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52:9M-1, There is hereby created a Siate Com-
mission of Investigation. The Commission shall
consist of four members, to be known uas
-commissioners, Two members of the Commis-
sion shall be appoeinted by the Governor. One
sach 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 untif the appointment and
. qualification of his successor. The Governor
shall designate one of the members to serve
os Chairman of the Commission.

The members of the Commission appointed
by the President of the Senate and the Speaker
-of the General Assembly and af least one of
the members appointed by the Governor shall
be attorneys admitted to the bar of this State.
No member or employse 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.I. Low

THE COMMISSION

* Origin and Scope
= Biographies







ORIGIN AND SCOPE OF THE COMMISS]ON )

Desptte the range of the Commission’s achievements,
MGUiries continue to be made about its gumsa%otwn !
the way it fzmctwns and-its importance to a better

- New Jersey. The Commission believes this informa~
" tion showld be comaemently available. Acco’rdmgly,'
the pertmem facts are summamzed below :

The N ew J ersey State Commission of Investigation (S.C.L) Was'
an outgrowth of extensive research and public hearings conducted:
in 1968 by the.Joint Legislative Committee to.Study Crime and
the System of Criminal J ustlce in New J ersey.. That Comn:uttee-
was under direction from the Leoqslature to.find ways to eorrect
What was a serious and 1ntens1fymg orime problem in New.J ersey..

Indeed by the Tate 1960s New J ersey had the unattractive i ‘image
of being a corrupt haven for flourishing organized crime opera-
tions.: William F. Hyland, who was Atto-rney General from 1974:
1978, vividly recalled that unfortunate era in testimony hefore the
Governor 8 Comm1ttee to Evaluate the S. C T. He said in part

e our state qulekly developed a natlonal reputa- L
't1on as.a governmental cesspool, a bedroom for hired - .
killers -and. a dumping: ground- for their victims. .

" Whether this was a deserved reputation was not
-necesearlly material. The significant thing was that
this became an’ accepted fa,et that’ seriously under— R
n:uned conﬁdence in’ state law enforcement A S

The J omt Lenslatwe Comimittee in its- report lssued in the.:
Sprmg of 1968 found that a crisis in erime control did-exist in-

New-Jersey.” The Committee-attributed the -expanding actNltLes
of organized crime to ‘“failure to some. considerable- degree in the
system itself, official corruption, or both”’ and offéred. a series of
sweeping recommendatlons for improving- varmus a.reas of the
erunmal Justice system in ‘the state -

- 'The two highest prmuty recommendations were- for 2 new State
Criminal Justice unit in the executive branch of state government
and an independent State Commission of Investigation, patterned '
after the New York State Commission of Investigation, now.in-: 1ts
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25th year of probing erime, official corruption and other govern-
mental abuses.

The Committee envisioned the proposed Criminal Justice unit
and the Commission of Investigation as eomplementary agencies
in the fight against erime and corruption. The Criminal Justice
unit was to be a large organization with extensive manpower
and -authority to coordinate and conduect criminal investigations
and prosecutions throughout the state. The Commission of Investi-
gation was to be a relatively small but expert body which would
conduct fact-finding investigations, bring the facts to the public’s
attention, and make recommendations to the Governor and the
Legislature for improvements in laws and the operations of
government. ' o

The Joint Legislative Committee’s recommendations prompted.
immediate supportive legislative and executive action. New Jersey
now has a Criminal Justice Division in the State Department of
Law and Punblic Safety and an independent State Commission of
Investigation® which is structured as a commission of the Legis-
lature. The new laws were designed to prevent any conflict between
. the functions of this purely investigative, fact-finding Commission:
and the prosécutorial anthorities of the state. The latter have the
~ responsibility of pressing indictments and other charges of viola-

tions of law and bringing the wrongdoers to punishment. The
Commission has the responsibility of publicly exposing evil by
fact-finding investigations and of recommending new laws and
other remedies to protect the integrity of the political process.

The complementary role of the S.C.I. was emphasized anew by
the Governor’s Committee to Hvaluate the S.C.I.**, which con-
ducted in 1975 a comprehensive and impartial analysis of the Com-
mission’s record and function. The Committee’s members consisted
of the late Chief Justice Joseph Weintraub of the New Jersey

*The bill creating the New Jersey State Commission of Investigation was introduced
April. 20, 1968, in the Senate. Legislative approval of that measure was completed
September 4, 1968; The bill created the Commission for an Initial term beginning
Tanuary 1, 1969, and ending December 31, 1974. It is cited as Public Law, 1968,

" Chapter 266, N. J. S. A. 52:9M-1 et seq. The Legislature on November 12, 1973, com-

- pleted enactment of a bill, cited as Public Law, 1973, Chapter 238, which renewed the
Commission for another term ending December 31, 1979, A bill granting the- S.C.I.-
an extension of its tenure for another five years until December 31, 1984, gained final’
.approval by the Legislature and the Governor in December, 1979, The full text of
Chapter 254, L. 1979, appears in Appendix on P. 45. _

**The Governor's Comimnitiee to Evaluate the S.C.I, was created in April, 1975, by execu-
tive order of the Governor after the introduction in the Senate of a bill to .terminate

_ th'ih g.C.I. touched off a backlash of public criticism. The measure was subsequently
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Supreme 'Co_urt, former Associate Justice Nathan L. Jacobs of that
same Court, and former Judge Edward F. Broderick of the New
Jersey Superior Court. '

That Committee in its Qctober 6, 1975, public report rejected
summarily any suggestion that the S.C.I. duplicates work of other
agencies. Indeed, the Committee said the record demonstrated
convincingly that the Commission performs a valuable funection
and that there is continuing need for the S.C.1.’s contributions to
both the legislative process and the executive branch.

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

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

To insare the integrity and impartiality of the Commission, no
more than two of the four Commissioners may be of the same
political party. ‘Two Commissioners are appointed by the Governor

the Assembly. It thus may be said the Commission by law is
bipartisan and by concern and action is nonpartisan.

The paramount statutory responsibilities vested in the Com-
mission are set forth in Section 2 of its statute. This section
provides:. _ | _ -
9. The Commission shall have the duty and power
to conduet investigations in connection with:

3
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+(a) The faithfnl execution.and effective enforee- - .--:i: .
-.ment of the laws of the state, with pa,rtlcular ST
reference but not limited to orgamzed crime.. 7,
~and racketeering.

(b) The conduct - of publlc officers and pubhc"':
employees, and of officers and. employees of
' public corporatlons and authorities.

(c) Any matter concernmg the. publlc peace, pub-, 5
lic safety and public justice.

- The statute provides further that the Commission shall conduect
mvestlgatmns by. direction of the Governor and by concnrrent
resolution of the Legislature. The Commission also shall conduct
investigations of the affairs of any state department or agency at
the réquest of the head of & department or agency. :

Thus, the enabling statute assigned to the Commission, as an
1nvest1gat1ve fact—ﬁndlnw body,* a wide range of responsibilities.
It is highly mobile, may:compel testimony and produetion of other
evidence by subpoena and has aunthority to grant immunity to
Wltnesses Although the Commission does not have and cannot
exercise any prosecutorial funetions, the statute does provide for
the Commission to refer’ 1nforma.t10n to prosecutorial authontles

One of the Commission’s prime responsibilities, when it uneovers
irregularities, improprieties, misconduct or corrnptlon, 1s to bring
the facts to the attention of the public. The objective is to insure
corrective action. The importance of public exposure was put most
succinetly by a New York Times analysis of the nature of such a
Commission:

‘Some people would put the whole business in ‘the -
- 'lap of & Distriet Attorney (prosecutor), argulng that = -
©" . if he doés not bring” indictments, there is. not much -
R the people can do.

But thls misses the prunary purpose of the State' L
Investigation Commission. Tt is not to probe ontrlght L
1 eriminal.gaets by those in public employment, Thatis .
- .~theé job of the regular investigation arms of the law. -

* As a legislative, investigative agency, the S.C.I. is not unique, since mvesttgatwe
agencies of the-legislative branch of government are almost as old as.the Republic.
The ﬁrst fullfledged Congressional investigating committes was established in 1792 to

“inquire into: the “causes. of ‘the: failure of the last. expedition of Major General St.
Clair.” (3 Annal of Congress 493—1792)
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Instead, the Commission has been charged by the
Leglslature to check on, and to expose, lapses in the
faithful and effective performance of duty by public

- employees.- - 1
Is sheer non-erlmmahty to be the only standard of
- . behavior to which a public official is to be held? ..
e Or does the public have a right to know of 1ax1ty, R

: the work for which it pays?

The exact format for publie action by the 8.C. I is sub;ject in
each instance to a formal determination by the Commission ‘which
takes into consideration factors of complexity of subject matter
and of conciseness, accuracy and thoroughness in presentation of
the facte. The Commission may proceed by way of a publie hearmg
ora public report, or both.

- JIn the course of its conduect, the Commlssmn adheres to the

New Jersey Code of Fair. Proeedure, the requirements for which
were incorporated in the Commission’s enabling law as amended
and re-enacted in 1979. These provisions. satisfy the protectmnn
which the Legislature by statute and the Judiciary by interpreta-
~ tion have provided for witnesses. called at private and. public
hearings and for individuals mentioned in the Commission’s publie
proceedings. Such procedural obligations. inclide "4 requirement
that any individual who feels adversely affected by. the testi-
mony or other evidence presented in a public action by the
Commission shall be afforded an opportunity to make a state-
ment under oath relevant to the testimony or other evidence com-
plained of. The statements, subject to determination of relevancy,
are incorporated in the records of the Commission’s public pro-
ceedmgs Before resolving to proceed to a public action, the Com-
mission analyzes and -evaluates investigative data in pnvate in
keeping with its obligation to avoid unnecessary stigma and em-
barrassment to individuals but, at the same time, to fulfillits

statutory obhgation to keep~the publie informed -with specifics

necessary to give credibility to the S C I ’s ﬁ.ndmgs a.nd recom-
mendations.
~ The Commission empha,smes that mdlctments which may resu]t
from referral of matters to other agencies are not the only test of
the efficacy of its public actions. Even more important are. the cor-
rective legislative and regulatory actions spurred. by arousing
pubhc and. legislative interest. . The Commission takes particular
prideé in all such actions which have resulted in improved govern-
mental operations and laws.
1



MEMBERS OF THE COMMISSION

" The Conmnssmn s activities have been- under the leadership of
Arthur 8. Lane since February, 1979, when he was designated as
Chairman by then Governor Brendan T. Byrne after his appoint-
ment o a second term as Commissioner. The other Commissioners
are Henry 8. Patterson 1T, Robert J. Del Tufo, and William S.
Greenberg, who suceeeded C‘ommlssmner J ohn J. Francis in
August, 1982. : :

 Mr. Lane, of Harbourton, was appointed to the Commlssmn in
May, 1977, by the Speaker of the General Assembly and was re-
appointed by Senate President Joseph P, Merlino of Mercer. As
Chairman, he succeeded Joseph H. Rodriguez of Cherry Hill. He
has been a member of the Princeton law ﬁrm of Sn:uth, Stratton,

‘Wise and Heher since his retirement in 1976 as a vice pres1dent
and general counsel for Johngon and Johnson of New Brunswick.

