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

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

* Excerpt from S.C.I. Law

THE COMMISSION

* Origin and Scope
* Biographies







ORIGIN AND SCOPE OF THE COMMISSION

Despite the range and impact of the Commission’s
achievements, inquiries continue to be made about
its jurisdiction, the way it functions and its impor-
tance to a better New Jersey. The Commission
believes this important information should be con-
vemiently available. Accordingly, the pertinent facts
are summarized below.

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

Tndeed, by the late 1960s New Jersey had the unattractive image
of being a corrupt haven for flonrishing organized crime opera-
tions. William F. Hyland, who was Attorney General from 1974~
© 1978 for the State of New Jersey, vividly recalled that anfortunate

era in testimony before the Governor’s Committee to Evalnate
the 8.C.I. He said in part: '

¢« . . our state quickly developed a national reputa-

tion as a governmental cesspool, a bedroom for hired

killers and a dumping ground for their victims.

Whether this was a deserved reputation was not

necessarily material, The significant thing was that

this became an accepted fact that seriously under-
~ mined confidence in state law enforcement.”

Spring of 1968 found that a crisis in crime control did exist in
New Jersey. The Committee attributed the expanding activities
of organized crime to ‘‘failure to some considerable degree in the
system itself, official corruption, or both’’ and offered a series of
~ sweeping recommendations for improving various areas of the
eriminal justice system in the state. ' -

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

1

~The Joint Legistative Committee in its report. issued in the



and an independent State Commission of Investigation, patterned
after the New York State Commission of Investigation, now in its
23rd year of probing crime, official eorruption and other govern-
mental abuses. Coen T PR

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

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

The complementary role of the 8.C.1. was. emphasized anew by
the Governor’s Committee fo Fvaluate the §.C.1.** which con-
ducted in 1975 a comprehensive and impartial analysis of the Com-
mission’s record and function, The Committee’s members consisted

*The bill creating the New Jersey State Commission of Investigation was introduced
April 29, 1968, in the Senate.  Legislative approval of that measure was ' completed
September 4, 1968, The bill ercated the Commission for an initial term beginning
January 1, 1969, and ending December 31, 1974, It is cited as Public Law, 1968;

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

. pleted enactment of a bill, cited as Public Law, 1973, Chapter 238, which renewed the

- Commission for another term ending December 31, 1979, A bill grantiig the S.C.I,
an extension -of its tenure for another five years until December, 31, 1984, gained fipal.
approval by the Legislature and the Governor in December, 1979 The full text of,
Chapter 254, .. 1979, appears i Appendix IT on P. 75. = ° P e

** The Governor’s Committee to Evaluate the S.C.1. was. created .in April, 1975, by execu-

_ tive order ‘bf the Governor after the introduction in the Senate of z-bill. to tertninate
<ithe S, C.1.. touched- off a backlash-of public -criticistn; The measiire was subsequeritly’
withdrawn. ) _ .
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of the late Chief Justice Joseph. Weintraub-of-the New Jersey
Supreme Court, former Associate Justiece Nathan L, Jacobs of that
same Court, and former Judge Edward I. Broderlck of the New
Jersey Superior Court.

That Committee in its October 6, 1975, publie report regected
' summarlly any suggestion that the S C.I. duplieates work of other
agencies. Indeed, the Committee said the record demonstrated
convineingly that the Commission performs a valuable function
and that there is continuing need for the 8.C.I.’s contributions to
both the legislative process and the exeeutive branch. '

‘The Committee conicluded that it saw no likelihood that the need
for the S.C.I, will abate, and recommended amendment of the
S.C.1s statute to make the Commission a permanent rather than
a temporary agency. In support of th1s statement the Commlttee
declared :

“O'ur evaluation of the work of the 8.C.I. convinces . -
us that the ageney has performed a very valuable -
. funetion . .. The current public skepticism of govern-
" . ment performance emphasizes the continuing need for
" ‘a credible agency to delve into the problems that
plague our 1nst1tut1ons an agency which can provide
_truthful information and sound . recommendations.
" There mist be constant public awareness if we are to - .
* retain & healthy and vibrant system’ of government.
 Indeed we see no hkellhood that. the need for the
8.0.I, will abate . '

