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INTRODUCTION

Why the SCI

The State Commission of Investigation was created by law in 1968 to fulfill a unique misson of
vita importance to the citizens of New Jersey: to attack organized crime and politica corruption; to root
out waste, fraud and abuse of taxpayers dollars; to shed light on matters that subvert public justice and
public safety; and to recommend appropriate reforms and improvementsin laws and in the operations of
government. The Commission was given an extraordinary mandate to pursue thisdl within aframework

untainted by politicd intruson or favoritiam.

Thirty-three years later, this investigatory and fact-finding misson, as wel as the need for an

independent entity to carry it out, remains no less vitd.

Singular Achievements

During 2000, the Commission bolstered its record of exemplary public service with wide-
ranging investigations that shed light on crime and corruption, waste of taxpayers money and other
abuses of the public trust. In each ingtance, the atizens of New Jersey were derted to a range of

systemic problems and the need for comprehensive reforms:

- COMPUTER CRIME

In an unprecedented project conducted jointly with the Office of the Attorney Generd,
the Commission examined the threat posed by computer-related crimes in New Jersey. The

two agencies mobilized combined resourcesin recognition of the fact that the “dark sde” of high



technology, ranging from computer hacking and fraud to identity theft, child pornography and
bias crime, has grown to such an extent that a unified gpproach by law enforcement is required
to meet the chdlenge. A report of this investigation, which included three days of public
hearings in February 1999, was issued in June 2000.

Recommendations contained within this comprehensive joint report formed the basis for
proposed legidation that would strengthen New Jersey’s computer and technology crime laws.
Additiondly, the report provided parents, teachers, law enforcement authorities and government
officids dike with an easly accessible compendium of ways to detect and curb computer crime

and related abuses.

- WASTE AND ABUSE IN PUBLIC SCHOOL ROOFING
PROJECTS

A daewide invedigaion of public school roof congruction projects reveded
widespread waste and abuse, including conflicts of interest, subverson of public contracting,
improper labor practices and inadequate overdght that place the safety of school children in
jeopardy and cost New Jersey taxpayers needless millions of dollars each year. The
Commisson ared its preiminary findings during a two-day public hearing in December 1999.
A find report, incorporating sworn testimony and other investigative materids, was issued in
September 2000.

The findings of this investigation, which coincided with the enactment of a $12 hillion
gtatewide school congtruction and renovation program, provided a framework for investigative

follow-up by the new Office of the Ingpector Generd and served as a valuable “road map” for



taxpayers and local boards of education on how to recognize and avoid future abuses.

A Broader Mission

The true measure of the Commisson’s performance far exceeds the findings and results of
investigations completed during the past year. Beyond the public activities detailed in this annua report,
the Commission and its gaff currently are engaged a various stages in a range of dgnificant
investigations related to al dements of the Commisson’'s satutory purview, including organized crime,
officia corruption, and waste and abuse of government funds. In that regard, approximately 150
Commission subpoenas were served during 2000 seeking access to scores of individuals, thousands of
documents and a range of other exhibits relevant to those active investigations. Also, as in years pas,
barely a week went by that the Commission did not recelve requedts for investigetive action, assistance
or advice from citizens of New Jersey. Commission records include more than 100 such citizen

contacts viamail and telephone requiring evauation and response.

Also during the past year, the Commission provided staff advice and assistance to federd, Sate
and locd law enforcement agencies. One notable example involved the findings of the Commisson’s
schoal roofing investigation, which were furnished to arange of state and federa agencies, including the
Office of the United States Attorney, the Federal Bureau of Investigation, the United States Internd
Revenue Sarvice, the New Jersey Divison of Crimind Justice, the New Jersey Office of the Inspector
Generd and the New Jersey Department of Labor. In this regard, the Commission aso provided
information and assstance to the New Jersey Departments of Education and Community Affairs.

Additiondly, Commission gstaff participated in a series of seminars to help loca school board members



and business adminigtrators ded with the types of abuses detected during the investigation and to
provide them with ingght into ways of enhancing competition in the award of congtruction contracts.
Beyond New Jersey, the roofing investigation triggered numerous inquiries and requests for assstance
from oversght entities in other states, including the Delaware State Auditor of Accounts and the Office

of the Ingpector General — New Y ork City School Construction Authority.

On the legidative front, in addition to a series of measures semming from the computer crime
investigation, legidation was introduced in the Assembly last year to combat abuses uncovered by the
Commission in its 1997 investigation of contract labor practices. The probe found that millions of
dollars are sphoned from state and federd tax revenues each year by unscrupulous entities that employ

undocumented diens and fail to fulfill avariety of payroll tax obligations.

In sum, 2000 was a productive year for the Commisson in its service to the citizens of New
Jarsey. Above dl, given the fact that savings generated by efficiencies, reforms and improvements
resulting from the Commisson’s work far outweigh its overdl operating codts, this agency once again
has proven itsdf to be an effective public investmen.

The Commisson’s public documents, including the full text of reports of investigations, are

available dectronicdly viacomputer a http://www.state.n].us/sci/



HISTORY

The Commisson was edablished in 1968 after extensve research and public hearings by the
Joint Legidative Committee to Study Crime and the System of Crimind Jugtice in New Jersey (the
“Forsythe Committeg’). That panel was directed by the Legidature to find ways to correct a serious
and intengfying problem involving organized crime and political corruption.  The committeg's find
report, which confirmed a crime-control criss in those aress, attributed the expanding activities of
organized crime to “fallure . . . in the system itsdf, officia corruption, or both.” As a result, sweeping

recommendations for improving various aress of the crimina justice system were proposed.

Two of the most sgnificant recommendetions were for the creation of anew crimina justice unit
within the Executive Branch, and the establishment of an independent Commission of Investigetion. The
Forsythe Committee envisioned the proposed crimind justice unit and the Commission of Investigation
as complementary agencies in the fight againg crime and corruption. The crimina justice unit wasto be
alarge organization with extensive personnel, empowered to coordinate, conduct and supervise crimina
investigations and prosecutions throughout the stete. The Commission of Investigation was to be a
relaively small but expert body that would conduct fact-finding investigations, bring the facts to the
public’'s attention, refer its findings to appropriate law enforcement agencies for possible prosecution
and make recommendations to the Governor and the Legidature for improvements in laws and in the

operations of government.

As the Forsythe Committee stated in the fina report of its comprehensive study, this would not



be “a‘crime commisson’ aone. There are many occasons,” the pand concluded, “when hard-hitting,
expert fact-finding is needed without involving the crimina process or implying crimind violaions are
under investigation. . . .This Commisson will provide a Sgnificant, independent ‘watchdog' for the entire

sysem....”

As aresault of the Forsythe Committee's recommendations, the Divison of Criminad Jugtice in
the Department of Law and Public Safety and the State Commission of Investigation, structured as an
independent agency of the Legidature, were created. New laws were designed — effectively so, as
history has shown — to prevent conflict and duplication between the Commisson’s operations and

those of prosecutoria authorities.

The Commission was given the respongbility to maintain a congtant vigil againg the intrusion of
organized crime into society, to expose systemic wrongdoing or governmentd laxity via fact-finding
investigations, and to recommend new laws and other remedies to protect the integrity of the
governmental process. The Divison of Crimina Justice and other prosecutorial agencies were given the
responsibility to seek indictments or file other charges of violations of law and to bring the violators to

justice, where appropriate.

Legidation cregting the SCI in 1968 established an initid term beginning January 1, 1969, and
ending December 31, 1974. The Legidature extended the term of the SCI for five-year periods on four
subsequent occasions. in 1973 for a term expiring December 31, 1979; in 1979 for a term expiring

December 31, 1984; in 1984 for a term expiring December 31, 1989; and in 1989 for aterm expiring



December 31, 1994. On Dec. 28, 1994, legidation took effect extending the Commission’s term for a
period of 18 months, through June 30, 1996, pending the outcome of a review by a specid committee
gppointed by the Governor, the President of the Senate and the Speaker of the General Assembly. On
February 7, 1996, the review committee recommended that the Commission’s operating authority be
extended for Sx years, until July 1, 2002. Legidation incorporating this centra recommendation was

enacted into law with the Governor’ s sSignature on June 28, 1996.

The unique and complementary role of the Commission has been noted repeatedly in three
separate and comprehensive reviews that have been conducted of the SCI’s operations — in 1975,
1983 and 1995. In each ingtance, the reviewing pand found that the SCI performs a vauable function
and strongly concluded that there is a continuing need for the Commisson’s work. The most recent
review report summarized this view, dating, “. . .[I]t is crucid to New Jersey that its citizens have
confidence that government on dl levels is operating appropriatey and efficiently. The SCI is uniquely
positioned to expose corruption and mismanagement to New Jersey resdents and to make

recommendations aimed at improving New Jersey’ s system of government.”



OPERATIONS

To diminate even the gppearance of palitica influence in the Commission’s operations, no more
than two of the four Commissoners may be of the same political party, and they derive from three
separate appointing authorities. Two Commissioners are gppointed by the Governor and one each by
the President of the Senate and the Speaker of the Assembly. It thus may be said the Commission by
law is bipatisan and, by concern and action, is nonpartisan. This centra construct makes the
Commission unique among dl other agencies of government, endowing it with the integrity and the
independence necessary to perform its job in a credible fashion, especialy where politicaly-charged or

otherwise sengtive investigations are concerned.

The Commission specificdly is invested with the duty and power to conduct investigations in
connection with:
(&) The faithful execution and effective enforcement of laws of the state, with
particular reference but not limited to organized crime and racketeering;
(b) The conduct of public officers and public employees, and of officers and
employees of public corporations and authorities;
(c) Any matter concerning the public peace, public safety and public justice.
The enabling Satute provides further that the Commission shdl, by direction of the Governor or
by concurrent resolution of the Legidature, conduct investigations and otherwise assst in connection
with te removd of public officers and in the making of recommendations to the Governor and the

Legidature with respect to changes in existing law required for more effective enforcement.  The

Commisson dso is empowered to investigate the management or affairs of any department, board,



bureau, commission, authority or other agency created by the state, or to which the sate is a party.

The gatute assigns to the Commission a wide range of responshilities and powers. 1t may
conduct public and private hearings, compe testimony and the production of other evidence by
subpoena and has authority to grant limited immunity from prosecution to witnesses.  Since the
Commisson does not have prosecutorid functions, it is required to refer information of possble

crimindity immediately to the Attorney Generd.

One of the Commisson’s primary Satutory responshilities, when it uncovers irregularities,
improprieties, misconduct or corruption, is to bring the facts to the atention of the public with the
objective of promoting remedies and reforms. The format for public action by the Commission is based
on the complexity of the subject and the clarity, accuracy and thoroughness with which the facts can be
presented. The Commission has proceeded by way of public hearings, the issuance of public reports,

or both.

Witnesses appearing before the Commission in public and private hearings are protected by the
New Jersey Code of Fair Procedure, the requirements of which were incorporated in the Commission’s
enabling law in 1979. Conditutionaly required due process is afforded under the provisons of that
code, and the courts have upheld the integrity and farness of the Commisson's invedigdtive
procedures. For example, al witnesses have the right to be represented by counsal when gppearing
before the Commisson a public or private hearings.  Additiondly, any individud criticized in a

proposed Commission report is, by law, given an opportunity to review relevant portions of the report.



The individud may then submit a written response which shal be included in the find report. As a
practica matter, the Commission adways has been careful to evauate investigetive data in private in

keeping with its obligation to avoid unnecessary stigma and embarrassment to individuas.