A graduate of Princeton Umver51ty, he was admitted to the New
Jersey Bar in 1939 after gaining his law degree at Harvard Law
School. He served in the Navy during World War IT. He became
agsistant Mercer Oounty prosecutor in 1947, Mercer Cou,nty judge
in 1956 and U. 8. District Court ;judge in 1960 by appointment
of the late President Hisenhower. He is Chairman of the: National
Couneil on Crime and Dehnquency '

Mr. Patterson, of Princeton, is president and a director of the
HElizabethtown Wiater Co., chairman of the board of the First Na-
tional Bank of Princeton and a-director of the Mount Holly Water
Co. and of United Jersey Banks. He is-a former mayor of Prince-
ton Borough. He was gra,duated from Princeton University. He
served during World War IT in the U. 8. Army and received hig
discharge as a first lientenant in 1946. He was appointed to the
Commission in February, 1979 by Governor Byrne and has been
reappointed to a new three-year term.

- Mr. Del Tufo, who was United States Attorney for New Jersey
from 1977 to 1980, was appointed to the Commission i in Mareh,
1981, by Governor Byrne and was reappointed in December 1981,
toa full three-year term. A resident of Morristown, heis a member
of the law firm of Stryker, Tams and Dill of Newark and Morris
town. IHe was First Assistant State Attornev General from 1974
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. to 1977, during which he served two years as the Director of the
Division of Criminal Justice. His previous government service
included Assistant Prosecutor (1963-65) and First Assistant Pros-
ecutor (1965-67) of Morris County. He was graduated from Prince-
ton University in 1955 and from Yale Law School in 1958. He was
admitted to the New Jersey Bar in 1959. He is a fellow of the
American Bar Foundation, and a professor at the Rutgers Uni-
versity School of Criminal Justice.

Mr. Greenberg, of Princeton, a partner in the Trenton law firm
of Greenberg, Kelley and Prior, was appointed to the Commission,
effective August 1, 1982, by Alan J. Karcher, Speaker of the
General Assembly. A graduate of Johns Hopkins University (1964)
and Rutgers Law School (1967), he was admitted to the New Jersey
Bar in 1967 and the District of Columbia Bar in 1972, He served
as Assistant Counsel to former Governor Richard J. Hughes (1969-
1970) and as Special Counsel to the New Jersey Chancellor of
Higher Hducation (1968-1969). He is a Certified Civil Trial
Attorney.

Mr. Franeis, of Bedminster, who completed his term on the Com-
mission on August 1, 1982, is a partner in the Newark and Morris-
town law firm of Shanley and Fisher. From 1961 to 1963 he was
an assistant U. 8. attorney and from 1963 fo 1965 he was an assis-
tant Essex County prosecutor. A graduate of Williams College and
the University of Pennsylvania Law School, he was admitted to
the New Jersey State Bar in 1960. Mr. Francis is the son of former

“Associate Justice John J. Francis of the New Jersey Supreme
Court. He is a Fellow of the American College of Trial Lawyers
and of the American Bar Foundation. He is Chairman of the Board
of the Hospital Center of the Oranges and has also served as the
President of the Village of South Orange. He was appointed to
the Commission in February, 1979.
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52:9M-2. The Commission shall have the duty
and power to conduct investigations in con-
nection with:

.+ . The faithful execution and effective
enforcement of the laws of the state, with
particular reference but not [imited to or-
ganized crime and racketeering . . .*

* Excerpt from $.C.I Law

ORGANIZED CRIME PROGRAM
» 1982 Update







' ORGANIZED CRIME PROGRAM
- 1982 UPDATE :

Introduction

‘While winding up several ma;]or mqmnes mcludmcv' m1scondue1:3
by certain local authorities in the operation of their faclhtles and
by casinos in the disbursement of gambing credit, the Commission-
continued its surveillance of currently active organized crime Tiem-
bers and associates. During 1982 certain - New’ Jersey mobsters
who were involved in the Comlmssmn s confrontation program met
with Judlcla}. and law enforcement reverses, as noted below. -

N zcodemo ( intle N icky) S ccwfo

Secarfo, of Atlantic City, one of ‘the orlglna,l sub;]eets of the
S.CL’%s program “of confronting organized crime members, was
found gmilty in 1981 of illegal possession of a handgun in Federal
Court, Camdén, and 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 March, 1980. Scarfo
was freed on $50,000 bail pending appeal. He and two assoela.tes
had been acquitted in 1980 of charges of murdering a Margate,_
cement, contraetor

An 8.C.I special agent, Dennis Me(}ulgan, was .credited with
deciphering a coded telephone list found in Scarfo’s house in 1979,
during. the. investigation that led to Searfo’s murder 1{rial, Me—

(Guigan was an investigator for the Atlantic County Prosecutor at
the time that coded list was found. It wasnot until after MeGuigan
joined the 8.C.I. staff in the Spring of 1981 that he finally broke the
code and thus identified a number of Scarfo’s closest gangland
contacts. MeGuigan’s work was part of a joint effort by a namber
of law enforcement personnel who cooperated with the Camden.
office of the U. 8. Justice Department’s Organized Crime and
Racketeering Section in the successful prosecutmn of Secarfo.

3



Scarfo finally was imprisoned last August despite his pending
appeal because he had violated conditions for his temporary free-
dom by associating with ex-conviets. The S.C.T. also played a role
in the*..'succ_essf;ul‘bail‘;re_s_-(oqation,"p_roc;_eedings instituted against
Scarfo by W. Hunt Dumont, U. 8. Attorney for New J ersey, and
Robert C. Stewart, Attorney in Charge of the Federal Organized -
Crime Strike Force, h '

U. 8. District Court Judge Stanley Brotman ruled that Scarfo
had. violated his bail conditions and ordered that he -immediately
begin serving the sentence imposed on him the year before." Scarfo.
was incarcerated at the Federal Correctional Institution in La,
Tuna, Texas. - , . TR R L

~Me. Stewarﬁ SuBSeqﬁe-ﬁtljt;senﬁ:lt]ie_. SiGL a 1'letfér-"06Mendiﬁg.'
the efforts of Special Agent McGuigan in-the prosecution of the
Scarfo hail revocation case. This letter stated-in part:s: -~ @ ..

Both personally and on behalf of this office, I wish o
to commend Special Agent Dennis McGuigan for his =~
= emeeptionally. fine contribution to this effort. In par- ..
.. ticular, Special -Agent Dennis McGuigan provided.

... extremely important testimony and handled himself .
. superbly wmder. cross-examination. Without such .a -
... Splendid display of initiative and commitment to . .
o professional excellence, Mr. Scarfo would still be af = -
o Wberty. T
_ Searfo was among the organized .crime figures subpoenaed.for:
questioning by the S.C.L in the early 1970s.. He was held in con-.
témpt for refusing to answer guestions and served 31 months- in-
- jail before finally agreéeing to testify before the Commission, He
made a number of appearances at the S.C.1. after his release from

prison in 978, . - i e e T

JobuDiGilio. - . . i S

Difilio, of Parainus, who also had been subpoenacd to appear
for executive session testimony at the SIC.I, suffered a sethack in
NewLJersey.Sli'periorrCourt_in ?De'gembeii_ B
" DiGilio, 50, was ruled as mentally and physically corpetent t5
stand trial on g loansharking indictment that had been pending in’
Morris County since {978 DiGilio was among a number of under-’
world figures who, fled[The state in’ the early 19705 to avoid an’



- Raymond (Long Jobn) Martorano

Martorano, a longtime ally of the murdered Philadelphia crime
boss Angelo Bruno, was found guilty in Federal Distriet Court in
May of conspiracy and possession with intent to distribute drugs.
Martorano, who is 54 and a resident of Cherry Hill, had been
indicted with 36 other individuals. He was sentenced to 10 years
in prison. e had hardly begun that incarceration when he was
formally charged, in November, with murder and conspiracy in
the death of John MeCullough, leader of the Roofers Union. Albert
Daidone, 40, of Pennsauken, a bartenders union leader, also was
charged with murder and conspiraey in that slaying.

In June, 1982, Martorano was indicted by a State Grand Jury in
Trenton for failing to appear before the S.C.I. He was charged
with two counts of criminal contempt for ignoring a subpoena for
interrogation at the Commission’s office on various organized erime
activities. He had previously testified in executive session and at
§.C.1. public hearings, in 1977 on eriminal incursion of legitimate
husiness in Atlantie City and in 1980—along with Daidone—on
organized crime inflltration of dental health care plans.

Robert (Bobby Basile) Occhipinti

Occhipinti, a eousin of the semi-retired organized erime boss
Simone (Sam the Plumber) DeCavaleante, suffered a setback in
Superior Court’s Appellate Division in March. The appeals court
re-instated a three count perjury indictment against Occhipinti.
He allegedly lied when he told a State Grand Jury in 1977 that he
never discussed the Mafia with the late seashore rackets boss
Anthony (Little Pussy) Russo. Occhipinti fled from New Jersey
years ago to avoid an S.C.I. subpoena requiring his appearance
hefore the Commission to testify about organized crime aetivities.
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52:9M-2. The Commission shall have the duty
and power to conduct investigations in con-
nection with:

. « . The conduct of public officers and
public employees, and of officers and
employees  of public corporations  and
authorities;

. . Any matter concerning the public
peace, public safety and public justice . . .*

* Excerpt from S.C.I Law

THE S.C.I's PUBLIC ACTIVITIES

+ Introduction/ 1982 Update
» State Legislative Liaison

* Federal Legislative Liaison
* SCI Review Committee







THE COMMISSION’S PUBLIC ACTIVITIES

INTRODUTION/ 1982 UPDATE

’I‘he 00mm1ssmn 8 publle act1v1tles in 1982 meluded

¢ Publication in May of & report on 1ts inquiry into
the history and impact of organized. erime on. labor .-
. relations at eertain housing eonstruction gites.* =

e A four- day publie hearing in July that e*cposed"ff-' o
widespread mismanagement and misconduet in the "
" operation of regional, county and mumclpa.l seweragef ol
o ‘and utility authorities. : '

Lo e Submission in; September to G‘rovernor Thomas H Y
.. Kean and-to Senate President Carmen A. Orechio, - -
- . Assembly Speaker Alan J, Karcher-and other mem- %"=
" bers of the Legislature the Commission’s recoinmenda- -~ -
- --tions for requiring more aceountability-to the public - ... -
- by local authorities, for improving:the administration. * - '~
* --and operation of anthority facilities and for assuring " .

- the future integrity and eredibility of such entities.-A - -
summary of these reconunendatmns appears 1ater 1n-:‘. R

* this seetion - ‘ : -

‘» Publication in August ofa report on an mvestlga—.', o
tion of the econduct of the Lakewood Industrial Com-"" """
. mission,** ‘Although the inquiry‘found no evidenee of -+
- eriminality. or corruption, it confirmed certain-in- -~ ..
. -appropriate activities and omissions on. the - part of - -
- the Industrial Commission. “A summary of the S.C.L:: oo

- recommendations Tesulting from t}ns mqmry follows‘j-‘ e
-- later-in this seetion, =~ . - - .

