7g £vs tem for comnen atmg 1Ildlﬁd‘[1a:l$ “for employ-
- ¢ became durin g the mrly 18708 the object of intense =
o scrnt‘iny. 'n addition to evidence and statisties mdmatmg faults i
in the system, there were persisteni pmbliched. reports, that:_". ?
irregulaniil es, abhceﬁ and Megalities were being ignored of.comer”

doned. Meupting complainis }ec. tke State Commissioner of Laborf‘-}
and Induelry 1o reguest &n 11"-ve=t1r'at10n ‘That task, W}:uch was"’

‘cundericken Ly the 8.C.1., wee cne of “ihe a,gency’n most comprehen—_.
sive inguiries. The .mC‘f £s presented at mnine days.of -public
bearings in ’“rcmcn in Me T‘-:L ne, 1973, documerted abuses which |

included BUWET Led COoIY pcbsatzcn c]alms lavish gift-giving and. "~ -
enieriaining, qre {icniable conduct by some judges, and the use by -
‘some lew frme of favered beet- t‘“Eat.LEO' doctors or. “house doctors??

who i ﬁated claims by bill- padCl‘ﬂg

Aea res Zi C‘f the uwesiz‘gaf{cn three Judges of . Compensatwn -
were given isciplingry SuSpenss mu, with one of them eventually
€irg d{.smé‘-sad’- ]’mm cfﬁce by the Governor:: < After referml of
deia im ihie probe to "J?C“G(‘%‘!‘GHCI authorities, on Essex Counly
Grond Jury during 1976 indicted two partners of o law firm and
ihe firm’s business manc ger on charaes of co'nspwacy and obta,m-

# See Finzl Report znd 'Reccmmend tions on the Imve:hgchon of the V&orkmens Com-
pensation System, 2 Report by the New Jersev ‘:iote Commzssson of Invest:gat\on,

J annary, 1974,
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heat-ireal ment, fillopueddin g selieme caposed al ihe S.C1.s public
hurings, Alsa, the Waterfront Comnission nf New York Harbor
wsed 1he investigalie techmigues and methodology established by
the S.C.1. in 1his mrestigalion to uncover widespread Workmen’s
Compensation frouds wmvolving dock workers, - o

W money wnder folse prelenses dnocownection with the alleged

14, Misuse OF SCHOOL PROFERTY IN Passsic COUNTY*

A citizen’s complaint received in J aruary, 1973, prompted the
Commiesion 1o inguire into the handling and distribution by the
Stete of federal surplus property denated for mse in schools and
other institutions as well &s questionzble transactions at the
Pessaic County Vocetional and Technieal High School in Wayne.
'The investigstion was capped by five days of public hearings at -
the Passaic County Courthouse in Paterson. - ' e

The bearings disclosed that the school’s purchasing agent, who
also wee its business menzager, failed 1o obtain competitive prices
for meny goods purchased, that substantial amounts of goods and
services were purchased through middlemen, ene of whom marked
up prices by mere than 100 per cent, 2nd that regular payoffs were
mzde to the school’s purchasing agent. The evidence glso com-
firmed ket the purchasing sgent vsed seme school employees and
preperty Yor improvements at his bome and that the school had
“kecome & cumping grovnd for millicns of dollars of federally"
donated surplus property under a mismansged state program.

IHE investigation led 10 8.0 recommendations for administra-
live corrective steps to establish an efficient program of state
~aistribution of the Susplus properiy and for improved procedures
for school bourds in cversceing purchasing practices. The State
Eoard of Education relayed the S.C.L recommendations to all
school boards in the state with instructions to be guided by them.

Further, after referral of dala from ihis probe to the Siate
Criminal Justice Division, a State Gramd Jury indicted Aleg
Emollock, the school’s manager and purchasing agent, on charges
of taking nearly $40,000 in kickbacks., He wae convicted of nine.
counts of accepting bribes and was sentenced io one to three years
in state pricon and fined £9,000. Superior Court Appellate Division
early in 1677 upheld Smollock’s conviction. Later, in.March, T9FP -

* See' New Jersey State Commission of Investigation, Annual Report for 1973, issued
©in March, 1974, S -
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i e civil ewil by Pussaic County frecholders and the Technical-
Vocational High School, Swallock waes ordered by Superior Court
to velurn salary e received during suspension from school duties
as well as the bribe money. In Februory, 1978, he agreed under a

Superior Court setilement o repay the county more than §50,000
w 60 wnstallments during a five-year period upon completion of his
prison lerm. ' ' B

. TrE DrUG TRAFTrIC AND LAW FNFORCEMENT®

Narcotics and iheir relaticnship to Jaw enforcement in New
Jersey ave a naturs] arez of concern for the Commission, since the
htge prefite to be made from illicit narcotics trafﬁckmg sTe an
chvicus Jure to eriminal elements. As a result of an increase
in tbe S.Cl.’s intelligence gzthering during 1873 relstive to .
rareotics, the Commission obizined considerable informatiom
concerning eertain eriminal elements in Northern New Jersey. A
suheecuent investigation produced a mass of detail about drug
trafcii }tpubthzcurm s in Jate 1973, witnesses revealed their
J_m-clvement in heroin znd cocaine transactions in North Jersey,

rhed by accounts of a killing and an attempt by erime figures to
rerenade & witness to commit murder. Federal, state and county
avthorities testified about {he international, intersiate and intra-
- sizte fiow of hercin and cocaine and problems of law enforcement
vnits respensible for the fight againet illicit narcotics distribution.

\H-J

Due o a combination ef a relioble mformant and on exlensive
Jellow-up dnvestigation by £.C.1. agents, this probe had significant
colleiercl resulis. These included the solvm_g of a gangland style
si’-ry ng cose and the busting of a stolen jewelry fencing ring and a
rine federation burglary ring of more than 30 individuals. Both
i}’e- Yesex Coundy (N. J.) Prosecutor and the Lackawanna County

(Pa.) District Altorney complimented the S§.C.I, for referrals of
probe dota and ciherwise aiding low enforcement, The hearings
aleo generated 8.C.I, recommendations for an improved law en-
Jorcement aitack on narcotice distribution and for revisions of the
w-a?'coi{.cs low, including sterner peﬁ-zarlties for non-addict pushers..

q

* Zew New Jersey State Commission of Investigztion, Annual Report {or 19/3 issued
in March, 1974. . . .
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16, Pspuno-Chamirans FUND-RA1sING APPEALS*

A growing mumber of companies were established in New Jersey
to sell- by teleplione exorbitanily high-priced household produacts,
principally Jight hulbs, in tlie name of allegedly handicapped
workers. Although different in age, gize and some operating
procedures, all created zm illusion of charitable works for the
handicapped through telephoenie sales presentations which stressed
references to “handicaps’ or ‘‘the handicapped.’”” Consumers by
the hundreds, outraged upen learning they had been duped into
thinking these profit-oriented businesses were charities, registered
complaints with the Stafe Division of Consumer Affairs. That
Division sought a full 8.C.T. investigation of these pseudo-charities
because of the broader purview of the Commission’s statnte, 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 reople were willing to pay kigh
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 claimed they were
handicapped to induce sales; that solicitors, handicapped or not, .
were subject to prompt dismissal if they did not produce enough -
sales fo aseure 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 autbentically bandieapped solicitors could be harmed -
by having to constantly dwell on their ailments in order to induce .
sales, and that pseudo-charitable eppeals drained off millions of
dollars each year that otherwise could be tapped by authentic
charities. : o : :

Access to data from this wmvestigation was offered to federal
officials Loth during the probe and immediately after the ‘public
hearings. Subsequently, the owner of one of the profit-making
companies identified at the S.C.1.%s hearings and the sales manager -
of another company were charged with fraud by federal author-
ilies. Doth pleaded guilty. _ _ :

4 number of bills to implement S.C.I. recommendations in the
choritable fund-raising field were introduced in the Legislature.
In April, 1977, Governor Brenden T. Byrne signed into law a bill
to require authorization by the Attorney General before corpora-.