Indictments and convictions which may result from referd of crimind matters by the
Commission to other agencies are not the only test of the efficacy of its public actions. At least as
important is the deterrent effect deriving from the Commission’s very existence, as well as the corrective
gatutory and regulatory reforms spurred by arousing public and legidative interest. A prime example
involved the enactment of legidation in the wake of a Commission investigation of a massve, organized
crime-ingpired scheme to evade taxes on motor fuels. According to the state Division of Taxation, that
dautory change done has endbled the dstate to recover an estimated $22 million annudly in tax
revenues. Additiondly, the Commisson’s December 1998 report on public pension and benefits
abuses presented a veritable catalogue of needless waste and outlined a range of proposed reforms that
would save taxpayers additional millions. Further, the Commission’s September 2000 report on waste
and abuse in public schoal roofing provided the state and its locdlities with invalugble ingghts into the
subverson of multi-million-dollar public construction projects by unscrupulous contractors. Indeed, the
report of that investigation should serve as a precautionary “road map” as New Jersey embarks on a

meassive public-school congtruction and renovation program.

The Commission takes particular pride in these and in the numerous other investigations and

reports which have amilarly resulted in taxpayer savings and in improved laws and governmentd

operations throughout its existence.
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INVESTIGATIONS AND REPORTS — 2000

Regulatory, Ethics and Law Enforcement Oversight:

Computer Crime

In conjunction with the Office of the Attorney Generd, the Commisson undertook an
unprecedented effort to evauate the threat posed by computer-related crime in New Jersey.
Following a three-day public hearing in February 1999 and subsequent additiond investigative
work, the Commisson and the Attorney Generd issued a find joint report in June 2000.

Primary areas of inquiry included:

Threatsto Children

While the Internet has proved to be an invauable educational and research tool, it dso
has evolved into a means for the abuse and exploitation of children. Law enforcement and
private-sector experts who testified before the Commisson cited repeated instances in which
individuals who produce, purchase, trade and sdll child pornography have found in the World
Wide Web a convenient and camouflaged mechanism for plying their trade. They described the
methods by which child molesters stdk their victims over the Internet.  Further, they pointed out
that a wide range of drictly adult items, including tobacco products and acoholic beverages, are

marketed to children in this fashion.
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Criminal Enterprises

The Internet threstens to become an effective tool for crimind groups drawn to it for the
promotion and conduct of a multitude of illicdt enterprises incduding illegd gambling,
prodtitution, narcotics trafficking and money laundering. Expet tetimony and other
invedigative materids edablished tha dements of organized crime have begun to employ
computer-related technology, including digitd encryption methods, in order to cloak ther
activities and evade detection by law enforcement.

At another level, experts tedified that the Internet can be used as a centrdized
communications and recruitment apparatus for groups and individuds bent on inciting and

carrying out hate and bias crimes.

Fraud

The invedtigation demondrated how easly the Internet can be employed to expedite a
wide range of consumer and invesment frauds including bogus hedth-care plans, fake credit
repar operations, business opportunity scams and financid “pyramid’” schemes. Computer
technology dso is used by telecommunications thieves who undertake eaborate schemes to

defraud telephone customers.

Unauthorized Access/Espionage

Lawv enforcement and private sector security experts described the vulnerability of
computer networks to the phenomenon known as hacking, the cyberspace verson of bresking
and entering, which can serioudy disrupt an entire computer system and its data.  Hacking aso

can be employed as a means for committing dectronic embezzlement and can put a risk the
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integrity of millions of confidentid records, including personnd  files medicd and legd
documents, proprietary financid information and private credit histories. Expert hackers utilize
a vaiety of techniques to steal passwords so that they and/or their customers can acquire the
means to prowl undetected through any computer network of their choosing. Experts told the
Commisson that disgruntled present and former employees of government and private indusiry
can use indder information to access thar employers computer systems in a myriad of harmful

ways.

| dentity Theft/Invasion of Privacy

The proliferation of integrated computer connections worldwide threatens the privacy and
security of average citizens as never before. In one demondration, for example, it was shown
that equipped smply with a person’'s name and home date, an “identity thief” can use directory
assgance, commercidly avalable CD-ROMSs, proprietary data bases and the Internet to capture

afull range of confidentia information about that person within amatter of hours.

Recommendations

1. Strengthen Computer Crime Laws
New Jersey’s computer crime law was enacted in 1984 and should be revised to ded
with computer-related crime in a succinct but comprehensve datutory scheme.

Amendments should recognize technologica changes, induding the establishment of
the Internet, occurring over the last 16 years and into the future.

15



2. Boost Law Enfor cement Resour ces

Traning for the Computer Andyds and Technology Unit in the Divison of
Crimind Judgtice and for the High Technology Crime and Investigations Support
Unit in the Divison of State Police should be enhanced and maintained at levels
that ensure these units keep pace with technological developments.

Invedtigators and attorneys who enforce civil laws againg illicit online conduct
should receve comprehensve traning in order to reman current  with
technologicd developments and invedtigative and litigation techniques related to
computer evidence. Ongoing training of employees in the Divison of Consumer
Affars Divison of Law and Divison of Civil Rights should remain a priority.

The Depatment of Personnd, coordinating closdy with the Statewide Computer
Crime Task Force, should explore ways to compensate key computer crime
enforcement personne to adlow the State to be competitive with private industry.

Each county prosecutor's office should be encouraged to consder establishing a
gpecidized unit dedicated to computer-related crime or forensics, such as the
High Tech Crimes Unit in the Union County Prosecutor’s Office. At a minimum,
every prosecutor’s office and police department should send primary and back-up
personne to computer crime and forensics training.

Computer crime and forensics curricula should be developed for a complete
“tran-the-trainers’ program for investigators, police officers, deputy attorneys
genera and assigtant prosecutors who investigate and prosecute computer-related
crime.

The Statewide Computer Crime Task Force should continue to help coordinate
computer crime-control  activity among federd, date, county and municipa
participants. Law enforcement agencies should encourage their computer crime-
control staff to become members of the High-Tech Crime Network, the Northeast
Chepter of the High Technology Crime Invesiigation Association or comparable

organizations.
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3. Increase Prevention and Education

Adults need to develop “dstrest smarts’ about the information superhighway to
protect themsaves and their children from computer criminas.  All school didrict
and community college adult and extenson educetion programs should offer

instruction on computer crime recognition and prevention.

All public libraries should have a least one Internet access termind that uses
Software to screen out offensve materid and prevent children from  providing

persond information over the Internet.

All public schools should determine if there is a need to indal monitoring or
tracking software on ther Internet-connected computers and periodicaly review
student use to detect behavior that warrants counsdling.

All public school teschers whose courses involve sudent use of the Internet
should receive training in the indruction of Internet safety and the application of
critica thinking skills to online information.

Every school digtrict should adopt and fully implement acceptable use policies for
filtered and unfiltered stations on their computer networks.

The State Department of Education should takes steps to ensure that al public
school digricts fully implement provisons of the High Technology Crimes and
Interactive Computer Services Protection Act.

Congdderation should be given to providing additiond resources to the
Commisson on Holocaust Education so that it can study the extent of fase and
mideading information about the Holocaust on the Internet.

Internet service providers should be encouraged to prepare carefully, and enforce
drictly, terms-of-service agreements with their customers in order to bar materia
containing expressons of hate, indulging in child pornography or exploitation,
touting get-rich-quick schemes, or encouraging other patently offensve activity.

17



4. Provide Accessto Electronic Records of Internet Use

Internet service providers should be required to maintain their customers online
sesson records so that law enforcement authorities can make properly authorized
inquiries concerning online crimind activity or wrongdoing.

State law should be reviewed to determine if a new datute is needed in order to
provide the Attorney Generd additiond authority to issue adminidrative

subpoenas for computer records.

New Jersey should enact laws requiring corporaions doing business in this dtate
to comply, within five days of service, with compulsory process from proper
authorities in this or other states seeking information and/or records of dectronic
communication services or remote computing services located outsde New
Jarsey. Alternatively, New Jersey should encourage a new interstate compact that
would help ensure enforcement of out-of-state subpoenas and warrants stemming

from Internet investigations.

5. Ensure On-Line Privacy

By formd resolution, and in cooperation with the Stat€'s Executive branch, the
New Jersey legidaiure should cal upon the federal government to enact and
implement a wide range of measures to enhance privacy in cyberspace. These
should include a law prohibiting the collection or storage of informetion regarding
subscribers or customers by web dtes, online vendors and interactive computer
services without proper protection of privacy interests.

New Jersey should enact a law prohibiting public, charter and private schools
from disclosng persond information about sudents on their Web gStes without
fird recelving parentd consent to the extent adlowed under the Family Education
Rights and Privacy Act.

6. Restrain On-Line Sales

Congderation should be given to the adoption of legidation to authorize the New
Jasey State Board of Pharmacy in the Divison of Consumer Affairs to license

18



out-of-gtate pharmacies doing business with New jersey resdents over the
Internet.

A new federd law should be enacted permitting date attorneys general to seek
injunctive relief in federa court agang those violaing dSae laws regulaing
Internet sdes of intoxicating liquor and tobacco.

Federd legidation should be adopted prohibiting the sde of guns, ammunition or

explogives over the Internet.

7. Establish and Publicize Hot lines and Complaint Processes

The Statewide Computer Crime Task Force should set up a 24-hour toll-free
telephone hotline service to receive complaints of computer-related crime.

The Depatment of Law and Public Safety’s Web dSte for safe computing
guiddines should incude dectronic forms for filing complaints of computer-
related wrongdoing with enforcement agencies.

8. Maintain Prohibition on Internet Gambling

As an unauthorized form of wagering, Internet gambling is illegd in New Jersey,
and the prohibition againgt it should be maintained.

New Jersey should not encourage additiond legdized gambling and should
continue to support federa enactment of the proposed Internet Gambling
Prohibition Act.

In the event that no federd Satute is enacted to prohibit Internet gambling, and
date attempts a prohibition prove to be ineffective or contrary to New Jersey’s
interests, the regulation of Internet gambling should be reconsidered
expeditioudy.
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Waste, Fraud and Abuse:

Public School Roofing Projects

The Commisson launched an invedtigation of public school roofing projects in 1998
based upon confidentid complaints and preliminary evidence suggesting widespread waste and
abuse. The probe was comprehensive in nature and Satewide in scope, involving a review of
115 separate projects in 39 school digtricts across 13 of New Jersey’s 21 counties.  Projects
examined by the Commisson involved a totd taxpayer invesment of nealy $40 million.
Preliminary findings were ared during a two-day public hearing in December 1999. A find
report with recommendations for reforms was issued in September 2000.

The Commisson’s findings reveded a sysemdic breach of the public trust. Evidence of
waste and abuse totaling between $6 million and $10 million was uncovered in more than haf of
the didricts where roofing projects were examined. Congruction budgets were sguandered
through unnecessarily coglly roof repairs and replacements at the hands of consultants and
manufacturers  sades representatives who contrived to line their own pockets a taxpayer
expense. Processes governing public bidding and contracting were subverted by those bent upon
putting persona gain ahead of the public interest. Moreover, these abuses were sustained by the
action, and inaction, of high-leve school didrict officds — in some indances, even after they
had been derted to potentia problems.

Based upon the results of its investigation, the Commission concluded that these types of

wadte and abuse are widespread and continuing, that substantid sums of taxpayer money remain
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in jeopardy across New Jarsey and the entire sysem of public school repair, renovation and

condruction remains vulnerable to manipulation and subversion.