“'e Conelusion of the S.0I’s inquiry into the New
Jersey Housing Finance Agency The Commission’s
seeond and final report on this inquiry is. summarlzed
on Pp. 29-34 of thls report

* See S.C. I Thxrteenth Annual Report g - i
#* Copies of the. Report on Lakewood Industnal Commxssmn are: ava:lable at 'che S.CL
office in Trenton. -
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Recommewdations on County and Local Authorities

The Commission submitted its recommendations to the Governor
and the Legislature on September 22, 1982, well within the statu-
tory time limit of 60 days after the close of its: public hearing on
local sewerage and utility authorities. This deadline, however, did
not allow sufficient time for the recommendations to be buttressed
by the formal 8.C.I. report on the hearing itself. Therefore the
recommendations were accompanied by a summary of the Com-
mission’s mvestlgatlve ﬁndmgs and concerns.

The Commission’ s formal investigation began after prehmmary
inguiries indicated a prevalence of bribes and kckbacks in the
buying and selling of so-called sewage treatment chemicals at some
authority facilties. (HEvidence of kickbacks and other fraudulent
- practices was referred to the Attorney; General’s office by the
Commission during its investigation and public hearing). These
practices led to a broadened investigation of the management and
operations of local and regional anthorities. The widened inquiry
demonstrated that a number of these authorities, shielded from
public serutiny by a tradition of amtonomy, were condoning in-
competent administrative practices that invited fraud and other
misconduct. The Commission was particularly dismayed by the
absénee of any pubhc or official momtormg of local aunthority -
- aetivities—mo review of either temporary or long-term financing, -
- no requirements for uniform audit reports, no enforceable pro-
seriptions against conflicts of interest or other unethical’ behavior,
no standards for appointment of authority commissioners and key
executives, and no safeguards awa,lnst mappropmate or illegal
operatmns and - procedures.

These findings, confirmed by publie hearing testlmony, led to
the drafting of recommendations designed to make authorities
more accountable to their county or municipal government sponsors
and to-the captive clientele whose health and . welfare depend
- upon the proper conduct of their facilities. In proposing its
recommendations, the Commission reiterated its belief that no
properly. functioning anthority need fear any reqmrements for
more accountablhty The recommendatwns included:

e Stafe Supemsmn

The Commisgion in its proposal for authority
~ reforms urged enactment of Senate Bill ‘No. 1517
" or Assembly Bill No. 144, except that it opposed a.
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provision empowering the State Division of Loeal
Government Services’ Liocal Finance Board to dis-
solve an authority. The Commission endorsed the
declarations of legislative intent in these bills that
State approval of project financing by authorities
- and of their internal financing conduet is necessary
“in order to assure their financial stability and
integrity.”’ These bills would carry out such legis-
lative intent by rTequiring State approval of the
ereation of an authority, project financing, annual
budgets, and financial audits and other fiscal reports
to be submitted with prescribed uniformity. The
Clommission felt that such requirements would enable
the State to exercise the same successfully tested
supervision over local anthorities as it has had over
the financial conduct of counties and municipalities
since the 1930s. The Commission also subscribed to
other legislative provisions that would empower the
State to take effective remedial action to resolve local
authority finanecial emergencies. .

) _:Aut_hority Bond Financing

* The Commission recommended that local anthori-
ties be Tequired to adhere to the competitive public
bid procedures laid down by the Local Bond Law,
except that the State Local Government Services
Division could at its discretion permit an authority
to negotiate the sale of bonds. The Commission urged
that State supervision of authority financing be
supplemented by additional regulatory requirements
for negotiated bond transaetmns The Commission.
further recommended 1) a - sta,tutory prohibition

an authority from.serving in any capacity as an
underwriter, or vice versa; 2) a State proseription
against the payment of f-ees on. a per-bond basis or
any other basis that could provide incentives for
promoting a larger bond fransaction than might be
necessary, and 3) a requirement for State approval
before an aunthority can renew any- temporary_
financing instrument. : .
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o State Assistance to Authorities

“The Commission recommended that the State D1v1—
sion of Local Government Services provide assistance
to -local authorities relevant to their partlcular
needs, problems -and obhvatmns, mcludmg .

——Promulgatlon of a Code of Ethies to Whloh a]l

_Authority members and officers. must subscribe

under oath, with provisions for hearings of alleged

- violations a.nd penalties for noncompliance, mclud—
_ ing fines, suspensions and dismissals.

S ——Development of a Standard Audit Guide to

- enable authorities to comply with State require-

- ments for nniform accounting and financial report-

- ing that will also provide an early warning system
for detection of impending financial or operatlonal
cr1ses of anthorities.

—Provigion for technical ass1stance and fraining
of appropriate authority members and admlmstra—
tive and operational staff executives in connection
with new statutory requirements for uniform
accounting and financial reporting as well as with

. related- existing laws such as the Loeal Pubhc
" Contraets Act.

wEstabhshment of an oﬂiclal Regqstry of
_ Authorities, which would include their type, the
~extent of short-term and long-term indebtedness,
" user fees or charges, the most recent annual budget
_ estimates of revenues and expendltures, the number
_.of employees by title or job classification, and the
“-miost recent annual salaries of executive directors
~-and licensed plant operators. A- reg1stry ﬁlmg fee
“‘of $50 should be assessed -and applied agamst the
"-cost of - estabhshmg and ma,mtam_mg it.

‘ —Fmanclal adv1sory assistance to authonty

" ‘members and ‘staff executives, including but mnot

limited fo- the preparation and distribution of
' 'gmdelmes explammg all facets of debt ﬁnancmg

" —Periodic distribution of a ‘continaously updated:

“list of pertinent techmcal publications, ‘including

" those of the New Jersey Mummpal Fmance Oﬁcers
Association,
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L X Upgradmw Authonty Membership Standards =

" The Commission was appalled by. publm hearing
téstimony that demonstrated the inferior quality of
appointments by certain loeal or county governinental
entities to the anthorities these entities created. The
hearings demonstrated that an appointive procéss
based too often on political connections rather than
merit. generated sorely inadequate upper-level policy
guidance, ineffective managerial controls and blind
reliance on often incompetent staff. Therefore the
Commission recommended that, in the event the. State
assumes responsibility for the creatlon of authorities,
any 11evvr authority’s membership’ be required to
include & professionally accredited ergineer and at
least one-other member who is 1) a lawyer with an
acknowledged professional background in govérn-
mental, corpora.te or bond law, or 2) @ fully qualified
representatwe of the financial community, or 3) an
individual with proven academie ¢redentials and ex-
perience in business administration. In addition, the
Commission- recommended a -statutory requirement
that authority members submit personal financial
disclosures designed-to prevent conflicts of inferest
at a time and in a form presecribed by the State
Division of Local Government Services and that viola-
tions be subjeet to mandatory fines of a substantial
nature against both the affected member and the
authorlty 1tse1f

e Upgrading Authorlty Executive Staff

The Commission recommended that the quality of
key.. administrative, professional and technical staff

be upgraded by the following Division actions:.

. —Minimal but nonetheless exactmg quallﬁcatlons
*. should bé mandated by the Division for appoint-
~mént of executive directors or others with similar
~ responsibilities for overall administrative super-
““vision of an authority plant. A college education,
* with an- emphas1s on business admmlstratmn or
- engineering should be necessary, as well as a specr-
- fied :amount’ of previous working experience in
igewerage -and/or- utility operations. ‘A~ proven
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career background with a facility should be accep-
. table as an alternative to the regmirement for a
- specialized educational background but only after
. a detailed assessment of a prospect’s previous
“career in facility management has confirmed his

or her claim to adequate alternative eredentials.

—1icensed plant operators should be reqmred
by -the Division to perlodlcally requahfy for
..-Heensure.

—Presently madequate programs for training
and qualifying sewerage and utility employees for
licensure as plant operators should.be expanded
‘and should emphasize. continuing education for al-
‘ready licensed operators who must requalify at

' stated 1ntervals

—All authorlty employe es W1th respon51b111ty for-
purchasing materials essential to the operation of
sewerage or utility plants must be required to sub-
Ject all such purchases to competitive public bids,
The Division should establish a list of pre-qualified
vendors of chemicals deemed essential for the ade:
quate operation- of treatment and purlﬁca,tmn

. facilities: S

—The Division should establish training semi-
nars for authority purchasing agents. to agsist
them in determining the actual effectweness of
chemicals currently being marketed for Waste
water treatment.

® Construction Monitoring

"The Comniission recommended the immediate
restoration of the State Department of Environ-
mental Protection’s former construction inspection
service and the resumption of this wmit’s responsi-
bility for monitoring publicly funded projects on an
unannounced, daily basis. The Commission pointed
out that since this service was curtailed in 1980,
accordmg to testlmony at its public hearing, there
were only 381 construction inspections during 1981,
compared to 18,600 construection inspections. and more
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than 2,700 environmental inspections during 1979, the
1ast full year of the department’s former mSpectlon
serv1ce o o

® Penaltles for Noncomphanee

. The Commlssmn recommended that ﬁnes of $100
daily be assessed against authority members if they
delay, without just cause, the filing of annual audits
beyond the prescribed four months following the close
of a fiscal year. These fines would be a personal
liability of the individual authority members affected.
The Conimission also recommended that fines of $100
. daily be assessed against any authority auditor who
fails, without just cause, to comply with the Division’s
annual andit filing deadliné. Such fines would be a
personal liability, In addition, the facts of ‘such.non-
compliance should be referred to the Beard of
Certified Public Accountants for hearmo ‘action and
possible sanections by it, - :

e Funding. State Oversrght -

~ The Commission recommended that a portwn of
every State grant, loan or bond issue allocation for

the construction or rehabilitation of a local sewerage ™ -
..ot utility facility be earmarked to finance mspeetlons
. and other monitoring of such construction activity.

The Commisgion particularly hopes that sufficient
funds can be realized from this program to finance a
resumption of the effective construetion inspection
system that was in operation under the superwswn
of the DEP 8 Bureau of Oonstruetlon Oontrol pnor 3
to 1980, : -

The inclusion of bond issmes for COBStlUCtIOIl or

rebuilding ~of ~sewerage andutility plaits i the

above recommendation would increase the eredibility
of such bond issues when they are submitted for a

. public vote. The Commission emphasized in its state-

" ment concluding the public hearing that legislation
.. was pending which would allocate millions of dollars
of state bond issue proceeds to the same local sewer-
age and utility authorities that were cited during the .
- hearings for mismanagement, misconduct and other'..
aberratwns
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The Commission heard public hearing testimony
which indicated it would cost upwards of $250,000
a year to fund the legislative propesals requiring
Division supervision of the financial affairs of author-
ities. Since these proposals would require the state
to provide valuable professional guidance (financial
advice, technical assistance and training programs)
that would improve the stability and protect the
integrity of o/l authorities, the Commission urged that
a fee system be enacted that would enable authorities
to share in the cost of funding such services to them
with minimal financial dislocation. The Commission
recommended as the most reasonable method of devel-
oping self-sustaining financing of its reforms the
levying of yearly fees against individual authorities
on a graduated basis accordlng to a schedule that
reflects an authority’s size, its need for various State
services and other considerations.