*.See. Final . Report--and-Recommendations on " the Trvéstigation” 't'a:f“ Profit Oriented

Companies Operating in a Pseudo-Charitable Manner, a Report by the New Jersey
State Commission of Investigation, September, 1974. . . : -
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fioms can identify themselves ol fund raisers for the handi-
capped ' or Lhe bl Another bill, 1o require 7:1'()[;:.*:.‘."5()-?“:.1"
faaed viisers Lo provide financiad reporle to the Atlorney General, ~ 0
also clearcd lie Legislalure and was signed into luw by, the
 Governor. on December 15, 1977077 ' : AR

TiE DELAWARE RIVER FPoRT AU_TE'QRITY?E
e Stale Executive Commission on Bihicel Stapdards durin
1074 reounested ibe S.C.L7s cceistamce in investigating allegations

1874 3
_¢f possible confiicis of interest of Balph Cornell, then the Chairman’
of the Delewere River Fort Avthority: He-had been a.commis.

. iomer of ihat Authority sipee its incepiion in 1951, The yeason for
ihe request, as steted by. the Eibies Commission, was that *‘the
izte Commission of Investigation i¢ better equipped in terms of
cperating procedures to. conduet this

resources end Oper

Sted
persenmel,
g 2y

“of bocks and |
“igréer 1o expose certzin business relstionships relative to subeon-

. tracting work dome on A gihority projects.. After holding private. .
" bearinge on 14 CCCARS

:one {rom March through-Avgust of 1674, the . -
Commission issued & compre}:-ezlsive-pub -

. The investigation involved the zpslysis of a virtusl mouptain
secords of the Avthority, corporations. and banks 1

lie report on this inquiry

ood sent it 16 he Governor and ihe Bihical Stapdards Commission

* sppropriaiely leaving .io thal Commission the final jundgments o

i the-full factual picture presented by the report.
given copies of the report.:.

S In Ceiober, 1977, the Delawore River Port Authority agreed t
" aceept @ poyment of 856,666 by Mr. ‘Cornell as a repayment of
profits eome of fis frms wmade on Authority projecis.. The seitle-
ment represented G compromise of the Auihority’s claim that the
profils amounted 10 §64,550 and My, Cornell’s claim that they were:
Sa7,004. Port Authority councel seid the settlement was accepted,
0 GuoiG s exiencive eTPENSIVE itigaiion.’l Cornell’s_counsel em:
. phasized that the seltlement was not i6 be regarded as an admission
of wability. Mr. Cornell, who was absclved of any criminal wrony
doing by the siate in 1975, was %ol reappoinied 10 th Authority

when Tis term expired in January, 1975,

_Genersl’s Office also Was

Ralph Cornell, Chairman of
ew Jersey State Commission -

* See Report on the Competibility of th.e In-tere'st's of Mr.
the Deleware River Port Authority, & Keport by the N
~of _Investi_gaﬁon? October, 1974, : o




18, Tur GOVERNMENT OF LINnENwOLp*

“A cilizen’s leflor alleging abuses in 1he government of {he
Borongh of Lindenwold, a rapidly developed sunburban community
in Camden County, was received by the Commission in the latter
part of 1978, One of the Jetter’s signatories, a former Borough
Councilman in Lindenwold, in & subsequent interview with S.C.L
fpecial agents, told not only of sbuses concerning ethical standards
bot also of offeial corruption. He brought with him to the 8.C.1.%
office $5,000 he received, but never spent, a¢ his share of 'Iz)a"yoﬁ_s ,
made for votes favorable 10 land develo}qmentiprojéct's_.‘; R

- The Commission obtsined substantial corroboration of this
man’s story of amorality in the Borough’s: government. At three -
deys of public hearings in Trenton in December, 1974, the Com.’
mission heard testimony supported by numerous exhibits that

$158,500 had been paid by land developers to Lindenwold publie’
ofiicie]s in return for favorable treaiment and cooperation of the.
Borcugh goVvernment, that a Borough official and'a eounty official

hed accepted substantial amounts of cash from companies owning’
land subject to the officials’ regulation, and that Lindenwold public .
officials used strawmen to mash their purchases of properties which

were offered for sale by the Borough, - ' :

~The principal 8.C1, recommendation stemmaing from ihis hearing
“wes for enactment of a iough conflict of interest low to epply uni-
Jormly on a statewide basis to gl county and énmzicépal’ofﬁcialsl '
Legislation meeting the 8.C.J s standards is pending in the Legis-

~The S.C.I referred the Lindenwold probe records to the Criminal
Justice Division which obtained State Grand Jury indictments in
1878, Former M ayor William J. MeDade and real estate developer
Jokn Piper pleaded guilty to bribery and conspiracy charges on -
September 26, 1977, as their trial was scheduled te start, Former
Councilman Arthur W. Scheid wos found guilly on three counts
and former Councilman Dominic Stranieri was found guilty on

two counts after i heir trial concluded October 5, 1977.
* See New }erses' State Commission 'of'Investfgetion, 1974 Annual Report, issued in
March, 1975, L - T




1O, Lann Acoristrion ny Mimpresex Counry*

'I'lw Connnission received noseries of eitizens” complaints during
the Spring o 3975 ahont alleged overpayment by the Middlesex
Counly covernment Tor purchinge of certain Tands for park purposes
under he State’s Green Acres program. A preliminary dnguiry
by the Comission indicated that overpayinents had occurred and
that fav.:J:ty ‘eal esfale "‘Jpz'ais.als and-jusnflicient review of those
eppraisels Ly ihe Countyls Land Acguisilion Department and

Ly the Stete’s Green Acres unit were al the root of ihe problem.
Accordingly, ‘he 0011-,-1551011 suihorized a full-scale invesligation
of the Ceunty’s lend scguicition pzocedures and related Green

Lceres’ progre m practices. Public hearings were held in Trenton
in January, 1976.