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

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

the Assembly. It thus may be said the Commission by law is
7 blpartlsan and by concern and action is nonpartlsan

The paramount statutory respon31b1ht1es Vested ‘in the Com-
mission are--set”forth in-Section 2. of its statute. Thls sectlon

prov1des s

" The Comm1ssmn shall have the duty and power
- to eonduet 1nvest1gat10rls in' connection wrt_h__ T
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- (a) The faithful execution and effective enforece- -

' ment of the laws of the state, with partieular .
reference but not limited to organized erime .. -
and racketeering. o Lo

(b) The conduet of public officers and public' .
employees, and of officers and employees of
public corporations and authorities. :

{e) Any matter conecerning the public peace, pub-
lic safety and public justice. ' '

The statnte provides further that the Commission shall conduet
investigations by direction of the Governor and by concurrent
resolution of the Legislature.. The Commission also shall conduct
investigations of the affairs of any state department or. agency at
the request of the head of a department or agency.

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

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

Some people would put the whole business in the

lap of a Distriet Attorney (proseentor), arguing that

- if he does not bring indietments, there is not much
the people ean do. : ' C

But this misses the primary purpose of the State
Investigation Commission. It is not to probe outright
criminal acts by those in public employment. That is -

. the job of the regular investigation arms of the law.:

*As a legislative, irvestigative agency, the S.C.I. is not unique, since investigative
agencies of the legislative branch of government are almost as old as the Republic,
The first full-fledged Congressional investigating committee was established in 1792 to
“inquire into the causes: of the. failure of the last expedition of Major General St.
Clair.” (3 Annal of Congress 493--1792). ’ :

4



‘Instead, the Commission has been charged by the . ..
Legislature to check on, and to expose, lapses in the * - -
. faithful and effective performance of duty by public . -
- employees.. . P S

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

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

In the course of its conduet, the Commission adheres to the
New Jersey Code of Fair Procedure, the requirements for which
were incorporafed in the Commission’s enabling law as amended
and re-enacted in 1979. These provisions satisfy the protections
which the Legislature by statute and the Judiciary by interpreta-
tion have provided for witnesses called at private and public
hearings and for individuals mentioned in the Commission’s public
proceedings. Such proeedural obligations include a requirement
that any individual who feels adversely affeeted by the testi-
mony or other evidence presented in a public action by the
Commission shall he afforded an opportunity to make a state-
ment under cath relevant to the testimony or other evidence com-
plained of. The statements, subject to determination of relevanecy,

" are incorporated in the records of the Commission’s public pro-

ceedings. Before resolving to proceed to a public action, the Com-
mission analyzes and evaluates investigative data in private in
keeping with its solemn obligation to avoid unnecessary stigma

“and embarrassment fo individuaals but, at the same time, to fulfill

its statutory obligation to keep the public informed with specifies
necessary to give credibility to the 8.C.1.’s findings and recom-
mendations.

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




MEMBERS OF THE COMMISSION

The Comntnssmn s activities have been under the leadershlp of
Arthur 8. Lane since February, 1979, when he was designated as
~ Chairman by Governor Brendan T. Byrne after his appomtment

to a 'second term'as Commissioner. The other Commissioners are
John J. Francis, Jr., Henry S. Patterson, II, and: Robert-J:
Dél: Tufo, who succeeded Commmsmner Lewis Kaden in March
1981, : : - :