Recommendations on Mmicz'palfhdustrial Commissions

The 8.C.L’s investigation of citizen complaints against the Lake-
wood Industrial Commission was authorized not only to assess the
validity of the allegations but also to determine whether the statute
governing municipal industrial commissions—N.J.S.A. 40:55B-1
et seq.—should be strengthened,

Although the investigation revealed no evidence of eriminal or *
corrupt activities by the Lakewood commission it did eonfirm
“certain inappropriate actions or omissions in the conduct of the
Commission.” As a result the S.C.I. proposed revisions of the
industrial commission law to require 1) that all municipal in-
dustrial commissions be structured and operated on a bipartisan
basis; 2) that all policy, financial and other decisions and transac-
tions be a matter of publiec record open and available to public
inspection at all times within the business hours of a municipality,
and 3) that all members and prospeetive members of industrial
commissions make a public disclosure of all sources of ‘personal
ineome and all personal real estate holdings. - '

The S.C.L recommended these speclﬁc changes in NJ S.AL
40 05B-—1 et seq:
20



- 40:55B-3. Bddy corporate; nmumber of members:
" Amend lst paragraph to read: “Any Commission
.. so created shall consist of five members in MUNici-
palities of fewer than 50,000 population and of seven
- members in municipalities of 50,000 population or

more . ..” = ' o

© The 8.C.L report suggested that Lakewood with its (1980 census)
population of 38,000 either did not or could not assemble an
Industrial Commission of seven members representative—"“unless
local conditions shall otherwise require”—of the seven statutorially
enmmerated categories of membership. "A subsequent recommenda-
tion by the 8.C. I. would reduce these membership qualification
categories to at least three categories that can be made mandatory
in even the smallest municipality whose local characteristics other-
wise would warrant an industrial commission. Such a reduction in
membership -catégories would then be more relevant in muniel-
palities eligible for only 5-member cominissions under the revision
proposed above. - . . o
40:55B-5, Members and officers:
. In'line with the'S.C.I’s proposed change in the
. "definitions section 40:55B-1, change the-appointing
. anthority in-the first paragraph of this section from -
~"‘the mayor to the ¢lected members of the municipal:
- governing body by a majority vote of such body, with -
. vaeancies also to be filled in the same manner. E _

In Lakewood, changing the appointing authority from the
mayor to the elected governing body would legitimize a current
unofficial practice. In so doing, however, the quality of appointees
inder such a procedural change would be enhanced by additional
safeguards outlined in other proposed law revisions. o

" Also require in this section that mo more than 3 )

~:.. members of a 5-member commission or 4 members ofa.

7-member commission be of same political party.
This preposed; Tevision would assure bipartisan operation of an
indunstrial commission. T SR RN

“ The first paragraph of this' section also should be
extended to prohibit from regular voting membership
on an industrial commission any member of the Jocal
elected governing body. O R s
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o

The statute is silent on such a dual role, with the- exceptlon of
the ex officio memnbership of the mayor. This proposed revision
would make clear that the only commission membership role of a
governing regime be the mayor’s ex officio position. A commission
could hardly be elassified as quasi-antonomous entity with a
membership that included members of its appointing authority. In
addition, this change would further reduce the dominant influence
of the elected governing regime that the statute now permits and
which was the target of some of the complamts agamst the Lake: -
Wood GO]IIIBlSSlOII . e : - : o

~ Revise the third paragraph of this seetmn to man-
date that at least three members of an industrial com-
mission be representative of industry or commerce,
labor and the legal profession: Eliminate the require-
ment that the membership reguire “at least one thor-
oughly competent representative of mill owners and . .
operators of mill properties,” but retain the remain-
ing categories of representation subject to the clause -
“unless local conditions shall otherw1se require.”

The mandatory recommendatlon for three of the presently
enumerated categories of membership should be enforceable in any
municipality, whatever its population, that otherwise en;joys the
characteristics of a locality where an industrial commission
would be advantageous. This change also would safeguard the
quality of appointees- whether the appointing a,uthorlty he the
mayor or elected governing body. The specification for a mill’
owner or opetator: representatlve is too narrow, arbltrary and
archaic to be included in the enumerdted categorles but certainly
would not be excluded under either the S.C.I.’s mandated categories
“or the suggested representations that would remain in the statute.
In faet, so predominant are the mdustry and business categories
that the S.C.L suggests consideration be given to mandating at least
two labor representatlves in munlclpahtles with 7-member com-
misgions. : : : e

' Amend the fourth paragraph of this section to ..~
include a requirement that each appeintee to a com-.
mission file with the municipal clerk a public . dis-
clésure of all of sources (not amounts) of earned and
unearned income as. well ag an. enumeratlon of all real
estate holdings. ' : : .
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This paragraph is intended to prohibit conflicts’ of interest
trom developing during the course of an industrial commission’s
operation, A personal financial disclosure as recommended above
would strengthen this provision. N )

- The next to the last paragraph of this section stipu-
lates that a majority of the members would constitute
a quornm. The S.C.I recommended that a quorum
.must eonsist of four members of a 5-member commis-
sion and five members of a 7-member commission. If
the present provision is retained, however, it should
be required that at least one of the majority present
and voting be a minority member of the Commission.

This proposal for increasing the size of a duly constituted
quorum would assure bipartisan operation of a commission affected
by a previous recommendation limiting the representation of one
political party.to no more than three.on a 5-member commission
and no more than four on a 7-member comhission. The revised
guorum requirements proposed above would compel the presence
of at least one member of a political minority on a.commission in
order for it to conduct its business. - Lo
7 40:55B-6. Fmployees; offices: o

. The final paragraph of this section refers to a com-:
- mission’s office and assorted documents, which .are
" subject to public inspection under regulations deter- -
-_.mined by the commission. This provision should be ..
amended to require that the only condition that may .. . '
be imposed on the availability of such publie records is
" “that they can be inspected during regular office hours = -
 of themunicipal government. -+~ S
' 40:55B-9, -Study of Tax Structure: . L
" The Lakewood Industrial Commission has never

“made a study of the Township’s tax strifeture, as man-" """~
dated by this law. ' : U

** This inaction, whieh was the subject of one of the allegations, is
& blatant violation of the law that should subject present and past
members of the commission to eriticism in view of the stated
purpose of the study. The statute states the such a study shall be
conducted “with a view o reducing the tax burden of the Muniei-
pality.” The S.C.L. called on the Lakewood Industrial Commission
to undertake such a tax structare stody forthwath, .- - =0
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40:55B-10. Limitations on powers; appropriations, -
- - records and reports:. ' .
-~ The fourth paragraph requires esch commission t6 '~ -
make an annual report “to the munieipality by which -~
1t was created . . .” Such a report shonld also he re-
quired to be a publie report that should be submitted to
the governing body of the municipality and specifically
filed with the munieipal clerk, where it shall be open to
public Inspection during the regular business hours of
the municipality: This section requires that a commis-
sion’s annual report shall set forth in detail “its opera-
tions and transactions for the proceeding 12 months.”

- This provision should speeify.that the contents of the . ..

report must include its expenditures and disburse-

, ments—all of its eash transactions, in fact. T
- The eoncluding paragraph of this section covers appropriations,
expenditures, annual budgets, financial records, ete. There is no
requirement that the commission make its budget requests publie,
and this should be corrected. Also, the budget appropriations au-
thorized for the commigsion by the ‘governing body, which are'in- -
corporated within the annnal munieipal budgets, should be made
public by the industrial commission immediately upon authoriza-
tion. Further, the requirement that each: commission keep complete
and accurate records of its accounts should be coupled with a
requirement that such fiscal records be available for public in-
spection at any time during the municipality’s regular business
hours.

A portion of the complaints against the  Lakewood Commis-
sion related to annual reports, audits and to -various financial
transactions that were lost, not easily available, or not filed at an
office where the citizenry would know of their availability for public
inspection. The proposed revision of this section would stipulate
the right of public access to all such reéports and ‘records and
would designate the particular office where they caxn. be located and
inspected. The S.C.L report faulted the Lakewood Industrial Com-
mission for the loss, absence or limited -availability of its records
©The Industrial Commission statute is: silent on ‘whether. a com-
mission is required to comply with State bidding laws. Some of
the coniplaints included- the issue of public bids, The Lakewood
Industrial Commission 4t least in recerit years has required.the
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purchiase of certificates of deposit to be based on competitive
bidding; dn appropriate process.. However, to subject property
transactions to competitive bidding might be impractical, even
self-defeating, The 8.C.IL recommended, instead, that the Indus-
trial Cémmission Statute be amended to require that all contracts
for the sale, lease, option or other transfer of property rights be
subject to public notices and public reviews for a period of at least
30 days prior to any final closing of such transactions. The S.C.L
also recommended that industrial commissions be required to set a
time limit on options to purchase any industrial commission lands.
1t was further recommended that the enabling law ghould be
amended to either prohibit or regulate the payment of commissions
or fees to real estate agents and to prohibit dealings with specu-
lators who without any enliancement of the property then resell
land to companies for industrial development. -

STATE LEGISLATIVE LIAISON
8.C.I. Spurs Dental Care Law- Revision '

- In its Report and Recommendations on Organized Crime In-
filtration of Dental Care Plan Organizations, in June, 1981, the
Commission made two reform proposals. One proposal urged
enactment of a pending bill to create a New Jersey State law
‘modeled after the Federal Racketeer Influenced and Corrupt
- Organizations (RICO) Aet. This bill wag enacted in June, 1981,
as the Commission’s report was being processed for public distribu-
tion. The Legislative findings that prefaced this statute—that
organized crime annually drains millions of doliars from this state’s
economy by use of force, fraud and corruption and that organized
crime type activity has infilirated legitimate businesses—were
confirmed by the Commission’s investigation and public hearings.

The Commission’s second proi).o-'sall included more than a dozen

~ the State Insurance Commissioner to regulate dental plan organiza-
tions. This law became effective in June, 1980, but had not been
materially implemented. The changes proposed by the Commission
would require more adequate diselosure and closer inspection of
financial transactions of dental plan organizations than is presently
required by the statute.- _ L SRR
Assemblyman “Anthony M. Villane Jr. of District 11 in Mon-
mouth Courity incorporated the 8.C.L’s recommendations in As-
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recommended amendments to strefigthien an existing law requiring- -



sembly Bill No. 557, which he introduced for action in the 1982-83:
Legislature. This bill’s purpose was specified in an attached state-:
ment, as follows: - T T T

This bill regulates finders and consultant’s relation-
. ships with dental plan organizations. The bill’s pro-
- visions are based on the Report and Recommendations
- of the State of New Jersey Commission of Investiga-
tion on Organized Crime Infiltration of Dental Care
. Plan Organizations. The purpose of these provisions -
as stated in the Report is to prohibit “‘practices bared =
by the 8.C.I’s probe . . . by setting more stringent =
standards of professional conduct for dental plan
organizations and removing the veil of secrecy that
has eloaked the financial operations. of such groups.”” .~
The report goes on to note that ““these recommenda- = = -
tions require full disclosure and close inspection of
financial transactions of dental -plan organizations .. -
and also address their alliances with consultants,. o

finders and other entities and individuals.’’