As a resull of the 8.C1°¢ expocures in this investigailion, the
Ldmimiciraior of the Couniy’s Land Acquisilion Department was
<-'u<‘yc wied Jrom L.m post, and the Counly government moved to
EHluTE G OTE SITHGE mﬁ process of checks and balances on land
on G ocea"‘m' ¢s. Even bLefore the S8.C.1. completed its 1976

GCQULSHT
frearin (S, GTTANGEMENTE were Leing formalized voluniaridy by state
cﬂxc lole, Gleried by the Commission’s findings, for the iransfer of

ihe G:ee'ﬂ Acres approical and posi-epprateal review and control
epsiem from the Department of Environmental Protection to the
Department of Traneporiction — cne of many general and tech-
wicol recommendations by ihe Commission that were implemented

as ares wlt ¢f ihe inguiry. In addiiion, data from the S.CI. investi-
geiion wes referved to prosecutorial authonizes

The Middlesex C,awd Jury nvestigated the conduct of the
Iiddlecen Coundy Land Acguisition Department and its former
Adminsirelor 68 ¢ vesult of a?learho ns raised during public hear-
inge by the S.C.1. On September 27, 2976, the Grand Jury returned
@ preseniment in which i caid thai while it found ‘“no provable

afirmeiive criminal act’’ by the Adminisiralor, ‘il does feel that
his aclions in ihal capecily wndicaied on insufficient expertise and
lack of concern to perform his office in the best interesis of ihe .
citicens of Middlesex County.”’ The Grand Jury also noled that
he solicited and collecied political coniribuiions from the same
sweople with whom he deali as deparimental adminisirator.

The Gremd Jury’s presentment noled thal ‘“eince the public
Lhearinge of the State Commission of Investigation in January, 1976

* See New Jersey State Commission of Investigaﬁbn, Annual Report for 1975,
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the Frechelders of Middicsexr County hove already taken substan-
tial correctinve actions.” However, i wrged an eddition that the

A

¢fiice of Land Acquisition 4dminstralor be “completely disassoci-
cied”” from solicitation and collection of political contributions

- and elso that ““cll of ihe county ofjicials who conirol the award of
comiacts be forbidden Jrom soliciting comtribulions jrom in-
cividuals cver whom they hove the power to award coniracts,”
In dugust, 1961, the Middlesen Jreeholder board authorized the
fling of a suit egainst 21 compenies and wndividuals 1o recoup

£1.6 miillion in overpayments for parkiands that had been revealed

by the S.C.1. probe.

20. PrE-PAROLE RELEASE IN THE PRISONSH®

The Commission during 1974 and 1975 received coreplainis alleg-
ing zbuses of the pre-parole release programs of New Jersey’s

ccrrectional eystem. The programs, simed at the worthy goal of
re-introducing inmates to society, included furloughs, work releases, .

edueation releases and community relesses. Lengthy preliminary
inguiries to evalveie the complaints indiecated clearly that the
effectiveness and goals of the programs were being subverted by

gross misconduet etiributable to weaknesses in the operation and’

- supervision of the programs.

Lecordingly, the Commiseion by resolution in September, 1'97'5;
authorized a full investigation. The probe extended into 1§76,

with public hearings being held during May and June of 1976.

Prineipel Cisclosures at the hearings included:

* Felsification of furlough and other Types of ap-
Flicetions to gein premature entry into the release
programs. R [

* Esteblishment of favored status for some inmates-
and a resulting system of bartering for favors, includ- -
ing monetary exchanges among inmates.

* The ease with which work, educational and other
relezses could be ripped off because of insufficient
- supervisicn in hands of the inmates themselves,

* Tke intrnsion of a bai*ter-for-faﬁors system for the o
transfer of inmates from one to another of the various
penal institutions. . - : : ‘

* See New Jersey State Commission of Im.'e-stfgéf.ion Eighth Aﬂmial Repﬂrt,' issued in
April, 1977, IR - e g,
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 As the Commission stated publicly, ifs probe and hearings were

aided substantially by Ann Klein, the former Commissioner of
Institutions and Agencies who became 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 magjor reforms of prison
furlough procedures. These changes included elimination of
inmate supervision of the furlough program and the provision of
funds for non-inmate conirol of i, as the Commission had recom-
mended. : ' S

In addition to these reforms, a series of indictments and arrests
resulted after.the Commission referved its facts and public hear-
ings tramscripts to the Attorney General and other oppropriaie

- prosecuting authorities. '

The Attorney General announced in January, 1977, the indict-
ment by the State Grand Jury of five former inmates of Leesburg
Siate Prison on charges of escape im connection with alleged
fraudulent oblaining of furloughs from the prison. :

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-
" sion’s private and public hearings. A glaring abuse involving the
ex-clerk was the utilization of a bogus court opinion o obiain a

substamtial reduction in the prison sentence——and therefore the
premature release—of one inmate, Patrick Pizuto, known to law
enforcement authorities as an underling of the late Anthony (Litile
Pussy) Russo, a seashore mob figure. This disclosure at the
© 8.C0.1%s hearing led to the immediate reincarceration of Pizulo,
who was subsequently indicted for murder and on federal bank
fraud charges. On December 8, 1977, Superior Court Appeliate
Division dismissed as moot Pizuto’s appeal from his reincarcera-
tion. Pizuto subsequently became an informant for law enforce-
ment authorities imvestigating underworld crimes and is in the
federal witness protection program. '

21. ‘THE NEw JERSEY MEDICAID PROGRAM*

Tn December of 1974 Governor Brendan T. Byrne requested the
State Commission of Investigation to conduct an evalnation of -
New Jersey’s system of Medicaid reimbursement. '

* See New Jersey State Commission of Investigation 1975, 1976 and 1977 Annual Reports,
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- 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
pattern based on the premise, later substantiated, that the social
and financial cost of apparent widespread exploitation of the huge
health care delivery system would warrant urgent interim statu- -
tory and regulatory correction. A chronological charting of the
entire investigation shows the Commission took the following
public steps: T T

~ . Numsine Homes—An initial public. report by the S.01 on
April 3, 1975, exposed serious flaws in the rental and related phases.
of New Jersey’s method of property cost reimbursements of Medi- ,
“caid-participating nursing homes, one critical conclusion of which
was that inflated reimbursement schedules allowed unconscionably -
inflated profits to greedy entrepreneurs at heavy cost to taxpayers. o

* Curvican Larorarortes—A formal publie 8.C.I. pronouncement
on April 23, 1875, detailed dangerously poor eonditions and pro-
cedures in certain. independent clinieal laboratories and recom-.
mended swift Jegislative enactment of a pending remedial measnre.
Subsequently the Legislature approved and the Governor signed -
the highly effective Clinical Laboratories Act. ' o

- * Crivrear LiaBorarortes*—The Commission conducted in June,
1975, a series of public hearings that effeclively exposed how Medi- o
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 regulating
independent clinical laboratories was drastically revised to bar-
abusive activities and the maximum fee schedule for reimbursing )
~ laboratories was reduced by 40 percent. Taxpayer savings from

these improvements alone were estimated at $1.4 million for the .

_ fiscal year ending Jume 30, 1976.