Mz, Lane, of Harbourton, was initially appomted to the Com-
mission in May, 1977, by the Speaker of the General Assembly, a
post then held by Senator William J. Hamilton of Middlesex. He
was Teappointed to the Commission by Senate President J oseph
P. Merlino of Mercer. As Chairman, he succeeded Joseph H:
Rodriguez of Cherry Hill, who had been Chairman sinee 1973.
A former state and federal Judge, Mr. Lane has been a member of
the Prineceton law firm of Smith, Stratton, Wise and Heher since
his retirement in 1976 as vme'premdent and general counsel for
Johnson and Johnson of New Brunswick. - A- graduate of Princeton
Umversﬁ:y, he was admitted to the New J ersey Bar in 1939 after
gaining his law degree at Harvard Law School. He served in the
Navy durmg ‘World War TI. He became assistant Mercer County
prosecutor in 1947, Mercer 00unty JT.'ldO'e in'1956 and T. 8. Distriet
Court judge in 1960 by appointment of the late President Fisen-
hower. Mr. Lane is Chairman of the Natlonal Councﬂ on Crlme
and Dehnquency ‘

. Mr Francls, of Bedmmster is a partner in the Newark and
Morristown law firm’ of Shanley and Figher. From 1961 to 1963
he was an assistant T.S. attorney and from 1963 10 1965 he was an -
assistant-Essex--County prosecutor -A-graduate--of - Williarms-

College-and the University of Pennsylvania Law School, he was
admitted to. the New Jersey State Bar in 1960. Mr. Francls, 46,
is the son of former Associate Justice John J. Franecis of the New
Jersey Supreme Court. He was appointed to the Commission in
February, 1979, by Christopher J. Jackman, Speaker of the General
Asgsembly of NeW Jersey.

Mr. Patterson, of Princeton, is president and a director of the
Elizabethtown Water Co., chairman of the board of the First
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National Bank of Princeton and a director of the Mount Holly
Water Co. and of United Jersey Banks, He is past president and
continuing director and executive committee member of the
National Association of Water Companies, member of the Amer-
ican Water Works Association and past president of the New
Jersey Utilities Association. He is a former mayor of Princeton’
Borough and past president of the Middlesex-Somerset-Mercer
Regional Study Council. He was graduated from Prineeton
University and served during World War II ia the U.S. Army.
He received his discharge ag a first lieutenant in 1946, He was
appointed to the Commission in February, 1979 by Governor Byrne
and has been reappointed to a new three-year term.

Mr. Del Tufo, who was United States Attorney for New Jersey
from 1977 to 1980, was appointed to the Commission in March, 1981,
by Governor Byrne as Commissioner Kaden’s suceessor. A resident
of Morristown, he is a member of the law firm of Stryker, Tams and
Dill of Newark and Morristown. Prior to becoming the United
States Attorney, he served as First Assistant Attorney General for
the State of New Jersey from 1974 to 1977. During a portion of
this period (1976-77) he also served as the Director of the Division
of Criminal Justice in the Attorney General’'s Department of Law

~and Public Safety. His previous government service included
Assistant Prosecutor (1963-65) and First Assistant Prosecutor
(1965-67) of Morris County and a member of the New Jersey Board
of Bar Examiners (1967-74). Mr. Del Tufo, 47, was graduated from
Princeton University in 1955 and from Yale Law School in 1958,
He was admitted to the New Jersey Bar in 1959 and, after serving
as law secretary to Chief Justice Joseph Weintraub of New Jersey
Supreme Court, engaged in the general practice of law for 13 years
prior to his d951gnat10n as First Assistant Attorney General. He
i a fellow of the American Bar Foundation, a professor at the
Rutgers University School of Criminal Justice, a member of the.
Former United States Attornevs Association and the National
District Attorneys Association and a member of the American,-
New Jersey State and Morris County Bar Associations. He also is
a member of the Board of T'rustees of Newark Academy and of the
Board of Regents of St. Peter’s Oollege '



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

. . The faithful execution and effective
enforcement of the laws of the siate, with

particular reference but not limifed to or-.

ganized crime and racketeering . . ¥

* Excerpt from S.C.1. Low

ORGANIZED CRIME PROGRAM
* 1980 Update







' ORGANIZED CRIME PROGRAM
ibéo'tjpmu IR
anle ( Fzmzz) Tzem

“ MThe successful federal prosecutlon of this Genovese family boss
in NeW York in the Fall of 1980 was highlighted by the testimony
of

.°, Heroert Grross, a for’mer. Lakewood'hote-l ope-rator
. who was a key witness in the SCI’s exposé of orga-
. nized crime depredations in Ocean County in 1972.