Key Findings

Conflicts of Interest and Professional Misrepresentation

School didricts across New Jersey have paid millions more than they should have for
roof repairs and replacements, in pat because projects were riddled from dart to finish with
conflicts of interest and deception.

Project design consultants presumed by didtrict officids and boards of education to be
independent experts were secretly compensated by roofing materid suppliers.  Such
covert financid rdationships form the bass for schemes resulting in excessive project

costs.

Thousands of dollars in secret payments were funnded by a mgor roofing materids
supplier to a consultant who repeatedly wrote project specifications favoring the
firm's products. The consultant used this money for persona expenses and faled to
report it for tax purposes.

Key players in the school roofing industry, including a leading roof-design consultant
and severd contractors, were found to have crimind records while securing contracts

a taxpayer expense.

Roof ingpections were carried out by firms and/or individuds with a financid deke in
projects.

A leading supplier of roofing materids routindy presented itsdf as a manufacturer of

products bearing its own labd. In redity, the firm produced few materids and
indead chiefly re-1abeled products made by others.
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School didrict officids respongble for oversght of roof mantenance enjoyed a
socid relationship with both a dedgn consultant and a roofing company sdes
representative who together cashed in on lucrative contracts in a successon of
digtricts.

Manipulation and Subversion of Public Bidding and Contracting

The process by which boards of education award contracts for roof repars and
replacements was found to be rife with abuses that thwart the public’s ability to obtain qudity

work at the most reasonable price.

Desgn consultantsarchitects, working in secret partnership with manufacturers and
suppliers of roofing materias, routindy crafted “proprietary” project specifications
favoring a given sat of products, thus diminating competition in the awad of
contracts.

Technicd “hurdles’ were inserted throughout project specifications to foreclose the
possible subgtitution of less expensve materias of smilar or equd qudity.

Ingtdlation contracts were steered into the hands of favored contractors through a
vaiety of means, including inadequate public notice of project proposas, sdective
offers of preferentid pricing and mandatory pre-bid meetings. In a least one
instance, the mandatory pre-bid meeting was held the same day the bid proposd was
advertised.

In some ingstances, work on public school roofs was turned over to sub-contractors
without approva by the school didrict and in violation of State Divison of Building
and Congtruction rules.
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School Safety |ssues
A number of unusud and questionable circumstances gave rise to concerns about the
safety and dructurd integrity of public school roof repairs and replacements completed through

this process.

In some ingances, project plans were drawn or merdy copied by individuds who
were not licensed architects.  In others, no design professonas were utilized at al.
Drawings lacked the requidte detall and architecturd sed, and requisite building

permits were not obtained prior to construction.

Less expensve and sometimes inferior roofing products were used in place of
goecified materids.  Specified materids sometimes were left out dtogether with no
subdtitutions.

Structura problems raised in some feashility studies were not addressed in project
plans and specifications.

On-gte ingpections were lax, non-existent or tainted by conflicts of interest.

| mproper Labor PracticesPayroll and Tax Violations

In an effort to undercut their competition and maximize profits, certan roof ingdlation
contractors engaged in practices that helped them evade and circumvent laws governing proper

labor and payroll practices.

In some instances, contractors were able to secure school roofing work by submitting
low bids secretly conditioned on the fact that ther laborers would be pad
subgantialy less than the legally mandated prevailing wage.

Certified payroll forms submitted in connection with school roofing projects were
found to be replete with phony employee socid security numbers and fdse data
relative to hours worked and wages paid.
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| nadequate Over sight

The abuses uncovered by the Commisson in public-school roofing projects were abetted
by the action, and inaction, of school didrict officids and by lax oversght and guidance a the

gate and locd levds.

Ranking school didrict officids placed millions of taxpayer dollars a the digposa of
consultants, contractors and roofing manufacturers without asking the most basic
questions about their qudifications and possble connections.

Digrict officids in a number of indances okayed questionable contracts even though
they had been warned of potentia abuses.

Digdrict officids responsble for roof mantenance sruck up socid reaionships with
roofing consultants and sales representatives who secured a share of various digtricts
roofing busness. In severd cases, these officias agreed after the fact to act as

references for aroofing consultant.

New Jersey lacks an effective mechanism a the date levd to monitor the public-
school roofing indusry and to provide school didricts with technicd training and
advice on how to avoid abuses.

Referrals and Recommendations
The Commission referred the findings of this investigation to the following government
agencies for whatever action they deemed appropriate:

Office of the New Jersey Attorney Generd, Divison of Crimind Jugtice

Office of the Inspector Genera — Fiscal Integrity in School Congtruction Unit, New
Jersey Attorney Generd’s Office

Office of the United States Attorney
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United States Interna Revenue Service

New Jersey Divison of Taxation

New Jersey Department of Labor, Divison of Wage and Hour Compliance

New Jersey State Board of Architects and Board of Professional Engineers and Land
Surveyors

The reaults of this invedtigation demondrated a criticdl need for officids a dl levels of
government in New Jersey to teke steps to safeguard the qudity and integrity of publicly funded
congruction projects, particularly those related to schools.  Pursuant to that god, the
Commisson fashioned a detalled set of recommendations caling for Satutory and regulatory
reforms in laws related to bidding and contracting, the sdection of project design consultants,
technicd assdance and oversght. Given the scope of the abuses uncovered during this
invedtigation, the Commisson urged the enactment of legidation that would maeke these
recommendations applicable to dl repar, renovation and congruction projects undertaken by
school didricts and locd governments without limit to roofing or any other specific type of
project.

Ultimately, the Commisson was condraned to point out that, asde from explicit
datutory changes, there is no subdtitute for the exercise of common sense and awareness by
public officids in the discharge of ther duties on behdf of the taxpayers. For any system of
reform to be effective, the contracting entities need to pay greater atention to dl repair,

renovation and construction projects.
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1.  Oversight, Accountability and Assistance

The Educationd Facilities Congruction and Financing Act of 2000 desgnated the New
Jersey Economic Development Authority (NJEDA) as the lead agency responsible for screening
bidders, developing project specifications, awarding contracts and overseeing congruction.
While this role may have been vested more gppropriately in an entity with broader experience in
al phases of public condruction, such as the New Jersey Building Authority, the sdection of
NJEDA nonetheless represented an important step toward establishing a centrdlized mechanism
to adminiger an unprecedented investment of tax dollass. Even given its new powers and
respongbilities, however, the NJEDA'’s reach will be limited. Under the datute, the agency’s
involvement is mandatory only for school didricts in the following caegoriess  “specid needs’
or  “Abbott” didricts, didricts subject to level 1l monitoring, and didricts receiving date
financid assstance equal to 55 percent or more of a project’s cost. These categories account for
a total of gpproximately 75 didricts. All others, more than 500 school digtricts across the date,
may undertake projects on their own or request NJEDA involvement. To ensure that proper and
effective overdght, accountability and assigtance is provided datewide, the Commisson

recommended the following:

A specid unit should be created within a datutory framework within the New Jersey
Depatment of Community Affars (NJDCA) to develop modd specifications, review
project specifications, oversee renovations, repairs and new congruction; and enforce
congruction contracts in dl of New Jersey’s public school didricts and locd
governments.

Both the new NJDCA unit and the NJEDA should be provided with suffident daffing

and resources to ensure that their respective roles are meaningful.
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Projects in dl school didtricts, whether undertaken within or outside the scope of the
Educationd Facilities Condruction and Financing Act, should be subject to the review
and enforcement activities of the new NJDCA unit.

A mandatory educationd program for school adminidrators and other public officids
who handle renovation, repair and congruction projects should be implemented under
the direct auspices of the NJDCA. The program should include materid relevant to bid
procedures, and should provide comprehensve information with regard to the writing
of project specifications and to the types of products and systems available for roof
repairs/replacements and other types of projects. The program should aso address the
relative cogts of premium and traditiona/conventiona roofing and dternative product
systems.

2. Preliminary Investigation Report

When a school digtrict believes a roof requires repair and/or replacement, and plans to
undertake the necessary congtruction on its own, the digtrict should be required to seek proposals
for a prdiminary investigation and report from qualified architects, engineers or roof consultants

asfaollows

The request for proposds should identify the generd scope and time frame for
completion of the report. It should request the consultant to: (a) identify an approach
for conducting the invedtigation and preparing the report, (b) provide documentation
demondrating that the consultant is qudified to perform the work, (c) provide a
report of sSmilar scope that was prepared for another client, and (d) provide five
references each from public building owners, roofing contractors and other

consultants (architectsengineersiroof consultants).

The school didrict should sdect a firm based on the firm's qudifications and its
goproach to conducting the invedtigation.  The didrict should then enter into
negotiaions with the firm regarding compensation. The consultant should briefly
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look a the roof and interview persons familiar with the roof’s history. Each digtrict
should maintan a log book or higory chat on ther buildings School officids
should point out al known defects to the consultant. The consultant should aso be
advised if prdiminary congruction cost estimates are desired for proposed options,
and whether litigaion is anticipated in connection with the exiding roof. The
consultant should develop a fee proposd, based on dther “time-and-materids’ with a
guaranteed maximum limit, or a fixed fee.  Because of unknown conditions

associated with preliminary investigations, the first option istypicaly preferred.

3. Selection of a Firm for Final Design and Preparation of Contract
Documents

After receipt of the prdiminary invedigation report, a school digrict should seek
proposas from a qualified architect or engineer to prepare contract documents for repar or re-

roofing in accordance with the recommendations in the preliminary report as follows:

The request for proposds should identify the genera scope and time frame for
completion of the contract. It should request the consultant to: (@) identify the
intended agpproach for preparing the desgn and conducting additiond investigations,
if needed, and preparing the documents, (b) provide documentation that the
consultant is qudified to perform the work, (c) provide a set of contract documents of
gmilar scope that was prepared for another client, and (d) provide five references
from each of the following categories public building owners, other consultants

(architectsengineers/roof consultants) and roofing contractors.

The digtrict should sdect a firm based on the firm's qudifications and its gpproach to
preparing the design and the documents. The didrict should then enter into
negotiations with the firm regarding compensation.  Typicaly, the scope of work
should be adequately defined to dlow a fixed fee to be developed for design and
document preparation.  Congruction contract adminigtration (eg., submitta review
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and periodic fidd observations) typicdly lends itsdf to a payment or a “time-and-
materias’ bass.

After a firm is awarded the contract, it should study the prdiminary investigation
report and conduct fidd examinaions to become familiar with the project. If the firm
is uncomfortable with proceeding with the recommendations given in the prdiminary
report, the firm should submit a written report to the didrict, presenting its concerns
and reasons for them, and recommending how it wishes to proceed. For example, if
the preliminary report recommends two roof system options, but the consultant
desres to specify a different type of system, the reason for doing so should be
adequately documented.

4. Preparation of Project Manual (Specifications)
The process of preparing project specifications in dl ingances should include the

following requirements:

The desgn should comply with the building code. If the building code does not
include energy conservation requirements, the design should adso comply with the
Internationa Energy Conservation Code.

Current editions of American Inditute of Architects (AlA) documents (eg., Generd
Conditions) should be used.

The gpecifictions should be based on a current edition of an automaster
specification, such as MASTERSPEC®, SpecLink? , or SPECTEXT?. The
gpecifications should be tallored for the project.  Specification criteria regarding
qudifications of the contractor are critical.