. -*See New Jersey State Commission of Investigatién, Annual _Repor.t for 197_5,
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' that excessively ballooned the value of ‘the facilities:#:A two-da

s - revealed in the 8.C.L’s _mqm_ries'intou'the’ziursing-i‘.hox__n.é' proper
.. cost reimbursement sysiern phase of its’ Medicald ingui:

- _..-agents, an 8.C.L; team made an in-depth -a;s‘:sjé'ssn:ientgfof;’-_shéjéﬁi(ﬁ‘-g—;
_ing rate-regulating and Medicaid reimbursement process affecting

. public agencies to insure the system’s efficie

" ‘spomse to thé revelations of abuses and exploitetion of the Medica

. e Numsing Homes®—The final 8.C.1 dissection-of nursing home-
" property “cost reimbursement under: Medicaid - provisions: emsi .
- phasized. so-called ‘‘money - iree’”’ plucking by mnscrupulou

~ operators through facility selling-financing-leasing-Yack: schem

public hearing in” October, 1976, corroborated: the: gross: abus

‘Mrpicarp Moas'*-—How some doetors, dentists and pharm.

c1sts corrupted the system was dramatized. by the. Commission
 exposé of over-billing and over-utilization practices: that:bared
.. loophole potenﬁal for far wider abiise of the Medicaid system:

Mupicam Hosprrars***—Utilizing - its -sta 1t

bospitals with substantial Medicaid in-patient care:: This was:

done
‘to determine the adequacy, if any, of fiscal controls b S0

" integrily.  Such’ an unusually complex analysis of m
 controlling hospital costs was vital becausé of the huge:i
such costs on the Medicaid program. .,

Amwnber o f statutomaﬂ,d "'?'e' éﬁidiory steps re

d. cven during—the C ommission”
d public hearings: These aclic

“system_following—an
tioms, interim. reports an

the Legislaiuse’s enactment of @ New'Jle_%seyr.;igli?z_icgl_;':‘ '

Improvement Act, as well as a law increasing magimi
Tking the Medicaid pr g MOTVIVWTY,

VmMission’s recowmendg_ﬁpﬂé were e
adopted by the Division of Medical Assistance and Hea

 as a result of the S.C.1’s clinical laboratory hear
e .Thé finﬂaté—d;fe'e; sch-edu.le — which ;fdcilifdiéd;,the -makin,

financiol inducement type . paymMents - from some labor dtatié_:;;};t_o'f ' ,- R
 their physician cuslomers -~ was reduced 40 per ‘cent. Language: ~ . v
_ it 1he program. laboratory manual was. tightened to clearly pro 2

* See N,ew-.Je-rsey State Commission of Inves’r_igatit'::"-‘l';,::j Annual R _ 6

. ¥ See New Jersey State Commission of Investigation, Annual Report 'foi-';-19_7'f,r.___‘
. =¥ See Report of New Jersey State Commission of Investigation on Hospital
- The Mgd;paid:l??Qgram;-‘Appl_ 1977, 7 Tt R e s e
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- seribe f?e practice by Much emall labomiomes subcontmcted par-
© ticular lesis to large reference facilities and then, in mony instances,
marked-up ihe cost by more than 300 per cent and reaped windfall
profits at the lawpayer’s expense. The manual now explicitly
prohibils ihe Lreakdown of auiomated component-part tests into.
sepuraie procedures and the submission of bills to Medicaid for
each 10 the end ihot a lab might receive between $60 and $80 for a
- profile whick costs less than $3.50 1o perform. A computer system
for analyzing ond screening group tests was developed. The Divi-
. siom took sieps o insure that laboralories fully identify the pro-

- cedures performed and for which payment 18 requested. In this
regard, @ requirement was imposed upon Prudeniial (the fiscal
intermediary) that ell claims be itemised in deiail. Aggregaie
billing — which was effectively wsed. by some labs to mask improper -
requesis for reimbursement — is no longer tolerated. The Division’
ehopted a hard line with respect to the fiow of inducement fype -

payments in any for'm %hatewr between labomtomes cmd physwmn." '

customers, .

- The wawn cue"ed a alarmg weakness by employmg more staﬁ" -
eacpef tise in clinical Zaboa ato#y pfrocesses and procedwes o

At the conclusion of the qecond phase of the Commasswn 8.
’ probe of gross profiteering in Medicaid nursing home: facilities
in October, 1876, the Commission urged that Senate Bill 594, re-
guiring fm’l publtc disclosure of those who have financial or olther
businese interest in nursing homes, be substantmlly strengthened
"to eliminate practices that' siplioned health care dollars. from
patients 1o speculators. This bill, which had passed in the Senate,. .
. subsequently was amended on’ ihe Assembly fioor in “accordance.
with the 8.C.1’s recommendations. The revised measure then
' _cleared both the 4 ¢sembly and the Senate and was sv,gned nto Zaw
_m Septembe’r 1977, u S .

: Addmonafly, subseguent to the issuance of zts F'mal Report' '
" om Nursing Homes, the Commission persisted in its eff orts to have
" New Jersey’s system of property cost reimbursement to M edicaid

nUTSINgG homes restructured along the lines. suggested. by the Com-- o

mission. Those agencies have accepted the Commission recom-
mendation, which will show a savings of as much as §6 million per
year, accordmg to the Direcior of the szsw'n of M edacal %eszst-
ance and Health Services. ... -

plicated Medicaid inquiry, such as the clinical laboratory _ab__uses‘ L

Certain. famusually almm ing a.spects of the Commzsswn s com-.-




and the evils of the **medicaid wills,”” helped lo spur correclive
cfforts. Tu fact, the climical laboralory phasc was a ploneering
probe al revealed for the first time the hard facts about URSETUPU-
lows ripoffs of the sysiem. These disclosures resulted in the ap-
pearance of Commission officials before the U 8. Senate Commitiee
on A ging and the U.S. House of Representatives Subcommitiee on
Quersight and Investigation. -

22 OrcaNizep CRIME AND CAsiNO GAMBLING IN
ATLANTIC CITY® o

After New Jersev volers authorized legalization of -casino
gambling in Atlantic City on Nov. 2, 1976, and at the request of
Governor Brendan T. Byrne, 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
consiructive recommendations to the Governor, the Legislature,
and the people for the effective control and policing of casino
oambling.”’ As a part of this investigative effort, the Commission -
issued on April 13, 1977, a 167-page report to the Governor and
the Legiclature highlighting 57 detailed recommendations for an
effective control law that would ‘‘thwart the infiltration of casinos
and related services and suppliers by organized ecrime.”’ Upon
passage of the Casino Gambling Control Aect, the Commission
characterized it as an aceepiable statutory base upon which to
- build even stronger controls in the future. S :

By the Summer of 1977, the Commission’s monitoring of
organized crime activities linked tc the development of the new
gaming industry in Atlantic City had uncovered enough evidence
of an actual intrusion of legitimate business to warrant public
hearings in keeping with the S.C:.I.’s statutory mandate to alert
and nform the citizenry. The Commission’s inquiry had revealed,
g5 was later confirmed publicly, that organized erime—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 legislative restraints and over which regulatory
controls, where they existed at all, were inadequate and only
casnally enforced,

* See New Jersey State Commission of Investigation Report on Casino Gambling, April
13, 1977; 2lso Ninth (1977) Annua! Report; also the Commission’s Report on the
Incursion of Crganized Crime into Certain Legitimate Businesses in Atlantic City,
Janvary 12, 1978. . .
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'Mha Commission condueted fony days of poablic henrings, o
CAngusl, 1977, during which o soecession of witnosses, including -
orginiznd erime figures, revenled through testinony the machin-
~ittions of mobsters in sueh legitimate enferprises ns cignrelle vend- .
g machines, bars, restanrants, hotels and gambling schools. The

hearings confirmed the cooperative interest in cusino gaming - .-

spin-oll wetion by Angelo Bruno, boss of the Philadelphia-South :
Jersey erime family, and cohorts of the Gambino erime family of
the New York metropolitan area. Bruno himself was a witness,

On January 12, 1978, the Commission made publiec a report that
emphasized a recommendation 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 vertures under jurisdiction of the Aleoholic Beverage
Control laws. ' ' ' S '