'This bill was passed by the Assembly on May 24 and by the Senate
on December 6 and was signed into law by Governor Kean in
January, 1983, 0 . T e

FEDERAL LEGISLATIVE LiatsoN  ~ -

" The Commission during 1982 responded to requests for inﬁesti,—f
gative data and other assistance from the Federa): legislature,
including particularly the U, S. Senate Permanent, Subcommittee
on Investigation and the House Select__Cpmmitth on Aging. o

TuES.C.I. REview COMMITTEE L
Section IM-19 of the Cominission’s enabling law, as amended:
in 1979, states: o . T R S
. Commencing in 1982 and every 4 years thereafter,
at the first annual session of a 2-year Legislature, P
.. within 30 days after the organization of the Legis- -
~ lature, a joint committee shall be established to review
the activities of the State Commission of Investiga-
-+ tion for the purpose of : (a) determining whether oy - -
4 mot P 1., 1968, ¢. 266 {C. 52:9M-1 et seq.) should - -
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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 to be appointed by the President of the
Senate, no more than one of whom is to be of the same
political party, two members to be appointed by the
Speaker of the General Assembly, no more than one of
whom is to be of the same political party, and three
members to be appointed by the Governor, no more
than two of whom shall be of the same political party.

Seven citizens, all members of the New Jersey Bar, were named
to this committee after the organization of the 1982-83 Legislature,
as follows:

William L. Brach of Roseland and James M. Piro of Nutley, by
Senate President Carmen A. Orechio; Albhert Burstein of Jersey
City and Carl Valore of Northfield, by Assembly Speaker Alan J.
Karcher, and Mercer County Executive Wilbur H. Mathesius of
Princeton, Thomas R. Farley of Iast Orange and William B.
MoGuire of Newark, by Governor Thomas H. Kean. Burstein, a
former member of the New Jersey General Assembly, was named
as chairman and Farley, a former Superior Court Judge and also
a former 8.C.L. Commissioner, was chosen as vice chairman. John
J. Tumulty, who is the legislative aide to the Senate Judieiary
Committee, was chosen as the Review Committee’s secretary.

The Commission has provided the Committee members with
voluminous background materials, responded to all requests for
reports and other documents, made present and past commissioners
and officers available for questioning and consulfation, and has

" kept the Committee informed on the Commission’s activities during
the review process.
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52:9M-3. At the direction of the Governor or
by concurrent resolution of the Legislature the
Commission shall conduct investigations and
otherwise assist in connection with:

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

. . The legislature’s consideration of
changes in or additions to existing pro-
visions of law required for the more effec-
Il‘Ive administration and enforcement of the
aw . . ¥

52:9M-4. At the direction or request of the
Legislature, of the Governor or of the head of
any department, board, bureau, commission,
authority or other agency created by the
State, or to which the State is a party, the
Commission shall investigate the manage-
ment or affairs of any such department,
board, bureau, commission, authority or other
agency...*

* Excerpfs from 8.ClL Law

THE GOVERNOR’S REQUESTS
» Final HFA Report







THE GOVERNOR’S REQUEST S

HFA INVESTIGATION AND FINAL RE PORT

‘One reqmrement of the Commission’s enabhng statute is that
at the direction of the Governor, it shall conduct investigations
into the “mana,gement or affairs’ of any department or other -
agency of government. As requested by then-Governor Brendan
T. Byrne, the Comimission eonducted an inquiry into the opera,tlon
of the New Jersey Housing Finance Agency and issued in April,
1981, the first of two public reports on its findings. In December,
1982, the Commission authorized the issnance of a second and final
public report on its HFA investigation.*

The Commission’s mvestlga,tlon disclosed overall tha,t certain
aggressive, politically conneeted 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. J. Johnston and, for the most part, a malleable staff. The
susceptability of the Agency to influence peddling became rampant
during Johnston’s 1ea_de_1 ship from the mid-1970s to the Spring of
1979, The S.C.I. ’& initial report reviewed the cause and effect
of Johnston’s misconduct and of the reaction of certain’ Agency _
personnel to his activities. Even as the Commission’s inquiry
progressed, the Ageney under the direction of Bruce G. Coe,
who succeeded Johnston as Execnfive Director in 1979; began to
improve its regulatory policies and  procedures. The 8.C.I.%s
final report concentrated on the complex facets of III'A . project
financing, as demonstrated by the Agency’s practices and proce-
dures in connection with the processing of five projects -between
1973 and 1979, The Commission: questioned some of these activities

the events in question had taken place prior to.the instifution of
a number of intermal reforms in 1979. Nonetheless, the S.C.L
commented in its final report that its criticisms ‘‘remain valid
‘since they identify past weaknesses in the HFA’s operations that
shounld not be counte'nanced in its future perfo-rr"né;nce .

*A copy of the Commlss:ons Final HFA. Report is available upon request at the
SCLin Trenton . . . L

as improper or inappropriate-but;-as-in-its-first report, noted- that-———-r



As noted, the 8.C.I. chose for examination five projects that
were closed at the HFA during the mid-1970s. These exemplars
¢ demonstrated either inappropriate activities by the Agency or
the sponsdr: or' inadaquaciés in the procedures by which HFA
processed projects. The five projects were: two HRssex County
projects known as Grace and-Nevada, which received special
treatment at the Ageney because of apparent personal influences
and pressures, Maplewood, also in Essex County, which illustrated
weaknesses in Ageney policy tha,t allowed cut-rate prOJect invest-
:m.ents, and OOmmumty Haven in" Atlantie City and Battery View
in Jersey City; in which questionable transactions were anthorized
by the HFA in 1978, The report’s extensive review of these
projects led to the following final reeommendatmns—and related :
comments—by the Commission:- -

e Promote Supervised Conversions o
~ The Commission recommends that the. HFA
~mctively promiote the conversion of nonprofit housing
" projects into more financially stable limited dividend
projects. ‘Mo implement this recommendation, the _
,Gommlssmn suggests that the Agency’s mnovatwe
“eCriteria” for Project Selection” be amended to
... . ineclude a,etua.l or prospective conversion among such -
" = criteria and to provide for the asmgnment of special .
_ point values to projects which agiee to convert under . -
- Ageney tules and regulatlons applymg to the conver- =~
_51011 process, " '

In 1979, in an eﬁort to proserlbe favontlsm and mﬂuenee
peddling in-the selection and processing of housing projects, and
to make this process as objective as possible, the HFA instituted
a system in which point values were attached to the numerous
factors that affécted a projéct’s consideration. Thé Commission
felt that this pelnt valudtion method of “establishing objective
priorities for processing: ‘projects could be expanded to- encourage
nonprofits to eonvert to for—proﬁts under the Ageney s reg'ulatery
gmdanee ‘

‘. ,Apply G*uldelmes To All Converswn.s

The Commission. recommends that the Agency, .
conversion rules and requirements, that have applied -
" i to-projeets whiich eonvert to for-profit status-after .
mortgage closings as nonprofits, be extended fo ™
projects which convert prior to closings.
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" In conjunction with its recommendation that the HFA actively
promote nonprofit housing conversions to for-profit status, the
Commission said the HFA. should refuse to provide mortgage
fimnds to proaects which do not follow Agency rules and regulations
for conversions. In the ease of projects which have received
nonprofit mortgage commitments and then seek to coivert, the
HFA should refuse to grant a mortgage recommitment 1f its
conversion requirements have been ignored or violated. The
Commission recognized that exceptmns regarding the distribution
of syndma.tlon proceeds may be in order when a conversion is
necessary to establish a project’s feasibility. Nonetheless, it re-
commended that even under such circumstances-all other conver-
sion regulations—including those pr0h1b1t1ng a nonprofit project’s
attorney from representing any other party in the transaction and
preventing hidden agreements under which syndication proceeds
are to be paid to members of the nonproﬁt sponsor, its loa:n con-
sulta,nt or attorney—should remain in eﬂect e

K Constructlon Contracts Must Be Bid

The Commission recommends that' the Agency :
require all sponsors seeking project financing via the
HFA processing - pipeline to award constmc‘aon
contracts on the basis of competltwe bidding. -

Supportmg its proposal that the HFA utilize the same competi-
tive bid procedures mandated for all public contracts, the
Commission noted that Agency projects are financed by mortgage
loans funded by proceeds of tax-exempt bonds sold for this special

public purpose. Taxpayers provide the federal rent subsidies that

guarantee a project will generate sufficient revenues: +to ultimately
permit repayment of these loans. The State also-provides ‘‘seed
money’’ loans from its public funds to initiate certain types of
HFA. public housing. The Commission also noted that the Agency

_has already%reqmred ‘competitive bidding in connection with the

supplemental fundmg of speclal or - emergeney constructmn
activities.- :

~Tn addition to requiring a spousor to seek quahﬁed contraetors
wﬂhng to compete for a eontract, the Commission sought to-reduce
a particular burden on general contractors in. 11m1ted dividend
projects: The Commission suo*gested in connection -with its com-
petitive bid recommendation that in limited dividend ‘projects
the entire construetion contract, including the contractor’s profit
and overhead fee, be recognized by the Agencv as a mortgageable
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cost and that the-developer’s fee be reduced aceordingly. Currently,
the contractor’s profit and overhead fee is paid by the limited
dividend sponsor -and the timing of those payments is normally
fixed to allow for pa,yment with- syndlcatlon proceeds. Contractors
should not be: expected to:make such accommodations if. they are
selected on the basis of a competltwe bid proposal R

e D1scontmue Fee Piedges

The. Oomm1ss1on recommends that except for the ... .
. developer’s fee, the agency dlscontmue its pohcy of .
© allowing . fee pledges toward a sponsor s. equlty o
_requirement. = S - : :

' Ehmmatlon of fee pledo*mo should convert the requlrement for
interim equity funding by a project developer into an important
cost-saving incentive, The Commission contended that this has not
been ‘tiue under fee pledging, since a developer has not had to
utilize personal resources. Under the Commission’s proposal, the
only fee that could be pledged would be the developer’s own fee
but the size of this fee would be sharply reduced since it no longer
would mclude the contlactor 8 proﬁt and overhead fee.

'3 No Eqmty Return From Morto age Advances B .

The Commission recommends that the Awency not
allow payment of return on equity from funds made .
avaﬂable by mortgage morey. advances S

_In instances where funds are available in progject opelatmg ‘
accounts at final mortgage closings and those funds are the result
of thortgage money advances (as was the case with Battery View
a,nd Community Haven) the Agéncy should take control of its
90 percent portion of sueh funds and utilize it as specified in
Agendy regulations and in accordance with bond covenants cover-
irig unused mortgage money. Fu‘rther,'the-Agency should restriet
the availability of funds for return on equity to the net cash flow
from ‘project . operations, exclusive of any mortgage money
advances which may be applied toward normal non-capital operat--
ing expenditures. If the Ageney bad advanced mortgage money
dn'ectly to the Battery View and Community Haven sponsor for
retorn on equity,. it would have violated. its statutory limit of
90. percent funding for. limited dividend progects Furthermore, all
future return on equity payments ‘based upon the orlgmal eqmty
amount unadgusted to reflect the return, would be In violation of
the statutory limit of 8 percent return on equlty In the opinion.
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of the Commission, the mere fact that the Battery View and Com-
munity Haven mortgage money advances happened to pass through
the project operatmg accounts prior to use ag return on. eqmty
did not change the improper nature of this transaction.