Specifications based upon generdly accepted standards in the applicable industry as
opposad to the use of specifications cdling for unique or proprietary materias should
be utilized. Products should be specified by reference to ASTM (American Society
for Testing and Materids) product standards. For products not covered by a
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consensus standard, specified criteria should be rationdly based. If manufacturers are
liged, @ minimum of three manufacturers should be liged. In rare circumstances it
may be appropriate to list only one manufacturer. However, the consultant should
provide written documentation to justify doing so.

The materid price lig should be distributed with the project specifications and other
bid documents to ensure that a record exists as to whether al digible bidders were
offered materias at the same price.
5. Preparation of Contract Drawings
In dl ingances, a roof plan should be accurady drawn and of sufficient Sze to provide
adequate guidance to inddlation contractors. It should show &l roof penetrations and detail
references. Detalls, tailored to the project, should be provided to show typica and specid

conditions.

6. Review of Contract Documents

After completion of the documents, a school digtrict should submit the documents to the
DCA unit edablished in Recommendation #1, to conduct a peer review of the documents.
Alternatively, the school digrict may retain a qudified architect, engineer or roof consultant to
conduct a peer review of the documents. The reviewer should recommend if a second review is

needed after the documents have been revised.

7. Construction Contract Administration
Processes rdlated to construction contract administration in al instances
should include the following requirements:

Advertisng for public renovation, repair and congruction projects should be done in
condruction and other periodicas with wide circulation, eg. FW Dodge Reports,
Philadelphia Construction News, Browns Newsletter, and well in advance of bid due
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dates. The time period provided by satute for preparation and submisson of the bids
should be expanded for repar, renovation and congruction on public facilities, to
provide sufficient time for prospective contractors to adequately prepare their bid
proposals. The Legidature should specificaly address the critical timeframe between
the pre-bid meeting and the bid due date which was found to be inadequate on a
complex roofing job examined by the Commisson. The Legidaiure should aso
consder extending bid time requirements on public projects in aeas beyond

congtruction, if gppropriate.

Public advertisement a least ten days in advance of a mandatory pre-bid meeting
should be datutorily required. If a sufficient notice requirement is not datutorily
enacted, falure to attend a pre-bid meeting should not disqudify an othewise
qudified bidder.

If a properly advertised pre-bid conference is held, the consultant should prepare
mesting minutes.

The conaultant should review dl submittas thoroughly and should indst that Al
oecified submittls are receved.  The consultant should dso verify that the
contractor obtained a building permit.

The consultant should conduct frequent field inspections. The firg one should occur
on the firg day of actud work. If the contractor’s skill is margind, the frequency and
duration of the inspections should be increesed. In some ingtances, full time
ingpection may be agppropriate, either by a member of the consultant’s saff, or by
another consulting firm retained by the consultant or hired by the school didtrict. A
written report of each day’ s field ingpection should be prepared by the consultant.

8. Project Close-Out

In al ingtances, the process of closng out projects should be subject to the following

requirements:
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The conaultant should deliver a set of the gpproved submittals and executed warranty,

if specified, to the didrict, dl of which should be retained in a permanent file with the
contract documents.

Project managers including school boards should be required to complete periodic
and find contractor and architect/engineer/consultant performance evauations as
required by the State Department of Treasury, Division of Policies and Procedures.

Pre-Qualification

Requirements and pre-qudifications for dl dae, county, municipd and other public

projects should be standardized. Locd governments, school districts and other municipal bodies

should be required to use consultants, who have been pre-screened under existing or new

classfication sysems. Adequate resources should be supplied to those offices to scrutinize

thoroughly consultant, contractor and subcontractor submissons. Contractors should  be

prohibited from subcontracting work to unapproved contractors.

Disclosure

Indl ingtances, the following disclosure requirements should be imposed and

Roofing architects, engineers and other desgn consultant firms and their principas
should be required to disclose fully dl effiliations whether financid, direct or
otherwise, with manufacturers and materid  suppliers,  incduding  manufacturer
indemnification.

Affidavits of noncolluson should be extended to architects, engineers, roofing
desgn and other consultants, as wel as contractors.  Moreover, they should

gpecifically preclude colluson among or between consultants, bidders or potentid
bidders, manufacturers and/or materia suppliers.
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Written contracts should be executed with architects, engineers, roofing design, and
other consultants, as well as contractors.
11. Service of Process
All entities doing busness in New Jasey reaive to any public project, including
material  suppliers, consultants and contractors, should be required by daute to complete,
maintain and keep current the State Divison of Revenue's, “Public Records Filing For New
Business Entity’ form tha incdudes the designation of a regisered agent and registered office
within this date for the service of process, for any legd action or inquiry, civil, crimind or
otherwise. Moreover, proof of such filings should be required by the public entity prior to award

of any contract.

12.  Prevailing Wage

The Legidature should thoroughly review this subject, including the prevaling wage rate
schedules, and ether provide the State Department of Labor and other regulatory offices with
adequate resources to enforce aggressively the wage rates or redtructure the applicable wage
schedules. The Commission found that there is consderable failure to pay prevaling wage rates,
perhaps due to economic unredity of the current rates. The filing of fase payroll certifications
or receipt of repetitive fines for faling to pay prevaling wages should result in debarment from
public projects by the State Depatment of Labor, State Department of Education, State
Depatment of Community Affars, State Building Authority and New Jersey Economic

Deve opment Authority.
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PRIOR INVESTIGATIONS

ORGANIZED CRIME

1969 Garbage Industry

1970-71 Organized Crime Control of Long
Branch

1972 Organized Crime in Ocean County
1980-81 Organized Crime Infiltration of
Denta Care Plans

1981-82 Organized Crime Labor Relations
Profiteering at Mass Housing Construction
Sites

1983-85 Organized Crime in Boxing
1986-87 Organized Crime-Affiliated Sub-
Contractors on Casino and Publicly- Funded
Construction Projects

1986-1988 Check Cashing Industry

1987-89 Solid Waste Regulation
1988-89 Cocaine

1989 Overview of Organized Crime
1988-91 Garment Industry

1990-91 Afro-Lined Organized Crime
1990-91 Video Gambling

1991-92 Motor Fud Tax Evasion
1991 Organized Crimein Bars
1993-94 Money Laundering

1994 Medica Provider Contracts
1995 Organized Crimein Bars Part 11
1996 Russian-Emigré Crimein the Tri- State
Region

LOCAL GOVERNMENT CORRUPTION

1969-70 Monmouth County Prosecutor’s
Office-Misuse of Funds

1970-71 Hudson County Mosguito
Commisson Embezzlements

1971 Misgppropriation of Public Funds,
Atlantic County

1971-72 Point Breeze Development Frauds,
Jersey City

1972-75 Improper Municipa Planning, Zoning
Procedures

1973-74 Passaic County vocationd- Technicd
Schoal: Misuse of Fundsand U.S. Surplus
Property

1974-75 Lindenwold Municipa Corruption
1975-76 Land Acquisition Dedlsin Middlesex
County

1979-80 Questionable Public Insurance
Procedures

1981-83 Misconduct in the Operation of
Certain County and Loca Sewerage and
Utility Authorities

1982 Inappropriate Activities of the Lakewood
Municipd Industrid Commission

1984 Misconduct and Inappropriate Controls
in the Newark School Security System

1984 Excessive Spending and Near-1nsolvency
of the Newark Board of Education/Newark
Teachers Union Supplementa Fringe Benefits
Fund

1992 Loca Government Corruption Overview
1993 Bdleville Township

1993 Passaic High School Print Shop

1994 River Vde Recregtion Department

1994 Point Pleasant School Digtrict

1994 Borough of Jamesburg

1995 Garfiedd School Didtrict

1997 Borough of Seaside Heights

1998 City of Orange Township



WASTE, FRAUD AND ABUSE

1970-71 Corrupt State Purchasing Practices
1970-71 Building Service Industry Abuses
1972 Stockton College Land Acquisition
Dedls

1972-73 Bank Fraud in Middlesex County
1972-74 Workers Compensation Frauds
1974 Pseudo- Charitable Firms Misusing
Handicapped Fundraising

1974 Conflicts of Interest & Delaware River
Port Authority

1975-77 Investigation of Medicaid Abuses
1976-77 Prison Furlough Abuses

1977-78 Misuse of Public Fundsin the
Operation of Non-Public Schools for
Handicapped Children

1977-78 Boarding Home Abuses

1978-79 Injury Leave Practices

1981-82 Mismanagement of the New Jersey
Housing Finance Agency

1983 Abuse and Misuse of Credit Controls at
Gambling Casinos

1983 Improprietiesin Leasing of State Lands
a Great Gorge in Sussex County to a Ski
Resort

1985-86 Probes of N.J. Divison of Motor
Vehicles

1986-88 Union Lake

1989-90 AIDS Prevention Program -- State
Department of Hedlth

1988-90 New Jersey School Boards
Asociation

1992 New Jersey Trandit's Bus Subsidy
Program

1992-93 Fiscd Year' 89 Budget Over-
Expenditures Divison of Development
Disabilities

1993 Qudity Education Money to Lyndhurst
1994 Nursng Home Certificates of Need
1994 Marlboro State Psychiatric Hospital
1995 County Clerks Trust Funds

1995 N.J. Marine Sciences Grant and Sham
Retirement of E. Brunswick Teacher

1995 Casino Control Commission

1997 Contract Labor -- The Making of an
Underground Economy

1997 New Jersey School Busing Industry
1998 Pension and Benefit Abuses

1999 Public School Roofing Projects

REGULATORY, ETHICSAND LAW ENFORCEMENT OVERSIGHT

1969-70 County Prosecutor System

1972-73 Office of the Attorney Generd of
New Jersey

1973-74 Narcotics Traffic and Drug Law
Enforcement

1976-77 Casno Gambling

1979 Inadequate Sudden Degth Invedtigations
1983-84 Inadequacy of Laws and Regulations
Governing the Boxing Industry

1986 State Racing Commission’s Regulatory
Deficiencies

1986-87 Impaired and Incompetent Physicians
1993 Crimind Street Gangs

1996 Insurance Interests and Licensure of
Former Insurance Commissioner Andrew J.
Karpinski

1997 New Jersey Detective Agency

1999 Computer Crime

SPECIAL REPORT

1995 N.J. State Commission of
Invedtigation -- An Important
Agency for the Future
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The following lig summaizes the
SCI's invedtigations, hearings and reports since
the Commission began operationsin 1969:

recommendation  that  supervisory
regulation of prosecutors be centered
in the Attorney Generd’s department
adso was implemented. The
1969 Garbage Industry

The Commisson's October 1969
report, responding to the Legidature's
request for an invedigation, exposed
infiltration of the solid waste collection
and disposd industry by organized
cimind dements. Responding to a
Commission recommendation, the
Governor and Legidature enacted the
New Jersey Antitrust Act in 1970.

The SCI adso recommended licensang
waste collectors and determining the
rel persons in  interet of each
collection and disposd company. The
Governor and Legidature in 1970
enacted a law providing for licenang
and regulating of the garbage industry
by the Sae Public Utilities
Commisson, later the State Board of
Public Utilities (BPU). In keeping with
another SCI recommendation, the law
adso prohibited discrimination in the use
of privatedly owned disposd facilities. A
lav  providing for disclosure and
investigation of the backgrounds of red
paties in interest of wadte firms was
not passed until 1983, and its a lengthy
court challenge concluded in 1986.

1969-70 Monmouth County Prosecutor’s
Office-Misuse of Funds

After its February 1970 public hearing,
the SCI recommended that al counties
be served by full-time prosecutors. This
proposd was gradudly implemented, to
the point where by 1986 dl counties
had full time prosecutors. The SCI
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Commisson's report is contained in
its 1970 Annud Report.