Based on the Commission’s recommendations, two bills were

i'spons'qred by Senator Steven P. Perskie, D-Atlantic. One bill,
"8-3008, was designed to strengthen the licensing requirements of

the State Division of Tazation for those involved in the cigaretie

mdusiry and the other, S-3010, sought stronger licensing standards
for the Alcoholic Beverage Commission. The purpose of these bills
was “to impede organized crime from using various sublerfuges to
camouflage the aclual ownership and control of legitimate business.”
Senator Perskie’s bills were approved by the Senate in M ay, 1979, "
but only 5-3008, pertaining to the cigareite industry, passed in the
- Assembly and was signed into law in February, 1980,

-

23, PRrIVATE SCHOOL ABUSES OF SpeciAL EDUCATION
FUNDS*_ Lo E o T -

During the early part of 1977, hl-créa-sing complaints and alle-

gations were circulating throughout the state about alleged abuses - °

by nen-publie schools of New J ersey’s $26 million Special Educa-

tion program for severely handicapped children. The State Com- o

mission of Investigation was the recipient of a number of such
complaints. = o -

By June, the Commission’s staff wags pursuing fresh reports of
questionable activities if not outright misconduet by some mon-

public schools. Inguiries in the field were supplemented by indepth -

* See New ]Ersﬁc}.' State Commission of Invcstigéﬁoﬂ Repdrt on Misuse of Public Funds
in the Operation of Non-public' Schools for Handicapped Children, May 18, 1978.
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auditing of nclusd expense budgels and hundreds of bunk chocks,
vouchers, purchase orders, and niseellancous business records.
Tlese inguiries and audits confirmed the misuse of large sums of
money ihat had been earmarked for the education of more than
5,000 children too seriously handicapped to be served by the public
schools. S : o

The Commission beld public hearings on January 19 and. 20, . .
1978 and on May 18, 1978, issued its formal report to the Governor,.”
““the Legislature and the public. . The S.C1’s recorimendations
" centered on its findings of inadequate stafling and malfunétioning
of the Education Department’s Branch of Special Education and
. Pupil Personnel Services, the absence of a clear, detailed list. of
allowsable and non-gllowable private school -expenses, inadequate
- record keeping and reporting requirements. - for’. participating
" schools, and an inefficient Tate-setting procedur

" Several bills focusing om problems bared by the
investigaiion and. hearings. were introduced in: the:Le
in 1978, during the drafiing and, discussions ‘of which
“misston maintained ¢ontac with appropriate legislator
lative committee Gides: D i T

4. ABUSES AND JRREGULARITIES IN THE BOARDING.

- Homx INDUSTR

i

" The Commission’s investigation”of abuses and irregularities ]
" New Jersey’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 facilitie

. were assigned to one of two categories—licensed or ‘‘unlicérsed.
" The former group consisted of about 275 boarding homes unde
- 'State Department of Healih licensure. -But the unlicensed eategor
was further divided, the largest subgroup of which’ was subject o
nominal registration and inspection by the State Department of-

. Conumunity Affairs. A smaller bloc came under local jurisdietion.
.". . Finally, an unknown number of facilities operated illegally,-devoid:
" of any controls whatsoever

. The fact that more than 1,500 boarding homes were commonly ..
. referred to as ‘‘unlicensed’’ underscored the negative quality and -
_:' * See New'JErsef Sé;cé Com:mssmn .'c:;f fﬁw'estigaiion' Report t‘);a;'):ﬂ"&buses and

ties in New Jersey's Boarding_l-}log;e‘ Industryy Ng»jex_nber,: 1978, mviw




Inx enlorecment of whatover standnrds 1hat did exist for regulal-
ing nid otherwise monitoring their nelivities.

The overall targel of the Commission’s investigation included
hundreds of bonrding lomes of wide-ranging ‘quality and slze,
operaling under various govermnenti) entities, and sobject to
disparate and conflieting laws and regulations—or no controls at
all. Many operators were unirained for their fasks and, all too

often, eallous 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,

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

publiec hearing days—Monda , June 26, through Friday, June 30, -
1978. Close to 200 exhibits were introduced. -

In a 260-page report issned in November, 1978, the Commission
listed & score of recommendations to resolve basic problems cans-
ing the most serious aboses in the boarding home industry. De-
sigred to expedite the development of more humane, secure 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
- personzel and limited funds, - .

The most important recommendation called for centralization of -
licensure and supervisory controls over boarding facilities. Since
the Commission felt that social services rather than health services
- thould be-the primary eoncern, it proposed eoncentration of con-

- trols in the Department of Humsan Services that were divided -
- among three departments—Health, Community Affairs and Human -
- Services. .- - ' '

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

demanded- sp.eg_i:a;l""'atténtion.

individnals made up most of the boarding home population which ...



After hearings inachich the S.CL purticipaded, the Legisluture
enccled o new stale law desigued Lo provide greater prolection for
Cboarding home resideads, This law, wldch took cff ecl on Seplem-
ber 1, 1080, established o Uil of vights for boarders aid sct more
- stringent state standards for ihe operalion of fucilities. However,
it did not include the 8.C.1.7s primaery recommendation to cenlralize
overall conirel responsibililies in a single agency of slate
government. : '

Also during 1980, Johm J. Fay, the State Ombudsman for the
Institutionalized Elderly, filed a class action suit on behalf of 16
recipients of S8I checks seeking *‘ declarative and injunctive relief
and damages’’ from seven licensed boarding home operators for
allegedly wethhoidmg all o7 part of the boarders’ Federal Energy ‘
Allowance checks. The defendants included one operator in Long
Branch who had invoked his 5th Amendment prwilege against
self-inerimination 32 times when he appeared as o subpoenaed.
witness at the 8.C.1.°s public hearings on boarding home abuses.
In cddition, the 8.C.I. provided the House Select Commitiee on
Aging and the Federal General Accounting Office with copies of
its report on boarding homes and audits and olther data resulting
from the Commission’s investigations in support of a Congres-
sional inguiry into the mation’s boarding homes. During this
inguiry, the House Commitiee subpoenacd the records of a Camden
Loa?dw@g home which had been a target of the S C.l.’s wwest@ga— .
tion and public hearmgs B :

25. AnusrsoF NEw JERSEY’S ABSENTEE BALLOT LAwW*®

The Commission’s public hearings In late 1978 on absentee ballot .
cbuses and irregularities elimaxed a prolonged series of i mqulrles
by the S.C.L c.'ﬂd other sizate and county law enforcement agencies,-
end by the press, in numercns localities of the state. These in-
vestigations confirmed a widespread and flagrant disregard of a
law that, although enacted with the infention of safeguarding the
sanctity of the ballot for eligible voters unable to go to the polls
in person, was so ambiguously constructed as to invite fraud at

every step of the sbsentee voting procedure. So inadequate was
" this law-—ag probes by Attorney General John J. Degnan’s office
and by various county prosecutors particularly illustrated—that
effective prosecution of obvicus violators was practically im-
possible, The statute’s contradictions, resirictions and loopholes -

% See New Jersey State Commission of Investigation annual report for 1978,

91




defied the most vigorous proseeutorial atlempts Lo indiet and

couvict individuals who cocrced volers to advance their own

personal and political ambitions, who bmproperly distribuled and
- collected absentee voles in bargain-basement fashion, and who
forged signatures and allered ballots. Because of the persistent

statutory impediments, the Attorney General launched with the

S.C.I. a cooperative effort to expose these violations to publie

serutiny. It was felt that, by utilizing the Commission’s traditional -

fact-finding and public hearing functions, resultant publie aware-

ness of and concern about the situation would spur enactment of
essential reforms. = = - e .