* * # * %

Asg with the Commission’s first report on the HFA, most of the
questionable activities eited in its final report oceurred during the
1973-79 period. The first- report concluded with a number of
recommendations’ which targeted official misconduct as their pri-
mary ‘objective.. The Commission conceded that honesty and
integrity: could not be legislated but contended that certain steps
could be taken to at least reduce the danger of a revival of the
mismanagement that once marked the Agency. For this reason the
Commission restated in-its final report certain recommendatlons
proposed in its mltlal report ‘as follows ' S

e Le glslatlve Ovemlght

_ “The Commission recommends that a prows:lon be
~added to the law. governmg the TTFA to require an
" “inspection and review of the operations of the agency
at least once during each two-year session of the
Legislature by a bipartisan Legislative Oversight
Committee, augmented by the Governor’s chief coun-
sel or a lawyer or certified publie accountant desig-
nated by him. Such a review of the agency shall be
required to begin prior to the conclusion of the first
year of the Legislature’s two-year session and shall
be concluded within six months of the authorization
of such a study, unless an extension of time is granted
by both legislative houses.

Ag illustrated by both of the Commission’s reports, internal
misconduet at the HEA continued undetected for a prolonged

"*”“*”pel‘iOd Oftime..A. factorinthefailuretomorequicklyexpose O

numerous incidents of favoritism to cerfain project promoters,
influence peddling pressures on behalf of a mumber of projects, and
even acts of criminality or near-criminality, was the illusion of
respectability the HF'A enjoyed because of its public image as an
aggressive producer of needed housing. To prevent a recurrence
of the HFA’s adverse experience, the Commigsion endorsed the
trend in recent years toward legislative oversight of the programs

lawmalkers enact and urged that such oversight be extended to the -
HFA. A role for the Fxecutive Branch of State government in this
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wafchdog mechanism was urged becanse it shares a.responsibility
for the HF A’s proper performance through appointive and ad:mm
istrative. control over the HFA’S govermng board ‘ ;

. Fra.ud Audlts . -

© The Commission recommends that ‘spot audits of - -
‘various projects be required by law with the addi- -
tional proviso 'that such audits be required to include . - =
“among their objectives the identification of fraud and - --
that such findings be immediately reported to the -
.+ Ixecutive Director .and the governmg boa.rd for =
o appropma.te lmmedmte resolutlon : :

The HFA’s mternal audits. of agency and ]_JI‘OJth ﬁnanma,l
transactlons have not made the 1dent1ﬁqat10n of frand a specific
objective. Frand audits are typically an expensive undertaking
and performing them on all projects would not be justified. In the
Commission’s. opinion, however, utilizing fraud audits on a spot
basis, performed either by agency staff or an.independent con-
tractor, would add an important ﬁscal control mechamsm to

present HFA audltmg capabmty
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52:9M-5. Upon request of the Attorney Gen-
eral, a county prosecutor or any cther law
enfercement official, the Commission shall co-
operate with, advise and assist them in the
performance of their official . . . duties.*

52:9M-6. The Commission shall cooperate with
_ departments and officers of the Uniied States
Government in the investigation of violations
‘of the Federal laws within this state.*

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

52:9M-8. Whenever the Commission or any
employee obiains any information or evidence
of a reasonable possibility of criminal wrong-
doing . . . the information or evidence of such
crime or misconduct shall be called to the
attention of the Attorney General as soon as
praciicable, unless the Commission shall . .,
determine that special circumstances exist
which require the delay in transmittal of the
information or evidence . . .*

* Excerpts from S.C.I. Law

LAW ENFORCEMENT LIAISON

+ U.S. Attorney

» Aftorney General

* County Prosecutors

* Inferstate Cooperation







LAW ENFORCEMENT LIAISON

INTRODUCTION _

. The Commission last year was contacted by telephone or mail
90 times for various types of assistance from federal, state, county
~and local law enforcement agencies and from such agencies in the
states of Arizona, Connecticut, ¥lorida, Georgia, New York, Penn-
sylvania and Texas. Additionally; the Commissioners adopted . at
least 31 resolutions in response to formal requests for information
by federal, state and county law enforcement agencies, regulatory
agencies and legislative commiftees. A number of referrals of
evidence of criminal activities were also made by the Commission

pursuant to’ Section 9M-8 of its enabling law.

LiaisoN With Tae U.S. ATTORNEY FOR NEW JERSEY -
Continuing close contact was maintained throughout 1982 with
the office of the United States Attorney.for New. Jersey, W. Hunt
Dumont. Investigative data, hearing transeripts and other informa-
tion were submitted to his staff, particularly in connection with the
Commission’s inquiries into the New Jersey Housing Finarnce
Agency and the problem of organized crime incursion into certain
dental care plans. In addition, agents of the S.C.I. actively joined
with Mr. Dumont’s staff in several investigations involying mem-
. bers of organized crime. An example of this type of cooperation is
cited on Page 10 of this report. o ' :

LIAISON Wi1TH THE ATTORNEY GENERAL

During 1982 the Commission continued its liaison with the .

Office - of the Attorney Glemeral and various components of the

Department of Law and Public Safety. This liaison was carried
out through high-level meetings by the Commissioners with the
Attorney General. Additionally, Commission supervisory and legal
personnel and the staff of the Atforney General’s office, particu-
larly the Division of Criminal J ustice, met on scores of occasions
during the course of the year with regard to day-to-day activities.

- A primary parpose of this"c;ibse liaison is,the‘m'a.ihtenancel of a
dialogue with the chief prosecutorial office in the state so that the

35



Commission can address more effectively broad-based problems in
the area of eriminal justice reform and promote development and
support of legislation resulting from the Commission’s publie
hearings and réports. The effectivenéss of this coordination was
demonstrated in 1982 during the 8.C.I’s investigation of mis-
conduct at certain local and county authorities and its publie
hearings about that probe. Evidence of criminal activity in. the
sale- or purchase of sewage freatment chiemicals was referred to
Attorney General Irwin Kimmelman’s staff, as a result of which
one witness testified at the Commission’s hearing as part of 4 plea
bargain and -several other witnesses testified under grants of

immunity.

- The S.0.L joined with Atforney General Kimmelman in June to
Host a delegation of key Australian law enforecement officials at the
Commission’s “office.  The. delegation “was . led: by. Australia’s
Attorney General Peter D. Durack: S.C.T:. Chairman -Arthur S,
Lane presided at the conference, which was also attended by
Colonel Clinton Pagano, Superintendent of the New Jersey State
Police, " oo R PErientont of the Rew Jersey Btate

LiaisoN Wit COUNTY PROSECUTORS | R

~The Commission takes ‘pride in its increasingly close relation:
ship: with all’ of New Jersey’s 21 county- prosecutors and their
staffs that began with active investigative assoeiations some years
ago in Atlantic, Burlington, Camden, Essex, Hudson, Passalc aiid.
Union Counties. This lirikage between prosseutors and the S:C.1. -
hag ‘been extended: toevery coiuty-and is. being ‘donstantly’ re-
affirmed as prosecutorial changes oceur. Tiaison befween. the Com-
mission and prosecutorial offices was further cemented during
1982 when Exeeutive Director James T. (’Halloran proposed that
the 8.C.I. conduct a seminar for county proseeutor staffs on the
background ‘and ‘procedures of the: Conimission’s investigation of
county and local sewerage authorities. Such a seminar was ar-
ranged through the office of Hssex’ County Prosecutor George L
Schneider. and was hosted: by’ the: office of Mommouth -County
Prosecutor Alexander D T.ehrer at the Monmouth County Police
Academy on November 30, Special Agent Richard S::Hutchinson
and: Investigative “Acecotuntant. Helen K. Gardiner conducted the
twochour: seminar-as “well as' an extensive’ questionand-answer
period. They- ontlined: the. investigative. techniques. utilized. to
identify those involved in kiekbacks and other misconduct and to
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trace the movement of cash and gifts in these transactions. They
also suggested areas of eoncern in connection with authority opera-
tions in various counties. More than 50 representatives from 19 of
the 21 county prosecator’s offices attended the seminar.

INTERSTATE COOPERATION

The Commission continued its membership in various interstate
organizations of a formal and informal nature which relate to its
work., Additionally, the Commission received numerous requests
for assistance on investigations from various law enforcement
agencies throughout the nation. The Commission, in fulfillment of
its statutory duty and in recognition of the importance of eoopera-
tion among the states in areas such as organized crime, responded
to every such request. The Commission itself also obtained asgist-
ance from various other states on matters of mutual concern with
particular relevance to organized erime and racketeering.
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52:9M-9. The Commission shall be auvthorized
to appoint and employ and ot pleasure re-
move an Executive Director, Counsel, Investi-
gators, Accountants, and such other persons
as it may deem necessary, without regard to
Civil Service; and to defermine their duties
and fix their salaries or compensation within
the amounis appropriated therefor, Investiga-
tors and accountants appointed by the Com-
mission shall be and have all the powers of
peace officers.* :

* Excerpt from S.C.I. Law

COMMISSION STAFF

* Performance,
Self-improvement

vi






 COMMISSION STAFF

STAI-‘F PERFORMANCE

. As in past years, various officers’ and employees of the Com—
mission participated in eonferences, seminars and workshops eon-
ducted by federal or state law enforeement ageneies or associations.

- ‘Executive Director James T. O’Halloran, a former Prosecutor of
Hudson County, attended.the annual Prosecutors Convention:in
Spring Lake on June 26 and on September 10 he reviewed the his-
tory and funetions of the S.C.IL at a County Proseeutors’ manage-
ment training seminar at-the. Rufgers University. Continuing
Education Center, New Brunswick, He also. addressed- the New
Jersey Narcotics Enforcement Officer’s ‘Association on- June 2 and
conferred on organized erime problems in Phlladelphla on October
4 -with members -of -the. Senate Permanent Subcommittee - on
Investigations. -

- On OQctober 18, the Comrmssmn announeced the appomtment of
J ames J.: Morley of Moorestown as Deputy Director. Fé also has
a prosecutorial background, having served as Assistant Prosecutor
of Burlington County (1976 78) and, during two of the four years
he ‘subsequently served as a Deputy Attorney’ General, he was
responsible for providing liaison between the Attorney G‘reneral’
Prosecutors Supervisory Section and the County prosecutors and
the State Medical Examiner. When he came to the S8.C.I; he was the
Deputy Attorney General assigned to the Crlmlna,l Justlee Divi-
sion’s Legislative Services Section. . : .