1969-70 County Prosecutor System

In an outgrowth of its investigation
into the Monmouth County
Prosecutor’'s  Office, the Commission
undertook a broader inquiry resulting
in a series of recommendations and
actions to improve the adminidrative
practices and  accountsbility  of
prosecutor’s offices datewide. One
key Commisson proposd led to
legidation making county prosecutors
and assgant prosecutors  full-time
positions.

1970-71 Organized Crime Control of Long
Branch

Following a March and April 1970
public hearing, the SCI referred to the
US Attorney for New Jersey its
findings, data and fiscd records
relating to corporations formed by
Anthony (Little Pussy) Russo. These
materids were, in pat, the bads for a
1971 indictment of Russo for falure
to file corporate income tax returns.
Russo pleaded quilty to that charge
and was sentenced to three years in
jal, to run concurrently with a New
Jersey  court sentence for perjury.
(Russo subsequently was murdered).

Additiondly, a police chief whose
conduct was targeted by the SCI's
probe resgned from office, and Long
Branch voters a the next municipd



dection following the public heaing
gdected a new adminigration. The
Commisson's report is contained in its
1970 Annual Report.

1970-71 Corrupt State Purchasing Practices

After a June 1970 public hearing
(reported in the Commission's 1970
Annua Report), a sate buyer who was
recaeving payoffs from vendors was
dismissed. SCI records were turned
over to the Attorney Generd’s office,
which obtaned an indictment charging
the buyer with misconduct in office. He
pleaded guilty, was fined and placed on
probation.

Additiondly, officds of the Sate
Divison of Purchase and Property, who
assded in the invedigation, revisd
purchasng and bidding procedures to
deter rigging of bids renewd of
contracts without bids, and acceptance
of unsidactory peformance and
supplies.

vaious member building service
maintenance  companies in New
Jersey. In May 1974, a Federa Grand
Jury indicted 12 companies and 17
officdads for conspiring to shut out
competition in the industry. The
companies were the same as those
involved in the SCI's public hearings.
On Oct. 25, 1977, the defendants
agreed to a consent judgment to
abandon the practices alleged against
them. Ealier, the government's
caimind action agang the defendants
was completed in March 1976, by
which time one company had pleaded
guilty to the charges and the other
defendants had pleaded no contest.
Fines totaling $233,000 were levied.

Additiondly, dter the  Sende
Commerce Committee's hearings, the
US Gengd Sevices Adminigtration
amended its regulations to bar
purchasess of cetan  cleansng
products sold by organized crime
figures (as exposed by the SCI
investigation).

1970-71 Building Service Industry Abuses
1970-71 Hudson County M osquito

The Commisson's June 1970 public ~Commisson Embezzlements

hearing (reported in its 1970 Annud
Report) on redtraints of trade and other
abusve practices in the building service
industry aoused the interest of the
United States Senate Commerce
Committee. The committee invited the
SCI to tedtify at its 1972 public hearings
on organized cime in interdae
commerce. As a rexult of that
tetimony, the Antitrus Divison of the
United States Jugtice Department, with
asssance from the SCI, began an
investigation into an asociaion which
dlocated territories and customers to
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After the SCI probe, December 1970
public hearing and report (contained
in the 1970 Annuad Report), the
Mosguito Commission was abolished,
resulting in an annud county budget
reduction of $500,000.

After the SCI referred its findings to
the Hudson County Prosecutor, a
Grand Jury in 1971 handed up
conspiracy and embezzlement
indictments againg  the Mosquito
Commisson's executive director, his



two sons, his secretary and the
Commisson's engineer and foreman.
The executive director pleaded guilty to
embezzlement in 1972 and was
sentenced to two-to-four years in jall.
His sons were fined $1,000 each and
placed on four-year probation. The
other indictments were dismissed.

1971 Misappropriation of Public Funds,
Atlantic County

In December 1971, the Commission
reported the details behind the diverson
of over $130,000 in public funds by the
assigant  county purchasng — agent
between 1958 and 1970, as well as the
cover-up of the affar before and after
his auicide. The County implemented
svaa Commisson recommendations
to insure grester financid
accountability.

After an October 1971 public hearing
(reported in the Commission's 1971
Annud Report), two hills implementing
SCI  recommendations were enacted
into law. One improved the urban
renewd process and the other tightened
datutory provisons to prevent a
purchaser of publicly owned lands from
recelving any pat of the brokerage fee
on such a purchase.

In addition, the Commisson referred
records to prosecutoriad authorities. A
Hudson County Grand Jury returned an
indictment charging a former Jersey
City building inspector with extorting
$1,200 from an officid of the Port
Jasey Corp. and obtaning money
under fase pretenses. The ingpector
was convicted of obtaning money
under fase pretenses, fined $200 and
given a Six-month suspended sentence.
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1972 Stockton College Land Acquisition

After the Commission issued a report
in June 1972, the State Divison of
Purchase and Property implemented
SCI  recommendations for  tighter
controls over land acquistions and
evaduaions, including pre-
qudification of appraisers and post-
gopraisd  reviews by  naiondly
accredited appraisers.

1972-75 Improper Municipal Planning,
Zoning Procedures

The SCI cancded scheduled public
hearings dfter a one-day sesson
because litigation prevented three key
witnesses from tedifying about land
development in Madison Township in
Middlesex  County.  Although the
courts  subsequently  ruled  the
witnesses mugt tedtify, the Middlesex
Prosecutor  in the meantime  had
requested the SCI to postpone its
hearings and submit its invedigative
data for prosecutoria use In ealy
1974 the Middlesex Grand Jury
indicted three former  Madison
Township officids for  extortion,
bribery, misconduct in office and
perjury in connection with housing
development kickback schemes. In
February 1975, a former Township
counclman was found quilty of
extortion and misconduct in office.

1972-73 Bank Fraud in Middlesex County

The SCI cancded public hearings in
this invedtigation a the request of
bank examiners who feared a bank



would be forced to close in e face of
adverse hearing disclosures.  Federa
authorities, after receving the SClI's
investigative findings and data, arested
Santo R. Santis, who had been
presdent of the targeted Middlesex
County Bank, on chages of
misapplication of more than $500,000
in bank funds authorizing bank loans
not approved by bank directors to a
holding company he controlled and to
his associates. He pleaded quilty and
was sentenced to three years in prison.
A member of the bank’'s board of
directors pleaded quilty and was
sentenced to a one-year prison term.
Suspended prison  sentences  were
imposed on two others incduding
Santis’s lawyer, after they aso pleaded
guilty. The Commisson's report is
contained in its 1972 Annua Report.

1972-73 Office of the Attorney General of
New Jer sey

1972

With the assgance of former Supreme
Court Jugtice John J. Francis as Specid
Counsd, and a the request of the
Attorney Gened and a Senae
Committee, the Commisson reported in
Januvary 1973 the results of its
invedtigation into dlegations
surrounding  the crimind  investigation
of former Secretary of State Paul J.
Sherwin. The report exonerated the
Attorney Generd and Crimind  Judtice
Director on charges of a cover-up.

Organized Crimein Ocean County

The Commisson exposed organized
cime activities in a February 1972
public hearing and its 1972 Annud
Report.
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SCI records were made available to
federd authorities, who subsequently
obtained extortion-conspiracy
indictments againd nine  organized
crime figures active in the New York-
New Jersey region. One was Frank
(Funzi) Tieri, then the acting leader of
the Genovese organized crime family.
The indictments described a shylock
loan disoute which culminated in a
“gt-down” organized crime jargon for
a dar-chamber trid which was
described publicly for the first time by
Herbert Gross, an informant, a the
SCI' s public hearings. The federd
investigation resulted in the
conviction in 1980 of Tieri, who by
then had risen to “boss of-bosses’
among New York's organized crime
families An SClI agent tedtified for
the prosecution during Tieri’strid.

1972-74 Workers Compensation Frauds

The Commisson's May and June
1973 public hearing and January 1974
report helped lead to a mgjor overhaul
of the workers compensation system
in New Jersey.

The SCI's invedigative findings were
refered to the Essex County
Prosecutor, who in 1975 obtained
indictments of two partners of a law
firm and the firm's busness manager
in connection with hill-padding and a
phony medica trestment scheme. The
indictments charged the defendants
with conspiring with certain  doctors
and others to submit fraudulent
reports to insurance companies. All
indictments were dismissed but one,
which chaged a lawyer-defendant
with obtaining money under fdse



pretenses. Essex authorities, after being
deputized in Middlesex  County,
obtained a sevencount indictment from
aMiddlesex Grand Jury.

In addition, the New York-New Jersey
Waterfront Commisson enlised the
SClI's assdance in its investigation and
exposure of Workers Compensation
frauds involving dock workers in 1974-
75.

Findly, three New Jersey Judges of
Compensation were suspended, one of
whom subsequently was dismissed by
the Governor and suspended from law
practice for sx months by the New
Jersey Supreme Court.

1973-1974 Passaic County Vocational-
Technical School-Misuse of Funds and U.S.
Surplus

The Commisson's public heaing in
September 1973 and report (contained
in its 1973 Annuad Report) included
many recommendations for improving
surplus  property  didribution  and
tightening school purchasing practices
to prevent thefts and abuse.

The SCI referred its probe data to the
Attorney Gengrd’s  Crimind  Judtice
Divison, which in May 1974, obtained
a State Grand Jury indictment charging
the school’'s  busness  manager-
purchesng agent with bribery and
misconduct in office The officid was
convicted of bribery, sentenced to one-
to-nine yeas in prison and fined
$9,000. The conviction was upheld by
an gppdlate court in 1977. In March
1977, Passaic County Freeholders filed
a cvil st agang the offidd, resulting

40

in a court order that he return dl
sday receved while he was
suspended from his job, as wdl as the
bribe money. In February 1978, the
officid agreed under a court-approved
Stlement to repay the county more
than $50000 in 60 ingdlments
duing a five-year period &fter his
release from jail.

1973-74 Narcotics Traffic and Drug Law
Enfor cement

In a December 1973 public hearing
and its 1973 Annud Report, the
Commission recommended
mandatory minimum  sentences  for
sious  offenders,  forfetures  of
money sazed in  connection with
narcotics arrests and the establishment
of ful-time prosecutors. All  were
ubgantidly  implemented by  the
Legidaure and law  enforcement
authorities.

The SCl identified the victim of a
murder and then located three
suspects and  paticipated in their
arredts. In October 1974, one of the
suspects was convicted of the murder.
The other two defendants pleaded
guilty to lesser charges and tedtified
for the prosecution. Also, as a reault
of evidence referred by the SCI to the
Essex County Prosecutor, a burglary
ring was exposed by the Prosecutor’'s
daff. A Newark jewder and his son
were indicted and convicted of
conspiracy and of receving dolen
property. The Essex Grand Jury in
1974 handed up more than 20
indictments agang members of the

burglary ring.



1974 Pseudo-Charitable Firms Misusing
Handicapped Fundraising

The SCI acquainted federa authorities
with invedigative findings during and
after this probe. Subsequently, the
owner of one company and the sdes
manager of another company, who were
targets of a June 1974 public hearing
and September 1974 report, pleaded
guilty to federd charges of fraud.

Two laws were enacted in 1977 that
implemented SClI  recommendations.
One law required authorization by the
Attorney General before a corporation
could identify itsdf as a fund raiser for
the handicapped or the blind. The other
datute  required professond  fund
rasers to submit financid reports to the
Attorney Generd.