" Both during ond after the Commission’s investigation and public

hearings into official abuse and misuse of the Absentee Ballot Law,

congtant commumication was maintained with legislative and execi-

tie cfficials on the problem of statutory reforms. The task of clos-.

ing election law loopholes to further improprieties was particularly
difficult because of the necessily to make reguired changes that
would not infringe on the constitutional privilege of all eligible

voters to cast @ secrel ballot for candidales of their choice. "4 series. _

of law amendments were drafied after discussions with legislators,

with affected law enforcement entities and with the Secretary of-

State. The Commission believes that the unity of purpose and e fort

by New Jersey’s law enforcement community and the Legislature

behind the proposed Abseniee Ballot Low reforms was pivetal in
the enactment of a bill implementing the Commission’s - recom'

mendations in 1961.

26. . INCORRECT INJURY LEAVE PRACTICES*

" During the course of the Cormmission’s investigation of county: .

and municipal public insurance transactions,-an interim publie
report wes issued in an effort to proseribe misguided procedures

that had already cost county and municipal employees at least $1 -

million in incorreect social security and income tax deduetions dur-.

ing the five-year period prior to 1979 from wages paid to these
employees in accordance with governmental injury leave policies.,
The interim report highlighted recommendations to bring.te .an.

immediate halt such wrongful tax deduetions and to expedite.

efforts to.assist such employees recoup their losses before a-three-

*See” New Jersey State Commission of Investigation “Report and Recommendations on
_Incorrect Injury Leave Practices,” issued in January, 1979, o co ;
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'year statute of hnnta.tlons harred recovery for unproper deduc-
- tions. :

.As a result of the interim report’s recommendations, i%appro-
priate tax deductions were largely halted, efforts were made ai
both the state and county levels to asszst workers in recouping
losses from such deductions, the illegal double-check practice was
discontinued in Burlington cmd Essex and a legislative effort began
. to amend state low to eliminate needless administrative costs of

- workers’ compensation programs in all counties.

In the June, 1980, issue of State Government News, an article
noted that nearly all of the 43 state governments that voluntardy
coniribute to Social Security are perhaps unnecessarily making tax
payments on employees’ sick pay as well as on wages. The article,
which noted that the Council of State Governments was monitoring
this problem, made the following observation applicable o the
period subsequent to the issuance of the S.C1.°s interim report:

“Ma'ny states may be entitled to refunds for refroactive pay-
ments of FICA on sick leave under the three-year statute of limi-
tations. New Jersey anticipates a savings of §3 mzllwn a yea'r and
the state has claimed retroactwe adjustments ‘

27. INADEQUATE SUDDEN DEATH INVESTIGATIONS*

o In 1ts 175-page. crlthue 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 patholocrists
as regional medical examiners, The Commission’s mqmry demon-
" strated that a professionally adequate medical examiner function
was a key element of law enforcement performance in sudden death
cases. The Commission also recognized the necessity for improving
the effectiveness of ecounty prosecutor staffs and municipal police,
particularly to achieve a more coordinated investigative relation-
ship with gualified medical examiners than now ex1sts

During 1980 proposed revisions of the State M ed'acal Ewammers
Act, and related statules, were being developed by Deputy Attorney
Geneml William F. Bolan, Jr., chief of the Criminal Justice’s
Division of Iducational and Legislative Services, and State

* See New Jersey State Commission of Invesugatsorx ‘Report and Recommendations on
the Investigation of Sudden Deaths,” issued in November, 1979.
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CHledical Eeuminer Robert Goode. 'I’iu se proposals will be subject
to further veview by he Governor’ ()jj.l(,(, counly prosecutors and
sncdical emaminers, and the SC?, prior 1o submzssw% by the
Gouw nor of a ?c]’mm bzll to the Legmlatufe

28, QUESTICNABLE PUBLIC INSURANCE PRACTICES BY
GOVERMENTAL ENTITIES

Following & three-day public heay 1ng, the Commlssmn issued &
367-page report on public insurance problems and sbuses in 1980.
(;oplec of this 1ep01t are avaﬂable at the Com:rmsqmn g ofﬁce

29.  OrGAN: 2Ep CRIME INFILTRATION OF DENTAL CARE -
ORGAN]ZATIONS :

A three- dey publie hearing in December, 1980, climaxzed an -

S.C.L investigation that confirred the incursion of organized
crime elements into dental eare plans negotiated by private entre-
prenenrs with certain labor unions. See Pp. 49-52 of this annual
report. Copies of the Comnnssmns full report are avaﬂable at
the Comlmssmn s office. .

30. INVESHGAT!ON cF THE NEW JERSEY HOUSING
FINANCE AGENCY ' :
*'The Cormmission jssved its report on its HFA probe in April,

1081." Copies are available at the Commission’s ofﬁce Also see
P 53 of this annual report.
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APPENDIX _II"
7 S.C.IL STATUTE
NewJ esrsey Statutes Anmotated 58:9M-1, Et Seq.

1. 1968, C. 266, as amended by L. 1969, C. 617,
1. 1970, C. 263, 1. 1973, C. 238, and 1..1979, C. 254.

52:9M-1. Creation; members; appointment; chairman; -terms;
salaries; vacancies. There is hereby created a temporary State™
Commission of Investigation. The Commission shall consist of
four members, to be known as Commissioners. i '

Two members of the Commission shall be appointed by the
_ Governor, 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 successor. The Governor shall designate one
of the members to sexve as Chairman of the Commission. = .

The merbers 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 atiorneys
admitted to the bar of this State. No member or employee of the
Commission shall hold any other public office or public employ-
ment. Not more than two of the members shall belong to the same - -
. political party. - '

Toach member of the Commission shall receive an annual salary
of $15,000.00 until January 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, '

including expenses of travel outside of the State.

Vacancies in the Commission shall be filled for the unexpired
term in the same manner as original appointments. Vacaneies in
the Commission shall be filled by the appropriate appointing au-
thority within 90 days. If the appropriate appointing authority
does not fill a vacancy within that time period, the vacancy shall
be filled by the Chief Justice of the Supreme Court within 60 days.

9



. __public justice.

A vacaney in the Commission shall not impair the right of the
remaining members to exercise all the powers of the Commission.