“Tn addition to Messrs, O'Halloran and Morley, the Cormmssmn 8
staff included four other lawyers One of these; JanesA: Hart, ITT,

panel discussion on search and seizure law at the annual meeting
in June of the New Jersey: Narcotics Enforcement Officers Associ:
ation. He is associate counsel and a- ‘mémber- of the Board of Di-
rectors of the Association. Counsel Michael V. Coppola, a former
Assigtant Proseeuter ‘of Hudson County and who was admitted
to the Bar ‘of New York State in March, attended a seminar on
¢asine law sponsored by the New Jersey Imstitute for Continuing
Legal Education. Mr.: Coppola subsequently became ehief eounsel
for the Commission’s mqmry ‘into casino eredit abuses. Counsel
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Gerard T’. Lynch in May was elected a Vice Chairman of the
Magloclen Association, the Middle Atlantic—Great Liakes Organ-
ized Crime Law I‘nforcement Network. A former assistant distriet
attorney in New York, he had been secretary of this association .
sinee its founding in 1981, The New Jersey State Police and the
S.C.I. are among the charter members. Paul D. Amitrani, the
Commission’s newest counsel, had been an assistant proseeutor in
Union, Hudson and Somerset counties and was serving his second
term as the president of the Assistant Prosecutors’ Association .of
New Jersey when he came o the S.C.1.-

- The Commission’s staff in 1982 consisted of 44 1nd1v1duals in-
cluding 6.accounfants and 14 special agents. :

The Comm1ss10n s accountants not only kept abreast of adva.nces :
in their field but also shared their knowledge and experience with
other law. enforcement ageneies, particularly in the area of white
collar erime and as lecturers at the New Jersey State Police
Academy. The S.C.I. chief aceountant, Julius Cayson, lectured at
the State Police training sehool for mvestlga,tors assigned to the’
Attorney General’s Gaming Enforcement Division and submitfed a
paper for use at the new State Police Intelligence Analysts’ School
at Sea Girt. Two accountants are Certified Public Aecountants.
One accountant holds a Master of Business -Administration
graduate degree and another is a candidate for such a degree.
Two S.C.I. accountants are former veteran investigators for the
U.8. Internal Revenue, Service. One of the latter, Frank Zanino; -
reétired after serving the S.C.I. for more than 10 years, during
which his investigative accounting efforts formed the basis for a
number of major mqulrles by the Commissmn .

Speeial courses and seminars on white collar erime, govermnent
eorruption, organized erime and other law enforcement problems
were attended by the Commission’s special agents, The Commission
received g letter from the TU.S, Justice Department’s Organized
Crime and Racketeering Seection, Camden office, expressing appre-
ciation for S.C.1. staff “cooperation and ass1stance -—particularly
that of Chief Accountant Cayson, Special Agents Richard Hutchin-
son and Joseph Corrigan and Investigative Accountant Chris
Klagholz—in a major organized crime judicial proceeding. In
addition, the Commission’s special agents assisted the U.S, Attor-
ney’s ofﬁce in Newark in obtaining an embezzlement indictment to
which the defendant pled. guilty. The Commission also received a
letter from the Middlesex County Prosecutor’s Police Training
Director, Matthew G. Zaleskl, -expressing appreciation for the
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Q.01's assistance to its 38th basie training class and to the
S.C.L’s Special Agent William Rooney for serving as an instructor
during the 16-week session. The wide-ranging background of the
Commission’s special agents has been particularly helpful in the
snecessful completion of the agency’s unusually varied investiga-
tions. Collectively, this background includes previous careers Or
tours of duty with the U.S. Justice Department, the U.S. Senate’s
organized crime investigations, the Federal Bureau of Investiga-
tion, the State Police, various county prosecutor’s offices, the
Pennsylvania Crime Commission, many munieipal police depart-
ments, the NY-NJ Waterfront Commission, a county sheriff’s
department, and the Military Police. One or another of the special
agents periodically presides at regularly scheduled meetings of
delegates from approximately 40 federal, state, county and muni-
cipal law enforcement agencies from a five-state area. These meet-
ings are designed to develop closer investigative liaison and to
_ review law enforcement matters of mutnal concern.
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52:9M-10. The Commission shall make an
annvual report to the Governor and Legislature
which shall include its recommendations, The
Commission shall make such further interim
reports to the Governor and Llegislature, or
either thereof, as it shall deem advisable, or
as shall be required by the Governor or by
concurrent resolufion of the Legislature.®

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

* Excerpts from S5.C.l. Law

LIAISON WITH THE PUBLIC
* Introduction
* Public Hearings, Reports
+ Citizen Assistance
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LIAISON WITH THE PUBLIC

INTRODUCTION

. Since its inception the Commission has sponsored a total of 66
public actions, including 23 public hearings, 26 public reports based
- on those hearings, and 17 public reports which were not preceded
by public hearings. These public actions are mandated by various
provisions of the S.C.I.’s enabling law as supplemented by revisions
enacted sinee 1968. For example, annual and interim reports to
the Governor and Legislature have been required from the outset.
‘Such reports have helped to fulfill another requirement that the
Commission keep the public informed as to the operations of
organized crime, law enforcement problems and other agency
activities. ‘‘by such means and to such extent as it shall deem
appropriate.’’ An original statutory provision that the Commission
agsist in ““the making of recommendations by the Governor’’ to
the Legislature has been augmented by also requiring the S.C.L. to .
conduct investigations and otherwise assist in ‘‘the Legislature’s
‘consideration of changes in or additions to existing provisions of
law required for the more effective administration and enforcement
of the law.”” Inline with these expanded reporting responsibilities,
revisions have also mandated that the S.C.I. 1) submit fo-the
Governor .and Legislature “within 60 days of holding a public
hearing” and recommendations which result from such a hearing,
and 2) if a recommendation concerns pending legislation to ad-
vise the sponsor and appropriate commitiee chairman prior to
issuing the recommendation.

Pusric HEARINGS, REPORTS

A brief listing of the S.C.1.’s 66 public actions illustrates the

wide-ranging variety of allegations and complaints that, by formal
anthorization of the Commission, were subjected to its traditional
process of probes, hearings and public reports. In the organized
erime field, the Commission’s continuing confrontation of high-
ranking mob figures was highlighted by publie hearings and reports
on organized crime influence in TLong Branch and Monmouth
County (1970), criminal activities in Ocean County (1972), narco-
ties trafficking (1973), infiltration of legitimate businesses in
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Atlantic City (1977), incursions into the dental health care
industry (1980-81) and into labor relations profiteering at housing
projects (1981-82). In addition, investigations in other law
‘enforcement. areas that were subjected to both public hearings
and reports ineluded: state cleaning services abuses and state
building service contractual irregularities (1970), Hudson County
Mosquito Commission corruption (1970), Jersey City waterfront
land frauds (1971), workers compensation misconduet (1973),
misuse of surplus federal property (1973), pseudo-charity solicita-
tions (1974), Lindenwold borough corruption (1974:) medicaid-
clinical labs (1975), Middlesex land deals (1976), prison furlough
-abuses (1976), medicaid nursing home schemes (1976-77), improper
conduct - by private schools for handicapped children (1978),

‘boarding home abuses (1978), absentee ballot law transgressions
~(1978), mishandling of public insurance programs (1979), and
‘misconduet by certain eounty and local sewerage authorities (1982).
Further, although no public hearings ensued, eritical public reports
and corrective recommendations followed the Commission’s investi-
gations of the garbage industry (1970), an Atlantic County
embezzlement (1971}, Stockion College land deals (1972),. the
Attorney General’s office (1973), Middlesex bank fraud (1973),
conflicts of interest on the Delaware River Port Authority (1974),

medicaid nursing home cost reimbursements (1975), medicaid
“mills”. (1976), casino control law problems (1977), medicaid
hospital problems (1977), wrongful tax deductions from public
employees’ injury leave wages (1979), mishandled sudden deaths
(1979), truck unloading complaints (1980), ma,pproprla,ter HFA
conduct (1981 and 1982), and industrial commission law reforms
-(1982)

CI11ZENS ASSISTANCE

As in past years, hardly a week passed in 1982 that the Com-
mission did not receive requests for investigative action, assistance
or advice from citizens of New Jersey. Commission records include
more than 80 such contacts by citizens, mostly for the purpose of
Ailing complaints about law enforcement and other problems affect-
ing them or their communities. The Commission staff’s discussions
-and reviews of these ecitizen complamts required almost an hour
per contact -
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- APPENDIX

S.C.L. STATUTE

New J ersey Statutes Annotated 52:9M-1, Bt Seq.
_ 1., 1968, C. 266, as amended by 1. 1969, C. 867,
L. 1970, C. 263, 1. 1973, C. 238, and L. 1979, C. 254

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

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. Tach member
shall serve for a term of 3 years and until the appointment and
gualification of his suceessor. The CGovernor shall designate one
of the members to serve as Chairman of the Commission.

. The members of the Commission appointed by the President of
_the Senate and the Speaker of the General Assembly and at least
one of the members appointed by the Governor shall be attorneys
admitted to the bar-of this State. No member or employee of the
Commission shall hold any other publie office or public employ-
ment. Not more than two of the members shall belong to the same
politieal party. ' - o . o

Each 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. Tach

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 ir the same manner as original appointments. Vacancies 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 peried, the vacaney shall
be filled by the Chief Justice of the Supreme Court within 60 days.
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A. vacancy in the Commission shall not impair the right of the
remaining members to exercise all the powers of the Conmission.

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

~Notwithstanding the provisions of section 1 of this act (C.
52:9M-1) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term for which they were
originally appointed, the terms of the members appointed after
December-1, 1978 shall be as follows: the first member appointed
by the Governor, 36 months; the second member appointed. by the:
Governor, 18 months; the member appointed by the President of.
the Senate, 30 months ; the member appointed by the Speaker of the
Gteneral Assembly, 24 months. Thereafter, the terms of the mem-
bers shall be as provided in P.L. 1968, C. 266, 8.1 (C. 52 OM-1).

62:9M-2. Duties and powers. The Commission shall have the duty
and power to conduct investigations in connection with: '

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

b. The conduet of public oﬂ&'cers.aﬁd publie employees, and of
officers and employees of public corporations and authorities; -

e. Any mafter concerniﬁg' the public peace, public safety and
publie justice. : : R

52:9M-3. Additional duties. At the direction of the Governot or
by coneurrent resolution of the Legislature the Commission shall
conduct'i_nVestigations and otherwise assist in con_nectiori with:

a. The removal of public ofﬁcea;s"by' the Governor;

* b. The making of recommendations by the Governor to any other

person or body, with respect to the removal of public officers;

¢ The making of recommendations by the Governor to the Legis-

lature with respect to changes in or additions to existing pro-

visions of law required for the more . effective enforcement of
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- d. The Legislature’s consideration of changes in or additions to
existing provisions of law required for the more effective adminis-
tration and enforcement of the law.

52:9M-4. Investigation of management or affairs of state depari-
ment or agency. At the direction or request of the Legislature by
concurrent resolution or of the Glovernor or of the head of any
department, board, burean, commission, authority or other agency
“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, bureau, commission, anthority 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, board, bureau, commission, authority
or other agency created by the State, or to which the State is a
party, exceed the Commission’s eapacity to perform such investi-
gations, they may, by resolution, ask the Governor or the Attorney
General or the Legislature in the case of a Legislative request, to
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 notice to the
appropriate standing committee of each House., o

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 publie hearing. o -

Prior to making any recommendations concerning a bill or i'eso_-
lution pending in either House of the Legislature, the Commission

~ 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. : : . :
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52:9M-6. Cooperation with Federal Government. The Commis-
sion shall cooperate with departments and officers of the United
States Government in the investigation of violations of the Federal
Laws within this State.