1974 Conflicts of Interest at Deaware
River Port Authority

Based on evidence from the SCI probe,
reported in October 1974, the Port
Authority clamed more than $64,000
from its former charman as repayment
of profits his firms made on Authority
congruction projects. The clam was

councilman was found quilty on three
counts and another former
councilman was found guilty on two
counts a the concuson of the trid in
October 1977. The SCI's December
1974 public hearing and invedtigative
findings reported in its 1974 Annud
Report led to these actions.

1975-77 Investigation of Medicaid Abuses

A number of datutory and regulatory
steps were  taken during  and
subsequent to  the Commisson's
invedtigations, interim  reports  and
public  hearings. These  actions
included the Legidature's enactment
of a New Jersey Clinicd Laboratory
Improvement Act, as wdl as a law
increesng  maximum  pendties  for
bilking the Medicaid program through
overbilling and fase billing.

Many of the Commisson’'s
recommendations were adopted by
the Divison of Medicd Assgance
and Hedth Services as a result of the
SCI’'s sx reports and its public
hearings in June 1975 and January,
May and October 1976.

seitled in 1977 for $50,666. Although 1975-76 Land Acquisition Deals in
the former chairman was absolved of Middlesex County

any wrongdoingg he was not
regppointed to the Authority. As a result of the SCI's exposures in
this invedigaion, the Adminidrator

1974-75 Lindenwold Municipal Corruption of the County’'s Land Acquistion

As a reult of Sae Grand Jury
indictments in 1975, a former
Lindenwold mayor and a red edate
developer pleaded guilty to bribery and
conspiracy charges as ther trid was
scheduled to begin.  One former
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Department was suspended and the
County government moved to
indtitute & more gtringent process of
checks and badances on land
acquistion procedures. Even before
the SCI completed its hearings in
January 1976, arrangements were



beng formdized voluntaily by dae
officads, deted by the Commisson’'s
findings for the trander of the Green
Acres appraisd and post-apprasa
review and control sysem from the
Department of Environmental
Protection to the Depatment of
Transportation one of many genera and
technicd  recommendations by the
Commisson that were implemented.
The SCI reported its findings in its 7th
Annua Report for 1975.

SCI data was referred to the Middlesex
County  Prosecutor's  office,  which
investigated the conduct of the County
Land Acguistion Depatment. In
September 1976, a Grand Jury returned
a presentment in which it sad that
while it found “no provable crimind
act” by the depatment's former
adminigrator, his activities “indicated
an inaufficent expetise and lack of
concern to perform his office in the bext
interet of the dtizens” The
presentment adso  criticized  the
collection of politicd  contributions
from gppraisers, “which if not improper
under law certainly gave the appearance
of impropriety.”

1976-77 Prison Furlough Abuses

Following the SCI probe and May 1976
public hearing, a Stae Grand Jury
indicted in December 1976 a former
Trenton State Prison clek for fdse
svearing and perjury. These charges
rlated to a forged Superior Court
Appdlate Divison opinion which was
inserted into the record of an inmate,
Patrick Pizuto, enabling him to obtain a
premature release from incarceration.
(Pizuto became a federdly protected
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informant in an unrdated case) In
January 1977, five former inmates of
Leesourg Prison were indicted on
charges of escgpe by means of
fraudulent furloughs These
indictments led to convictions or
guilty pless. The Commission's report
Is contained in its 8h Annud Report
for 1976.

1977-78 Misuse of Public Funds in the
Operation of Non-Public Schools for
Handicapped Children

The Commisson's Januay 1978
public hearing and May 1978 report
exposed widespread misuse of public
funds and recommended legidative
and adminigrative changes.

1976-77 Casino Gambling

After  voters  approved  casino
ganbling in Atlatic City on
November 2, 1976, the Governor
asked the Commission to undertake a
review of the problens and
consequences and to  recommend
measures to  preclude  crimind
intruson. Many of the Commisson's
recommendations, contained in its
April 1977 report, were enacted into
law.

1977-78 Organized Crimein Atlantic City

The Commisson's invedigaion and
August 1977 public hearing
confirmed the infiltration by the
organized cime family of Angdo
Bruno of Philaddphia into certan
legitimate businesses cigareite
vending and nightdubs after the
legdization of casno gambling in



Atlantic City. Also reveded were
attempts by associates of the Gambino
organized crime family to purchase a
magor Atlantic City hotd and by a New
England mobster to intrude into the
operation of a casno gambling school.
In 1979, the Legidature enacted a law
drengthening the licensng
requirements for the cigarette industry
to proscribe licensure of organized
cime membes or associates. The
Commisson's  reports on  these
problems ae contaned in its 9th
Annual Report for 1977 and a separate
December 1977 report.

1977-78 Boarding Home Abuses

The SCI’s June 1978 public hearing and
November 1978 report on this
invedigation were among a number of
public actions by various agencies that
led to the enactment of a boarding home
reform law. However, this law did not
implement a mgor recommendation of
the SCI - that is to center boarding
home  licensng ad monitoring
obligations, which were spread among
three departments of government, into
one department.

1978-79 Absentee Ballot Frauds

The Commisson’s report is contained
in its 10th Annua Report for 1978.
Many of the SCI's proposed reforms,
drafted in cooperation with the Attorney
Generd’s office after a December 1978
public hearing, have been enacted.

1978-79 Injury L eave Practices

After the January 1979 Commission
report, ingppropriate deductions  of
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socid security and income taxes from
wages paid to public employees under
vaious municipd and county injury
leave policies were hdted and efforts
were made to recoup such deductions
inthe past.

1979 Inadequate Sudden Death
Investigations

Following the Commisson's
November 1979 report, efforts to
reform the county medicd examiner
system were begun. However, none of
the proposed revisons included the
SCI's mgor recommendations that a
datewide regiond sysem of medicd
examings be edablished, operating
with accredited forendc pathologists
in conjunction with the Inditute of
Forensic Sciencein Newark.

1979-80 Questionable Public Insurance
Procedures

The Commisson’s proposed reforms
for the purchase and regulaion of
couty and municipd  insurance
programs, contained in an April 1980
report, were submitted to the
Legidaturein bill drafts.

1980-81 Organized Crime Infiltration of
Dental Care Plans

The Commisson hdd a public
hearing in December 1980 and issued
a report in June 1981. Legidation was
enacted in 1982-83 incorporating the
Commisson's recommendations  for
barring organized crime influence in
denta care plans sold to labor unions
and for increased auditing, monitoring
and financdd disclosure for such



plans. The SCI was represented by a
Commissoner and its  Executive
Director a a U.S House Agng
Committee hearing in 1981 on abuses
of hedth care trust funds and a a public
hearing by the Pennsylvania Crime
Commisson in 1981 on its probe of
mob influence over the operaion of
[abor union denta plans.

1981-82 Mismanagement of the New Jersey
Housing Finance Agency

During the course of this invedtigation,
the HFA's Executive Director, William
Johnston, a subject of the inquiry,
resgned and a new  reform
adminidration was put in place. After
the issuance of the SCI's initid report
in March 1981, certan HFA personnd
discussed in the report resigned or were
dismissed and new procedures for

processng housng proects were
indituted. The Commisson’'s
invedigative findings, dso contained in
a December 1982 find report, were
submitted to various  prosecutoriad
authorities.

1981-82 Organized Crime Labor Reéations
Profiteering at Mass Housing Construction
Sites

Contained in the 13th Annud Report
for 1981, this report spurred
tremendous interest, but no action was
taken on the SCI’'s recommendations at
gither the state or federd levd.

1981-83 Misconduct in the Operation of
Certain County and Local Sewerage and
Utility Authorities

This probe, July 1982 public hearing

and March 1983 report resulted in the
enactment of a comprehensve law
giving the State Locd Government
Savices Divison the same effective
controi over the fiscd and
adminidrative operations of sewerage
and other locd authorities that it
exercises over municipdities.

1982 Inappropriate Activities of the
L akewood Municipal Indugtrial
Commission

The August 1982 report on this
inquiry resulted in the enactment in
1984-85 of the CI’s
recommendations for reforming the
1983 Abuse and Misuse of Credit
Controls at Gambling Casinos

This inquiry, March 1983 public
hearing and June 1983 report resulted
in more effecive casno  credit
controls, dbet less dringent than
recommended by the Commission.

1983 Improprieties in the Leasng of
State Lands at Great Gorge in Sussex
County to a Ski Resort

The March 1983 public hearing and
August 1983 report were followed by
cimind and civil actions based on the
XI's invedigdive findings which
resulted in  the rembursement of
millions of dollars owed to the State
and in subgantid fines and other
pendties agang the mgor principas
of the Vernon Vadley conglomerae
and its subsidiary companies.

1983-84 Inadequacy of Laws and



Regulations Gover ning the Boxing I ndustry

In line with the XClI’s
recommendations, contaned in its
March 1984 interim report, a law was
passed revisng the tax structure for
boxing events, and another bill revisng
the entire adminigration of the sport,
induding medicd and ety
provisons, was subsequently enacted.
Revelation of improprieties by the State
Athletic Commissioner led to his
resgnation. The regulatory reforms,
particularly those that were intended to
protect the hedth and physcd wefare
of boxers, as enacted in 1988, fdl far
short of the SCI’ s reform proposals.

1984 Misconduct and  Inappropriate
Controls in the Newark School Security
System

Bills were introduced in the 1986-88
Legidaure to implement certain reforms
recommended by the June 1984 SCI

report.

1984 Excessve Spending and Near-
Insolvency of the Newark Board of
Education/Newar k Teachers Union
Supplemental Fringe Benefits Fund

After a December 1984 public hearing,
a report on the invedtigative findings
was incorporated in the Commisson's
16th Annua Report for 1984. Litigation
involving the Fund's director, who was
dismissed during the SCI probe, was
brought.

1983-85 Organized Crimein Boxing

The SCI’s December 1985 finad report
confirmed s0 serious an intruson of
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organized crime into boxing thet,
were the same mob presence to afflict
such other professonal sports as
bassbal or footbdl, it would
condtitute a public scandd.

Dissection of a dozen case higories
not only reflected the ineffectiveness
of the regulaory process in stamping
out organized cime but dso the
ingbility of the regulaors - and
managers and promoters as well to
prevent boxers from becoming brain-
damaged and blinded. As a reault, the
SCI joined the American Medicd
Association and other medica groups
in urging that professonad boxing be
banned. In the meantime, the SCI
proposed a series of further reforms,
to reduce the physicd hazards of
boxing, as wel as its organized crime
tant. Bills requiring  background
checks of prospective licensees,
including promoters and managers,
were enacted in 1986-87. Other
“reforms’  which were bdow the
standards urged by the SCI dso were
enacted in 1988 (See 1983-88 interim
report on boxing).

1985-86 Probes of N.J. Divison of Motor
Vehicles

1) Photo license controversy, an
investigation directed by the
Legidature to be completed in 30
days. In a June 1985 report, the
Commisson citicized the Divison of
Motor Vehicles and the Attorney
Generd for the intentiond non
disclosure of a mgor politicd
contributor's  proposed role in a
universal photo license system.



1986 State Racing
Regulatory Deficiencies

2) Investigation, December 1985 public
hearing and report (combined with the
Commisson’s 1985 Annua Report) on
the DMV’s pdliticized, inefficient
agency sysem. The Commisson
recommended converson of al motor
vehide agencies to date operated
entities, as wdl as internd reforms
within the Divison to enhance the
integrity of the licenang and
registrations processes.