.- Any determinaticn made by the Commission shall be by major-
ity vote. “Majority vote” means the sffirmative 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 section'1 of this act (C.
©2:9M-1) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term for which they weve
originally appointed, the terms of the members appointed after:
December 1, 1978 shall be as follows: the first member appointed
by the Governor, 36 months; the second membér appointed by the
Governor, 18 months; the member &ppointed by the President of -
the Senate, 30 months ; the member appointed by the Speaker of the -
Geners] Assembly, 24 months. Thereafter, the terms of the mem-
~ bers shall be as provided in P.L. 1968, C. 266, S. 1 (C. 52:9M-1).. s

- 52:9M-2. Duties and powers. The Commission shall have the duty * |
and power to conduct investigations in connection with:

a. The faithfal execution and effective enforcement of the laws
of the State, with particular reference but not limited to organized
erime and racketeering; _ :

) r:b. The conduct of pubiic oﬂ%eers and public em’ploy:ee-s, and of |
officers, and empleyees of public corporations and authorities;

" e. Any matter éoncei‘ning the public. peace, public safety and

52:9M-3. Additional duties. At the direction of the Governor or
by concurrent resolution of the Legislature the Commission shall

conduct investigations and otherwise assist in connection with:

a. The removal of public officers by the Governor; -
. b. The making of recommendations by the Governor to any other
person or boedy, with respect to the removal of publie officers; -

¢. The making of recommendations by the Governor to the Legis-
lature with respect to changes in or additions to existing pro-

the law;. . . _
%6
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d. The Legislature’s eonsideration of changes in or additions to
existing provisions of law required for the more effective adminis-
iration and enforcement of the law. ' '

52:9M-4. Investigation of management or affairs of staie depart-
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, bureaun, commission, authority or other ageney
created by the State, or to which the State is a party, the Com-
mission shall investigate the management or affairs of any such
- department, board, burean, commission, authority or other agency;
provided, however,. that if the Commission determines that the
requests for investigations from the Legislature, the Governor or
the head of any department, hoard, bureau, commission, authority
or other agency ereated by. the State, or to which the State is a
party, exceed the Comunission’s eapacity to perform such invesfi-
gations, they may, by resolution, ask the Governor or the Attorney
Ueneral or the Legislature in the case of a Legislative request, to
review 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 such public hearing has
been scheduled. The President and the Speaker shall, after review-
ing the subject matter of the hearing, refer such notiee to the
appropriate standing eommitiee of each House.

" The Commission shall, within 60 days of holding a public hear-
ing, advise the-Governor-and the Legislature of -any recommenda-
tions for administrative or Legislative action which they have
developed as a result of the public hearing.

Prior to making any reeommendations concerning 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. .

 52:9M-5. Cooperation 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 in the performance of their official powers
and duties. ' ' . B
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52:9M-6. Cooperation with Federal Government. The Commis-
sion shall cooperate with departments and ofScers of the United
States Government in the investigation of violations of the Tederal
Laws within this State. .

52:9M-7. Ezemination into law enforcement affecting oiher
states. The Commission shell examine into matiers relating to law
enforcement extending across the boundaries of the State into
‘other states; and may comsnlt and exchange information with
officers and agencies of other states with respect to law enforce-
ment problems of mutual concern to this and other states.

62:9M-8. Reference of evidence to other oficials, Whenever the.
Commission or any employee of the Commission obtains any infor-
mation or evidence of a reszsonshle possibility of eriminal wrong-
doing, or it shall appear to the Commission that there is canse Tor
the prosecution for a crime, or for the removal of g public officer
for misconduet, the information or evidence of such erime or mis- .
conduct shall be called to the attention of the Attorney Gemneral
s goon as practicable by the Commission, unless the Commission ,
shall, by majority vote, determine that special circumstances exist
which require the delay in transmitfal of the informstion or evi- -
dence. However, if the Commission or any employee of the Coni-
mission cbtains any information or evidence indicating a reason--
able possibility of an unsuthorized disclosure of information or &
violation of any provision of this act; such information or evidence
shall be immediately brought by the Commission to the attention
of the Attorney General. B ' '

52:9M-9. Ezecutive director; counsel; employees. The Commis-
sion ghall be anthorized to appoint end employ and at pleasure re-
move &n Exeentive Director, Counsel, Investigators, Acéountants,
and such other persons as it may deem necessary, without regard
to Civil Service; and to determine their duties and fix thejr salaries
or compensation within the amounts appropristed therefor. Investi-
gators and accountants appointed by the Commission shall be and
have all the powers of peace officers.

52:9M-10. Annual report; recommendations; other reports. The
Commission shall make an annunal report to the Governor and.
Legislatare 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. advisabley-or--—w

ag shall be required hy the Governor or by concurrent resolution”
of the Legislature. o : :
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a0t Information fo public, Ry el means and o smch
extent as it shaldl decm oy |»mlni ey, the Connnission shall keep the
public informed as fo the ojer: |[mm of organized erime, problems
oj criminal law enforeement Jn the Siale and other activilies of bhe
Commission.

52:9M-12. Ad’dinoml powers; warrent for arrest; contempt of
court. With respect to the performance of its funetions, duties and
~ powers.znd subject to the limitation contained in paragraph d.
- of this section, the Commission shall be authorized as follows:

a. To cenduet an_v investigation suthorized by this aet at any
Place within the State; snd to mainiain offices, hold meetings and
funetion at eny place within the State as it may deem necessary; -

b. To conduct private and pubhc hearings, and to designate a
member of the Commission to preside over any such hearing; no
public hearing shall be held except after adoption of a resolution
. by majority vote, and no public hearing shall be held by the Com-
mission until after the Attorney General and the appropriate
county prosecutor or prosectiors shall have been given at least
7 days written notice of the Commission’s intention {o hold such a
pablic heari ng and afforded an opportunity to be heard in respect
to any objections they or either of them may have ‘co the Com-

nns‘non ’s holding such a hearing;

c. To administer caths or affirmations, subpoena witnesses, com- -
_pel their attendance, examirie thém under cath or affirmation, and
require the preduetion of any books, records, documents or other
‘evidence it may deem relevant or matenal to an investigation; and
- the Commission mway designate any of its members or any member
- of its staff to exermse any such powers; -

d. Unless otherwise instracted by a resclution adopted by =
majority of the members of the Commission, every witness attend-
ing before the Commission shell 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 testimony
at a private hearing or at a public hearing unless at least two of
ite members are present at such hearing, except that the Commis-
sion thall have the power to conduct private hearings, on an investi-

gation T eviously undertaken by a majority of the members of the
Comm ission, with one Commissioner present, when so demgnated
by resolution; : L
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vo Wiktnessor mnnmonind 1o appear Lolfore the Connndssion winhl
he entitled (o receive ha snme foes nod mitenpre sy persous wim-

moned to Lestify in fhe courly of the Sinte. _ _
T oy person subpaenmed prrsuant to this seetion shall negleet
or reluse do obey the conmmand of the subpoena, any fndge of the

Superior Court or of o county court or any Munieipal 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. el : ' S
No person may be required o appesr at a hearing or to testify
&t a hearing unless there has. been personally served upon him
prior to the time when he is required to appear, a copy of P. L.
- 1568, C. 266 as amended and supplemented, and a general state. -
ment of the subject of the investigation. A eopy of the resolution,
- £tatute, order or other provision of law authorizing the investiga-
tion shall be furnished by the Commission upon request therefor
by the person summoned. S IR S
A witness summoned to a hearing shall have the right to be
accompanied by counsel, who shall be permitted to advise the wit-
ness of his rights, subject to reasonable limitations to prevent
chstruetion of or interference with the -orderly conduet of the .
hearing. Counsel for any witness who festifies at a public hearing
- may submit proposed questions 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 questions as it may -
deem appropriate to its Ingairy. ' o P
A complete and accuraté record shall be kept of ezch publie -
hesring -and a witness shall be entitled to receive a copy of his

testimony at such hearing st his own expense. Where testimony

- which a witness has given at a private hearing becomes relevant in
a criminal proceeding in which the witness is 2 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 prejudice the public safety or
security. ' S : ' T

A witness who testifies at any_hearing shall have the right at

relevant o his testimony for incorporation in the record,. -

the.conclusion-of-his-examination-to-file-a-brief- sworn“statement T



The Commission shalt nolify any person whose nnme the Comn-
mission helieves will he mentioned ot x pubilie hearing, Any person
whose name is nientioned or will he mentioned or who is specifieadly
identificd and who helieves thatl {estimony or other evidenee given
at o ]mb]i( hearing or comment made hy any member of the Com-
mission or its (01111&(,] at snch a ]|mlmfr tends te defame him or
ctherwise a(‘verse]y affect his reputation shiall have the right,
either in private or in public or hoth at a reasonably eonvenient
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 complained of, or in the alterna-

tive, fo file a statement of facts under oath relating solely to
matters Je]e\'ant to the testimony or other evidenece complamed
of, which slafement shall be incorporated in the record.