'* 8CT Special Agent Joseph Corrigan, whose
testimony helped to soli_dify the prosecution’s identi-
fication of Tieri as a major mob boss of strong-arm
racketeering operations that extended mto NeW
Jersey. ,

-Teri was ' convicted in U.S. District Court, Manhattan, on
November 21. Durmg the trial Gross testified about his own role
as a ‘‘defendant’’ in an organized erime ‘‘sitdown’’—a mob. star
chamber proceeding for adjudicating disputes that was described
publicly for the first time at the 8.C.1.’s hearmgs on Ocean County
mob activities. Gross told the Federal Court jury that Tieri had
presided at a 1969 sitdown in the backroom of a store in Lower
Manhattan and ruled that Gross ‘‘belonged’’ to a crime family
from which he had borrowed $7,500 and therefore was obligated
to-repay $14,000 (including: interest charges) to the loanshark
from whom he obtained the loan. It was after this incident, and to
shorten a State Prison sentence he had béen serving in 1971 that

Gross began cooperating with law enforcement agencies. One of
his first activities as an informant was his appearanee as a witness
at the 1972 8.C.L hearings that traced underworld loansharkmg
ties from Ocean County to North Jersey and New York erime
famihes :

Other links between T1er1 and former S C.IL mvestlgatlve targets
—the since murdered Angelo Bruno, Antonio (Tony Bananas)
Capomgro and Anthony (Little Pussy) Russo—were revealed by
Assistant U.S. Attorney Nathaniel Akerman in material submitted
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to the trial judge/ preparatory to Tieri’s sentenecing. Tieri was
sentenced to serve\20 years in federal prison and fined $60,000.

Tieri’s rise to the top of one of New York’s five organized
crime-families had come about indireetly as a result of the 8.C.1.’s
program of confronting and disrupting organized erime figures in -
New Jersey. After Vito Genovese died in a federal penitentiary
in 1969, the Genovese family’s leadership was entrnsted to two
longtime underbosses. One of these was Thomas Eboli of New York
and Fort Lee, who was murdered in 1972. The other was Gerardo
(Jerry) Catena of West Orange, who was among the first orga-
nized crime chieftains to be sent to jail (in 1970) for refusing to
respond to questions by the 8.C.I. about his mob operations and
connections. Catena remained in jail, silent, for five years, a pro-
longed-incarceration which weakened his effectiveness as a crime
family boss and which enabled Tieri to assume command of the
Genovese family. Catena won release from prison in 1975, after
which he ‘‘retired’’ at age 75 to Florida. Tieri was 76 years old
at the time of his federal conrt convietion in 1980. '

Carl (Pappy) Ippoh'to.

.- A distant cousin of the murdered Bruno, Ippolifo had been
waging since 1975 a continuons court battle to aveid answering at
S.C.I. hearings certain questions about his underworld activities.
e was finally ordered by the courts to appear for interrogation in
1978 under a subpoena that had been served.on him in his dentist’s
office' in Trenton in 1975. However, he failed to respond as required
on May 5, 1978, and again the following May 18, during which
period he was living in Morrisville in Bucks County, Pennsylvania.
(The Pennsylvania Crime Commission had revealed an extensive’
gambling network in Bucks County and identified Ippolito as one
of its key promoters with close liaison to organized ¢rime figures
in Philadelphia and Mercer County, New Jersey). After Tppolito
failed to obey the S.C.I.’s subpoena in 1978, the Commission
requested the Attorney Cremeral’s office to extradite and arrest
him for contempt. Ippolito was indicted by the State Grand Jury
for criminal contempt in June, 1978, and a warrant for his arrest
was issued and extradition proceedings were begun. He subse-
quently surrendered and was brought to trial before Superior
Court Judge Richard J. 8. Barlow, Jr. He was convicted on
June 25, 1980, of contempt for failure to appear before the S.C.IL
in 1978. On November 24, 1980, the 71-year-old Ippolito was fined