3) Invedtigation of the DMV-Price
Waterhouse computer fiasco, which had
its origins in the collgpse of the DMV’s
sarvices to the public in mid-1985. This
probe resulted in a June 1986 report
citicd of DMV’s management of the
computer project, as well as the serious
policy migudgments and professond
misconduct by the computer contractor.
The report made recommendations for
reform of bid waiver procedures.

Commission’s

In an October 1986 letter to the Racing
Commisson, the SCI noted the Racing
Commission’'s reform efforts during the
course of the invedigation, but
emphasized numerous areas race track
security and  integrity,  regulatory
timidity, auditing of track operdions,
more dringent drug controls and tighter
licenang procedures that remained to
be corrected. Legidation incorporating
SCI reform proposals was enacted.

Commisson's Annud Report for
1986. It recommended centraization
and drengthening of date and Casino
Control Commisson procedures for
prequdifying and disqudifying
prospective contractors and
subcontractors.  The  invedigative
findings demondrated that two maob-
operated companies had amassed
millions in revenues from cadno
projects and public works from which
they should have been bared. Bills
which  would extend Control
Commisson scrutiny to
subcontractors  and casno  license
applicants were enacted.

1986-87 Impaired and Incompetent
Physicians

A report on the Commission’'s
invedigation  on  Impared  and
Incompetent physcians was issued in
October 1987. The report was critical
of the New Jersey Medicd Society’s
Impaired Physicians Program and the
ingbility of the IPP and the State
Boad of Medicd Examings to
adequatdly rehabilitate and  monitor
impaired doctors to prevent harm to
patients. After Commisson  daff
paticipated in Senate committee
hearingss, the  Legidaiure  and
Governor enacted the Professond
Medicd Conduct Reform Act on
January 12, 1990 (effective July 13,
1990). The law subgtantidly improves
the reporting, rehabilitation and
upervison of impaired and

1986-87 Organized Crime-Affiliated Sub-
Contractors on Casino and Publicly Funded
Congtruction Projects

Incompetent doctors.

This report was combined with the
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1986-88 Union Lake

The Commisson invedigaed the
process by which the State Green Acres
progran acquired Union Lake in
Cumberland County.

The March 1988 report concluded that
the Depatment of Environmentd
Protection faled to follow good
management and internal
communications procedures in  taking
titte to the la&ke  which was
contaminaied with arsenic and hed in
place by a deteriorated dam. Revised
acquisition procedures and a successful
dae lawsuit  resulted  from  the
Commisson'sfindings.

1986-88 Check Cashing Industry

The Commisson reveded in an April
1988 public hearing and August 1988
report the extent to which the check
cashing indusgry in New Jersey is used
by organized crime to finance
loanshaking and other forms of
racketeering, as wel as to defraud
companies. Dozens of referads of
information were made to law
enforcement and adminigrative
agenciesin New Jersey and New Y ork.

1987-89 Solid Waste Regulation

Revigting  regulatory  falures  and
cimind involvement in the solid wade
indusry in New Jassy, the
Commisson concduded in an  April
1989 report that the Solid Waste Utility
Control Act of 1970, enacted after the

Commisson's 1969 report on the
gabage industry, had faled as a
regulatory mechaniam. The
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Commisson found that organized
crime, while no longer dominant, ill
had a presence in the industry.
Moreover, the regulatory sysem had
faled to dimulate compstition in an
industry that was amenable to it. In
response to a Commission
recommendation, the Legidaure and
Governor enacted a law to phase out
an indfective sygem of utility-gyle

rale regulaion of solid wade
collectors.

1988-89 Cocaine
The SCI hdd a public heaing in

1989

November 1988 and issued a report in
March 1989 regarding the cocaine
problem in New Jasey. The
Commisson recommended a magor
increase in the dat€'s commitment to
hedp solve dl facets of this serious
crimind, socid and hedth problem.

Overview of Organized Crime

In its 1989 Annud Report, the
Commisson detailed the daus of
traditiona and norttraditiona
organized crime groups in  New
Jersey.

1989-90 AIDS Prevention Program - State
Department of Health

Allegaions of impropriety in the
AIDS prevention progran in the
Department of Hedlth were made & a
public hearing of the Assembly
Committee on Hedth and Human
Resources The Commisson found
most of those dlegations to be
without merit but did find some laxity
in the grant review process. In its



January 1990 letter to the Committee
Chairman, the Commisson aso found a
mindset a the Depatment that virtualy
no irregularity would be aufficient to
cancd a financid grant so long as the
avowed purpose of the grant appeared
on the surface to be served.

1988-90 New Jersey School Boards
Association

The Commission issued a report in
April 1990 about serious deficiencies in
the management of the School Boards
Associdtion that led to losses of more
than $800,000 in the invesment of
funds entrusted to the NJSBA Insurance
Group by locd school didricts. The
NJSBA has made substantia progress
toward reform.

1988-91 Garment Industry

An October 1990 public hearing and
April 1991 report on the garment
industry reveded numerous economic
problems in the industry as a whole, as
wel as many ingtances of workers and
contractors being taken advantage of by
unscrupulous entrepreneurs. The
invedtigation aso reveded the intruson
of organized cime into gament
trucking in New Jersey.

1990-91 Afro-Lineal Organized Crime

In furtherance of its responghility to
keep the public informed a&bout
organized crime in the doae the
Commisson hed a November 1990
public hearing into the problem of
organized crimindity by persons of
Africen heritage. The hearing and a
March 1991 report dedt with gangs of
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AfricanrAmericans, Jamaicans and
others.

1990-91 Video Gambling

In a January 1991 public hearing and
September 1991 report, the
Commisson assessed the complicated
problem of video gambling, incduding
the ramifications of organized crime
involvement as well as weaknesses in
the dautes that apply to gambling
devices.

1992 New Jersey Transit’s Bus Subsidy
Program

The Commisson hdd a public
hearing in July 1992 into dlegations
of serious irregularities in NJT's $5
million Bus Subsdy Programn. The
Commisson reveded that two bus
companies had, largely through the
inattention of NJT overseers, been
able to obtan severd million dollars
in subgdies for the persond and
private commercid expenses of the
companies owners. As a result of the
Commission’s findings, NJT
undertook an extensve reform effort.
Crimind charges gemming from the
Commisson's probe resulted in
prison tems andlor  community
savice and reditution totaing more
than $750,000 by five individuds in
February 1995.

1991-92 Organized Crimein Bars

At a public hearing in February 1992,
the Commisson releesed information
for the firg time showing that
dements of organized crime had
ganed control of numerous bars and



restarants in New Jarsey. The
Commisson's invedigation found that
date and locd regulators were doing
litle to enforce fundamenta policies
edablished by the Legidature in 1937
and redffirmed in 1985. A prediminary
report on invedigaions of liquor
license applications was issued in
March 1992 and a final report was
issued in October 1992.

1991-92 M otor Fuel Tax Evasion

1992

In an October 1991 public hearing and
Februay 1992 report detailing the
findngs of an invedigaion, the
Commisson showed how motor fud
tax evadon in New Jersey resulted in
tens of millions of dollars in annud tax
loses to the date. Legidation resulting
from the Commisson’'s work corrected
the dautory flaws which permitted the
fraud to occur, and dlowed the Hate
Treasury to recoup a least $22 million
annudly. The Commisson’'s report in
this case was among the fird in the
nation to demondrate publicly a direct
link  between traditiond  organized
crime elements of La Cosa Nostra and
the emeqging trans-ndiond Russian
Méafia

Bergen County Utilities Authority

The Commission Issued a
comprehensve report in December
1992 detaling how the BCUA, through
mismanagement and poor planning, had
cafted an extravagant solid waste
disposa program that needlesdy cost
the ratepayers of Bergen County many
millions of dollaas The Commisson’'s
report resulted in a number of
ggnificant cos-saving actions and led
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to a 1995 task force study
recommending privatization of
BCUA sawage treatment services.

Present: Local Government

Corruption

As pat of the Commisson's
continuing assault on local
government  corruption and  the
conditions which sudan it, public
hearings were hedd in January 1992
and a report was issued in September.
The report detailed purchasing scams,
corrupted inspections, tainted land use
decisons and a raft of embezzlements
of government funds. A key focus
involved troubling examples where
organized crime has capitdized on the
presence of municipa corruption. At
leest two dtatutes incorporating the
Commisson's s  recommendations
have been enacted, and a number of
other bills are under congderation by
the Legidature.

1993 Fiscal Year ‘89 Over-Expenditures,
Division of Developmental Disabilities

At the Attorney Generd’s request, the
Commission reviewed issues related
to overspending in fiscd 1989 by the
Divison of Deveopmenta
Disdbilities amid disclosures that the
Divison, under a former director,
greatly exceeded its budget by
awarding unauthorized contracts to
providers of services for the disabled.
The Commisson found deficent
contract monitoring coupled with a
lack of competition in procurement a
the Divison's paent agency, the
Department of Human Services. The
Commisson recommended a range of



1993

1993

1993

improvements in DHS procurement and
oversght procedures.

Belleville Township

Pursuiing a widespread probe of
municipd  corruption in  New Jersey
launched datewide in 1992, the
Commisson identified various failings
in finandd and purchasng aess in
Bdleville,  induding  violations  of
bidding laws, expenditures in excess of
appropriations and the absence of
appropriate fiscal checks and baances.
The Commisson dso  examined
dlegaions of adminidraive abuse
involving the Township Fire
Department.

Quality Education Money-Lyndhur st

In conducting fact-finding for the State
Boad of Education, the Commisson
determined that the Commissioner of
Education’s falure to follow announced
grant-review procedures led to an
improper grant of $1.5 million in
discretionary funds to the community of
Lyndhurst, Bergen County.

Passaic High School Print Shop

Examining  irregulaities  within  the
Passaic School Didtrict, the
Commisson reported on an indudrid
ats supervisor s use of high school
fadlities supplies, faculty on overtime
and work-study students to conduct a
private printing busness a taxpayer
expense. The supervisor, Lawrence
Mayo, was sentenced and ordered to
pay redtitution in early 1995 based upon
cimind chages demming from the
Commission’s probe.
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1993-94 Criminal Street Gangs

Recognizing that crimind dreet gangs
pose a most serious threat to New
Jerseyans as a whole, and to New

Jarsey youths in  paticular, the
Commission conducted a
groundbresking assessment that

cuminated in two days of public
hearings in June. The Commisson's
work product became an integral part
of a broad new push by policy makers
to reform and reinvigorate the date's
juvenile judice sytem. In a March
17, 1994 executive order, Governor
Whitman liged the Commisson's
report, Crimind  Stret  Gangs,
published in February 1994, as an
important resource to be utilized by
her Advisory Councl on Juvenile
Jugtice.

1993-94 Money Laundering

1994

In December 1993, to highlight its
assallt on the deeterious effects of
money laundering by the cimind
undeworld in New Jasgy, the
Commisson held two days of public
hearings to focus on the need for an
explicdt crimind daute targeting such
unscrupulous  finencd  activity  for
prosecution. In October 1994, the
Legidature enacted and Governor
Whitman dgned into lav a measure
implementing the Commisson's key
recommendations.