Nothing in this secticn chall be construed to prevent the Com-
mission from granting to witnesses appearing before it, or to
persons who claim to be adversely affected by testimony or other
evidence adduced before it, such further rights and pnvﬂeges as
it may determine.

52:9M-13. Powers and duties unaffected. Nothing contained in "

Sections 2 through 12 of this act [chapter] shall be construed to
supersede, repeal or limit any power, duty or funetion of the
Governor or any department or agency of the State, or any
political subdivision thereof, as prescnbed or defined by law.

2:0M-14, Request and recezpt of assistance. The Commission
mav request and shall receive from every department, division,
board, bureau commission, aunthority or other agency created by
the State, or to which the State iz a party, or of any political sub-

division thereof, cocper ation and ascmtance in the performance of

its dutles.-

52:60-15. Disclosure forbidden; statements abso!utely privi-
leged. a. Any person conducting or participating in any examina-
tion or investigation who shall disclose or any persoi who, coming
into possession of or knowledge of the substance of any examina-
tion or in *ectmatlon, shall disclose, or any person who shall cause,
encourage or induce a person, including any witness or informant,
to dis c}oce, other than as authorized or required by law, to any
persen other than the Commission or an officer having the power to

appoxnt one or more of the Commigssioners the name of any witness -

~examined, or any information chiained or given upon such exa.mma—
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Lion or investigntion, exeepl ng direclod by the Governor or Com-
mission, or any person other than o member or emploves of the
Connnission or any person entitled 1o nssert o legral privilege who,
coming into possession of or knowledge of the substance of any
pending examination or investigation who fails to advise the .
Atlorney General and the Conmiission of such possession or
Imowledge and to deliver to the Attorney General and the Com- .
mission any documents or materials containing such information,
shall be guilty of a misdemesnor until September 1, 1979 when
such person shall be guilty of a crime of the third degree.  Any
member or employee of the Commission who. shall violate this
section shall be dismissed from his office or discharged from his
employment. . © .. - - e S i cE R
b. Any statement made by a member of the Commission or an
employee thereof relevant to any proceeding before or investiga-
tive aetivities of the Commission shall be absolutely privileged and
such privilege shall be a complete defense to any. action for libel
or slander.:.: w:i eigh s e e T
¢. Nothing contzined in this section ghall in any way prevent the
Commission from furnishing information or meking reports; as
required by this act, or from furnishing information to the Legis!a-
ture, or to a standing reference committee thereof, pursuant to a
resoletion duly adopted by a standing reference committee or pur-
svant to a duly anthorized subpoena or subpoena duces tecurn,
provided, however, that nothing herein shall be deemed t6 preclude
the Commission from seeking from a court of eompetent jurisdie-
tion a protective order to avoid compliance with such subpoena or .

-

duees tecum, -7 - L

52:6M.1¢. Impounding exhibits; action by Superior Court. Upon
the zpplication of the Commission, or a duly authorized member of .
its steff, the Superior Court or a judge thereof may impound any
exhibit marked in evidence in any public or private hearing held in
cennection with an investigation conducted by the Commission,
and may crder such exhibit to be retained by, or delivered to and
placed in the custody of, the Commission. When so impounded such
exhibite shall not be taken from the custody of the Commission,
except upen further order of the court made upon 5 days notice _
to the Commission or upon its application or with its consent,

the course of any investigation or hearing conducted by the Com-
mission pursuant to this act, 2 person refuses to answer a question
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or queslions or prodoees evidenee of any Xindd on the rround that
he will be exposed to eriminal proscculion or penally or to s
forfeitnre of his cstale thereby, the Cormuission may onder the
person 1o 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 he
made except 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

b. Tf 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 uvsed to expose him to eriminal prosecu-
tion or penslty or to a forfeiture of his estate, except that such.
person may nevertheless be prosecuted for any perjury committed
in such zngwer or in producing such evidence be prosecuted for
willfal refusal to give an answer or produce evidence in accordance
with an crder of the Commission pursuant to Section 18, or held
in contempt for failing to give an answer or produce evidence in
sccordance with the order of the Commission pursuant fo Section
11; &nd any such answer given or evidence produced shall be
admissible against him npon any erbminal investigation, proceed-
ing or trial against him for such perjury, or upon any investiga-
tion, proceeding or trial against him for such contempt or willful
refusz] to give an answer or produce evidence In accordance with
zn order of the Commission. S

¢ If the Commission proceeds against any witness for contempt
of court for refusal to answer, subsequent to a grant of immunity,
ssid witness may be incarcerated at the descretion of the Superior
Court; provided, however, that (1) mo inearceration 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 relesse of a witness for good cause on appropriate
motion to the Superior Court; and (3) nothing eontained herein
chall be deemed to limit any of the vested constitutional rights of

any witness before the Comunission.

© Any person who shell willfully refuse to answer a question or
questions or produce evidence after being ordered to do so by the
State Commission of Imvestigation in accordance with the act to
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which this act is & supplement P. .. 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 crime 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 sentenes
he testifled 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
Tesolution of the Commission. Such complaint shall be referred for

prosecution to the Attorney General,

The trial of a defendant for an indictment made pursuan;c 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 if the order to testify is'set aside on appeal or if, within
30 days after the order to festify 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. S S
Any period of incarceration for contempt of an order of the
Commission shall be credited against any period of imprisonment
to which a defendant is sentenced pursuant to subsection a. of this”
sectiomn. ' : o o

52:9M-18. Severability; effect of partial iﬁvalidity. .If' any see-
tion, clause or portion of this aet [chapter] 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 account thereof . -

- be-deemed-invalid or ineffective. - -~ --——

52:9M-19. Joint committee of legislature to review dcti_vitz'es:."
Commencing in 1982 and every 4 years thereafter, at the first

annual session of a 2-yéar Legislature, within 30 days after the "

organization of the Legislature, a joint committee shall be estab-
lished to review the activities of the State Commission of Investi-
-gation for the purpose of: (a) determining whether or not P. L,
1968, C. 266 (C. 52:9M-1 et seq.) should be repealed, or modified,
and (b) 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.£0..............

be appointed by the President of the Senate, no more-than one of. "
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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 members
to be appointed by the Gavernor, no more than two of whom shall
be of the same political party. '

" 59:9M-20. This act shall take effect immediately and remain in
effect until December 31, 1984, , ‘
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