52:9M-7. Examination into law enforcement affecting other
states. The Commission shall examine into matters relating to law
enforcement extending across the boundaries of the State into
other states; and may consult and exchange information with
officers and agencies of other stafes with respeet to law enforce-
ment problems of mutual coneern to this and other states.

52:9M-8. Reference of evidence to other officials. Whenever the
Commission or any employee of the Commission obtains any infor-
mation or evidence of a reasonable possibility of eriminal wrong-
doing, or it shall appear to the Commission that there is cause for
the prosecution for a crime, or for the removal of a public officer
for misconduct, the information or evidence of such erime or mis-
conduct shall be called to the attention of the Attorney General
as soon as practicable by the Commission, unless the Commission
shall, by majority vote, determine that special circumstances exist
which require the delay in transmittal of the information or evi-
dence. However, if the Commission or any employee of the Com- -
mission obtains any information or evidence indicating a reason-
able possibility of an unauthorized disclosure of information or a -
violation of any provision of this act, such information or evidenee
shall be immediately brought by the Commission to the attention
of the Attorney General. o

52:9M-9. Egecutive director; coumsel; employees. The Commis-
sion shall be authorized to appoint and employ and at pleasure re-
move an FExecutive Director, Counsel, Investigators, Accountants,
and such other persons as it may deem necessary, without regard
to Civil Service; and to determine their duties and fix their salaries
or compensation within the amounts appropriated 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 annmal report to the Governor and
Legislature which shall inelude its . recommendations. The Com-
mission shall make such further interim reports to the Governor
and Legislature, or either thereof, as it shall deem advisable, or
as shall be required by the Governor or by eoncurrent resolution
of the Legislature.
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. 52:9M-11; Information fo public. By such means and to such
extent as it shall deem appropriate, the Commission shall keep the

- public informed as to the operations of organized erime, problems

- of eriminal law enforcement in the State and other act1v1t1es of the
Comrmssmn : ‘

52:9M-12. Additional powers; warrant for arrest; contempt of
court. With respect to the performance of its functmns, duties and
powers and subject to the limitation contained in paragraph d.
of this section, the Commission shall be authorized as follows:

a. To conduet any investigation authorized by this act at any
place within the State; and to maintain offices, hold meetings and
funetion at any place within the State as it may deem necessary;

b. To conduct private and public 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 ma;;omty vote, and no public hearing shall be held by the Com-
mission until after the Attorney General and the appropriate
connty prosecutor or prosecutors shall have been given at least
7 days written notice of the Commission’s intention to hold such a
public hearing and afforded an opportunity to be heard in respect
to any ()bJectlons they or either of them may ha.ve to the Com-
IIllSSlOIl $ holding such a hearing;

e, To administer oaths or afﬁrma,tmns, subpoena witnesses, com-
pel their attendance, examine them under oath or affirmation, and
require the production of any books, records, docoments or other
evidence it may deem relevant or material to an investigation; and
the Commission may designate any of its members or any member
of its staff to exercise any such powers;. :

d. Unless otherwise instructed by a Tesolution adopted by a
ma;;onty of the members of the Comlmssmn, every witness attend.

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
its members are present at smch hearing, except that the Commis-
sion shall have the power to conduct private hearings, on an investi-
gation previously undertaken by a majority of the members of the
Commission, with one Commissioner presen When so designated
by resolution; : oo - :
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e. Witnesses smmmoned to appear before the Commission shall
‘be entitled to receive the same fees and mileage as persons sum-
moned to testify in the courts of the State.

If any person subpoenaed pursuant to this section shall neglect
or refuse to obey the command of the subpoena, any judge of the
Superior Court or of a county eourt or any Municipal Magistrate
may, on proof by affidavit of service of the subpoena, payment. or
tender of the fees required and of refusal or negleet 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 anthorized to proceed agamst such person as for a contempt
of court.

No person may be required to appear at a hearmg or to teshfy
at 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.
1968, C. 266 as amended and supplemented, and a general state-
ment of the subject of the mvestlgatlon A eopy of the resolution,
statute, order or other provision of law anthorizing the investiga-
tion shall be furnished by the Commission upon request therefor
by the person summoned.

A witness summoned to a hearing shall have the right to be
accompanied by counsel, who shall be permitted to advise the wit-
ness of his rights, subject to reasonable limitations to prevent
obstruction of or interference with the orderly conduct of the
hearing. Counsel for any witness who testifies at a public hearing
may submit proposed 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 questlons as 1t may
deem appropriate to its inquiry.

A complete and accurate record shall be kept of each public
hearing and a witness shall be entitled to receive a copy of his
testimony at such hearing at his own expense. Where testimony
which a witness has given at a private hearing becomes relevant in
a criminal proceeding in which the witness is a defendant, or in any
subsequent hearing in which the witness is summoned to testify,
the witness shall be entitled to a copy of sueh testimony, at his own
expense, provided the same is available, and provided further that
the furnishing of such copy WIH not prejudice the public safety or
security. -

A witness who testifies at any hearing shall have the mght at
the coneclusion of his examination to file a brief sworn sta,tement
relevant to his test:mony for mcorpora,tlon in the record.
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The Commission shall notify any person whose name the Com-
mission believes will be mentioned at a-public heating. Any person
whose name is mentioned or will be meritioned or who is specifically
identified and who believes that testimony or other evidence given
at a public hearing or comment made by any member of the Com-
mission or its counsel at such a hearing tends to defame him or
otherwise adversely affect his reputation shall have the right,
either in private or in public or both at a reasonably 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, to file a statement of facts under oath relating solely to
matters relevant to the testimony or other evidence complained
of, which statement shall be incorporated in the record.

Nothing in this section shall be construed to prevent the Com-
misgion 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 privileges 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 prescribed or defined by law.

52:9M-14. Request and receipt of assistance. The Commission
may request and shall receive from every department, division,
board, burean, commission, authority or other ageney created by
the State, or to which the State is a party, or of any political sub-
division thereof, cooperation and assistance in the performance of
its duties. . SR | |

leged. a. Any person condueting or participating in any examina-
tion or investigation who shall disclose or any person who, eoming
into possession of or knowledge of the substance of any examina-
tion or investigation, shall disclose, or any person who shall cause,
encourage or induce a person, including any witness or informant,
to disclose, other than as authorized or required by law, to any
person other than the Commission or an officer having the power to
appoint one or more of the Cormissioners the name of any witness
examined, or any information obtained or given upon such examina-
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- tion or investigation, except as directed by the Governor or Com-
mission, or any person other than a member or employee of the
Commission or any person entitled to assert a legal privilege who,
coming into possession of or knowledge of the substance of any
- pending examination or investigation who fails to advise the
Attorney General and the Commission of such possession or
knowledge and to deliver to the Attorney General and the Clom-
mission any documents or materials containing such information,
shall be guilty of a misdemeanor until September 1, 1979 when.
such person shall be guilty of a erime 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, '

b. Any statement made by a member of the Commission or an
employee thereof relevant to any proceeding before or investiga-
tive activities of the Commission shall be absolutely privileged and
such privilege shall be a eomplete defense to any action for libel

- or slander, o '

¢. Nothing contained in this section shall in any way prevent the
Commission from furnishing information or making reports, as
required by this aet, or from furnishing information to the Legisla-
ture, or to a standing reference committee thereof, pursuant to a
resolution duly adopted by a standing reference committee or pur-
suant to a duly authorized subpoena or subpoena duces tecum,
provided, however, that nothing herein shall be deemed to preclude
the Commission from seeking from a court of competent jurisdie-
tion a protective order to avoid compliance with such subpoena or
duces tecum. - B -

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

52:9M-17. Immunity; order; notice ; effect of immumity. a. If, in
the course of any investigation or hearing condueted by the Com-
mission pursuant to this act, a person refuses to answer a question
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or questions or produces evidence of any kind on the ground that
he will be exposed to eriminal prosecution or penalty or to a
forfeiture of his estate thereby, the Commission may order the
person to answer the question or questions or produce the te-
quested evidence and confer immunity as in this seetion provided.
No order to answer or produce evidence with immunity shall be
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
immunity. : :

" b. If upon issuanee of such an order, the person complies there-
~ with, he shall be immune from having such responsgive answer
given by him or such responsive evidence produced by him, or
evidence derived therefrom used to expose him to eriminal proseeu-
tion or penalty or to a forfeiture of his estate, exeept that such
person may nevertheless be prosecuted for any perjury commitied
in such answer or in producing suech evidence be prosecuted for

. willful refusal to give an answer or produce evidence in accordance

with an order of the Commission pursuant to Section 13, or held
in contempt for failing to give an answer or produce evidence in
accordance with the order of the Commission pursuant to Section
11; and any such answer given or evidence produced shall be
admissible against him upon any criminal investigation, proceed-
‘ing or trial against him for such perjury, or upon any investiza-
tion, proceeding or trial against him for sueh contempt or willful
refusal to give an answer or produce evidence in accordance with
.an order of the Commigsion. '

c. If the Clommission proceeds against any witness for contempt
of court for refusal to answer, subsequent to a grant of immunity,
said witness may be incarcerated at the deseretion of the Superior
Court; provided, however, that (1) no incarceration for Civil

Contempt shall exceed a period of 5 years of acthal inearceration
exclusive of releases for whatever reason; (2) the Commission
may seek the release of a witness for good cause on appropriate
motion to the Superior Court; and (3) nothing contained herein
shall be deemed to limit any of the vested constitutional rights of
any witness before the Commission. ' '

. Any person who shall willfully refuse to answer a questi'on or
questions or produce evidence after being ordered to do so hy the
State Commission of Tnvestigation in aecordance with the act to
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which this act is a supplement P. L. 1968, C. 266 (C. 52:9M-1 et seq.)
is guilty of a high misdemeanor until September 1, 1979, when such
person shall be guilty of a erime of the second degree. Notwith-
standing any other provision of law, no person imprisoned pursu-
.ant to this section shall be eligible for parole or reconsideration
of sentence upon a showing that after imposition of the sentence
he testified or furnished the required evidence at a time when the
Commission’s needs were substantially met. Action against such
person shall ensue upon a complaint signed by the chairman upon
resolution of the Commission. Such complaint shall be referred for
prosecution to the Attorney General.: T

The trial of a defendant for an indictment made pursuant 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 festify is set aside on appeal or if, within
30 days after the order to testify is sustained on appeal, the
defendant notifies the Commission that he will conmply with the
order and does so promptly upon being afforded an opportunity to
do so. ' _

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
seetion, . -

52:9M-18. Severability; effect of partial mvalidity. If any see-
tion, clause or portion of this act [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 activities.
Commencing in 1982 and every 4 years thereafter, at the first
annual session of a 2-year 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 whethier or not P. L.
1968, C, 266 (C. 52:9M-1 ef 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 to
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 Governor, no more than two of whom shall
be of the same political party.

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