Nursing Home Certificates of Need
At the request of the Assembly Hedlth

and Human Savices Committeg, the
Commisson examined the date



1994

1994

Hedth  Depatment's  cetificate-of-
need process and the efficacy of an
executive branch policy amed a
insulaing the program from abuse by
unscrupulous  officdds. In a February
25, 1994 letter, the Commisson
recommended datutory codification of
Gov. Whitman's Executive Order No.
2, which sas forth criteria for the
establishment of blind trusts by officids
with  finendd  hodings in  such
fadlities

River Vale Recreation Department

Responding to  complants  from
resdents of River Vade Township,
Begen County, the Commisson
examined the township's recredtion
depatment and the operation of its
youth sports programs. In a May 26,
1994 letter to the  township
adminigrator, the Commisson noted
cash missng from  depatmentd
accounts amid doppy and
ingppropriate  recordkeeping.
Recommendations included an overhaull
of internal control mechanisms and the
edablishment  of  effective  fiscd
safeguards.

Point Pleasant School District

Alerted by concerned locd taxpayers,
the Commisson examined questionable

financiad practices reated to the
operations of the Point Peasant
Community School in Ocean County

and the terms of a lucrative separation
of-employment agreement with a
former schools superintendent. As a
rellt of the Commisson's August
1994 report, the Community School’'s
former director, Vito Ddlegrippo, pled
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1994

guilty to two crimind charges of theft
by deception. At his June 16, 1995
sentencing, he was placed on
probation for 30 months, required to
pay $5,000 in reditution and barred
for life from holding public office
The sthool  district  trandferred
operdion of the Community School
to the County Educationd Services
Commission. The  Commisson's
report served as a guide for other
school didricts and municipaities on
avoiding Smilar abuses.
State

Marlboro Psychiatric

Hospital

1994

In an October 1994 report, the
Commisson reveded a tableau of
waste, fraud, theft and corruption in
which the sguandering of taxpayer
dollars virtudly had become business
as usud. The report prompted the
Depatment of Human Services to
send specid  review  teams  to
Marlboro and other date inditutions,
and on February 23, 1995, the
department confirmed serious
problems across the board in
inventory control, the granting of dck
leavelinjury benefits, purchasng and
fiscd overdght. The findings suprred
a number of systemic reforms in those
and other key aess. Utilizing the

Commisson's evidence, the
depatment dso  disciplined  Sx
Marlboro employees, dismissing two.
Borough of Jamesburg

The Commisson launched an
invedigetion into the governmentd
operations of the Borough of
Jamesburg, Middlesex  County, in
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February 1993 after receiving numerous
citizen complaints of corruption a the
hands of key municipad officds. In a
November 1994 report, the Commission
revedled a sysemic pattern of officd
misconduct, nepotism and abuse of the
public trus so pervasve as to cause
loca budgetary hardships  and
jeopardize the loca police department.
The probe prompted the departure of
longtime  Borough  Tax  Assessor
Camen Pirre, spurred a Treasury
Department audit and paved the way for
wholesdle  municipa reforms.  Richard
Gadiner, director of the date Divison
of Taxation, Stated in a February 27,
1995 letter: “This cae is a prime
exanple of governmenta  agencies
working in a cooperdtive and efficient
manner to accomplish common gods
and to achieve worthwhile objectives.”

Organized Crimein BarsPart 11

Following up on the ground-bresking
1992 report, the Commisson exposed
organized cimes continuing
infiltration of New Jersey’s licensed
commercid bar and tavern indudry.
The 1995 report highlighted the threat
posed by this phenomenon both to the
integrity of the licenang sysem and to
the dtate's overdl economy. In a series
of recommendations for systemic
reform, the Commisson urged more
vigorous enforcement of exising laws,
as wdl as the adoption of additiond
measures necessxy to srengthen the
system of licensure and enforcement.

Garfield School District

Pursuing a datewide assault on loca
government  corruption  launched  in
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1992, the Commisson detaled
evidence  of organized  crime
connections, conflicts of interet and
mdfessance involving personnd  of
the Gafidd School Didrict in Bergen
County. Responding to the
Commisson’'s finding, digrict
officias took Steps to ensure greater
accountability in the adminigration of
a $9 million lease/purchase program,
as well as in other areas. A follow-up
invedtigation by the dae Education
Depatment's Office of Compliance
resulted in a number of reforms and
actions, including a recommendation
that the didrictc remburse the
lease/purchase program fund
$279,647.45 and tha it re-date its
financid statements accordingly.

County Clerks Trug Funds

The Commisson conducted a
daewide review of trust funds for
county clerks and registers of deeds
and found that subgtantid sums were
being used outside the dtatutory scope
for which they were established. The
invedtigation aso reveded a number
of quedtionable disbursements for
such things as renovations, expensve
decorations and  furnishings  in
persond  offices; the purchase of
“gpecidty advertisng,” including
pens, T-shirts and cdendas, the
payment of service club dues and
excessve  travedl expensss for
conferences in resort cities.

Casino Control Commission

A Commisson probe of irregulaities
a New Jersey’'s Casino Control
Commission reveded records that had



1995 Grant
Consortium and Sham Retirement of East
Brunswick School District Teacher

been fddfied and forged in connection
with an improper scheme to award
“golden parachutes’ to  former
employess.  The invedigation a0
produced evidence of abuses involving
officid cars and expense dlowances by
Casino Control Commission personne.
The Commisson's report, issued in
September, resulted in a range of
internal  adminidrative reforms and in
disciplinary action againg the Cadno
pand’s chief of gaff

to N.J. Marine Sciences

The Commission found that a $500,000
grant was improperly awarded based
upon undue political pressure to the
New Jersey Marine  Sciences
Consortium.  The  invedtigation dso
reveded that East Brunswick School
Didrict officids, a unnecessary cost to
taxpayers, circumvented tenure rules

1996

In May, the Commisson submitted a
comprehensive report recounting its
history and record of performance to a
gpecid review committee. The report
provided the pand and the public a
large with a detaled and authoritative
recitation of the sdutary results of the
nearly 90 invedtigation undertaken by
the Commission up to that date.

Russian-Emigre Crime in the Tri-
State Region

The Commission joined forces with
state-level agencies in New York and
Pennsylvania to  examine  the
increedng threst posed by crimind
dements emanding from within the
former Sovigt Union. The resulting
report, issued in June, wamed that
gangders with roots in the former
Soviet Republics have edablished a
drong and abiding presence in the

region, engaging in a wide array of

and orchedrated the retirement of a cimes that range from sophidticated
teecher who hed dud employment financid frauds  to narcotics
under the grant. In a written response to trafficking to murder.  Evidence
the Commisson's report, Education developed by the project's doaff

Commissoner Leo Klagholz sad the
findings provided “severd vauable
obsarvations and  recommendations
concerning the approva of contract
setlements, the outsde employment of
school staff who are on sck leave, and
the potentia for abuse of penson funds.
The Depatment of Educaion will
pursue each of these matters and
recommended needed policy changes to
the appropriate authorities.”

1996

showed that members of disparate
Russanremigre crime groups here
have the potentid to become one of
the most formidable organized crime
chdlenges snce the advent of La
Cosa Nostra.

Insurance Interests and Licensure

of Former Insurance Commissoner
Andrew J. KarpinsKi

A  Commisson invedigation  of

1995 N.J. State Commission of
Investigation - An Important Agency for the
Future

circumdances leading to the 1995
resgnation of this cabinet officer
reveded a range of serious lgpses in
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the ethics overdght system for officids
in the Executive Branch of date
government. In an October report, the
Commisson cdled for extensve
reforms, the centerpiece of which was a
recommended overhaul of the
Executive  Commisson on  Ethicd
Standards.  Legidation  incorporating
key dements of the Commisson's
proposals was introduced in the Senate
and Assambly in the aftermath of the
invedtigation.

Borough of Seaside Heights

Responding to citizen complaints, the
Commisson invesigated the operations
of the Borough of Seassde Heights,
Ocean County, and found fiscd,
adminigtrative and procedura
malfeasance so widespread as to
trandform the community’s governing
body itsdf into a tool for taxpayer
abuse. This invedigation, pat of an
intengfied assault on locd government
corruption launched by the Commission
in 1992, gavanized locd reform efforts
and led to the recovery of thousands of
dollars in taxpayer funds by various
levels of government.

Contract Labor-The Making of an
Under ground Economy

The  Commisson  examined the
activities of unscrupulous contract-labor
providers, reveding an underground
economy in which millions of dollars in
date and federd income taxes and other
levies are dgphoned from the public
coffers every year. This unprecedented
investigation  resulted in proposed
legidative reforms and in  heightened
oversight a both the state and federd
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levels.

1997 New Jersey Detective Agency

Pursuing its dautory adthority to
provide oversght of the date's law
enforcement sysem, the Commission
examined an obscure entity known as
the New Jersey Detective Agency and
concluded that its members-handgun-
carying cvilians who bdieve they
have full police powers - pose a
diginct danger to the community. The
Commisson’'s centrdl
recommendation - that the NJDA be
abolished - was endorsed by the
Governor and by top law enforcement
offidds ~ induding the Attorney
Generad and the Superintendent of the
State Police.

1997 New Jersey School Busing Industry

A Commisson invedigation of New
Jersey’s public school  transportation
indugtry reveded a sysgem rife with
collusion, guestionable bidding
practices, poor record keeping and lax
overdght. The Commisson’'s findings
and recommendations provided a
comprehensve framework for
legidative and adminidrative reforms
amed a contaning the dae€e's
exorbitant school-busing costs.

In  an invedigaion triggered by
dlegations of bidding and purchasng
irregularities, the Commisson found
that from 1988-95, the city's
operations were burdened by runaway
expenses, unnecessyy postions for
political cronies, payment  of
unreesonably  high  sdaries, lax
financia procedures, the absence of
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purchasng controls and violations of
public bidding lavs The Commisson
aso found evidence of widespread,
high-pressure tactics to extract political
campaign  contributions  from  public
employees and private busnesses. The
invedigation aso reveded the use of
campaign funds for persond expenses
and the misreporting of contributions
and expenses to the New Jersey

Election Law Enforcement
Commission. The investigation
produced a wide range @ of

recommendations for systemic reforms.
Pension and Benefit Abuses

The Commisson examined certan
aspects of public employee penson and

benefit programs and found abuse,
manipulation and excessve

expenditures that cost New Jersey
taxpayers subgantid sums of money
every year. Questionable practices were
detected in every region of the date,
among municpdities, school didtricts,
community colleges and  independent
authorities. Underlying the abuses, the
Commisson found a sysem lacking in
adequate overdght and accountability

and a loophole-ridden  datutory
framework that licenses potentidly
ingppropriate conduct by  public

officids. In response, the State Division
of Penson and Benefits launched a
sries of inquiries to determine the
proper course of action, including
penson adjusments and recovery of
overpayments, in connection with each
case detaled in the report. The
Commisson dso cdled for a series of
legidative and regulatory reforms.
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Computer Crime

In an unprecedented project
conducted jointly with the office of
the Attorney Generd, the
Commission held three days of public
hearings in February to examine the
threat posed by computer-related
crimesin New Jersey. Thetwo
agencies mobilized combined
resources in recognition of the fact
thet the “dark Sde’ of high
technology, ranging from computer
hacking and fraud to identity theft and
child pornography, has grown to such
an extent that a unified gpproach by
law enforcement is required to meet
the chdlenge.

Public School Roofing Projects

A daewideinvedigation of public
school roof construction projects
revealed widespread waste and abuse,
including conflicts of interest,
subversion of public contracting,
improper labor practices and
Inadequate oversght that place the
safety of school children in jeopardy
and cost New Jersey taxpayers
millions of dollars each year. The
Commission ared the priminary
findings of itsinvedtigation during a
two-day public hearing in December.
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