$5,000.
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- Angelo Brano

Angelo Bruno (Annaloro), whose Philadelphia crime family’s
influence extended into Central and South New Jersey, was shot to
death outside his South Philadelphia home on the night of
March 21, 1980. A series of mob-type assassinations followed, the
~ victims 1nc]ud_1ng a number of other targets of the 8.C.IL.’s program
of orgamzed crime confrontations.

Bruno himself had last been questmned by the S.C.L on the eve
of his fatal ambush. Although any connection between his death
and his S.C.1. appearances is doubtful, the 8.C.I. during 1979 had
- encountered difficulties in its efforts to recall and to questlon Bruno
about his more current underworld activities. Bruno was requested
to appear before the Commission on QOctober 17, 1979, but his
lawyer reported back that he did not know his client’s whereabouts,
Bruno, who had apparently flown to Italy in the interim, subse-
quently reappeared. When questioning resumed at the S.C.I on
October 31, the proceedings were disrupted by the necessity for
the Commlsswn to appear twice before Superior Court Judge
George Y. Schoch to obtain back-to-back orders compelling Bruno
to make responsive answers. Litigation continuned against the
Commission’s subpoena of Bruno even as he returned for ques-
tioning on December 6,.1979, and March 20, 1980. However, the
S.C.1.’s subpoena of Bruno was in full force and effeet at the
time of his murder.

In aII, Bruno had appeared 15 times for questlomng by the
S,C.I1. since he was originally subpoenaed in August 1970, Within
two months of his first appearance, he was found in Superior Court
to be in civil contempt and ordered to be incarcerated for refusing
to answer questions about organized crime despite being granted
-1mmumty from prosecution. After several brief releases from

prison for medical reasons,. he obtained a court-ordered. release. .

for an-indefinite period -in June, 1973, for more extensive. treat-
ment. By the Spring of 1977; Supermr Court ordered Brumo
returned to jail, having ruled that his physical problems had
ameliorated to the point that his freedom from custody was no
longer warranted. On May 23, 1977, the day before he was to have
"been reincarcerated until he purged himself of contempt, his
counsel represented to the court that he intended fo respond to
the S.C.L’s questions and his return to jail was stayed. On June 16,
1977, Bruno began a series of appearancés before the Commission,
highlighted by his testimony on August 8, 1977, as a witness at the
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8.C.I’s public hearings on the incursion of organized crime into
certain legltlma,te businesses on the per1phery of Iegahzed casino
gambling in Atlantic City.

. As numerous law enforcement ageneles pressed anE‘StlgatIOIlb
of ‘Bruno’s murder testimony at the S.C.E’s 1977 hearings by
Bruno and by witnesses associated_ with Bruno’s erime family and
the late Carlo Gambino’s erime family in New York gained in-
creasmg swmﬁeanee Such testimony had demonstrated that:

X Bruno had met with Paunl Castellano, the late_ Lo

Carlo Gambino’s brother-in-law, at Valentino’s in. .

- Cherry Hill in November, 1976, ostensibly to discuss = .
-their mutual interest in Atla,ntlc City, where New .
~Jersey voters had authorized the operation of legal .

. gambling caginos. The restaurant at which the Bruno-

© Castellane dinner meeting took place was owned and

~ operated by certain Gambinos who were distant
cousing of the late Gambino “boss-of-bosses.”

~* A mob-controlled cigarette and vending. whole- _
saler for which Bruno was a so-called “super sales- -
man” had muscled into Atlantic City’s legitimate .
cigarette vending businéss. Public hearing testimony o
confirmed that one clgarette distributor in 1976-77 ° - -
~ had lost $500,000 worth of business to Bruno s eom-
pany. S

. One of  the late Carlo Gambino’s relatlves,' o
Emmanuel Gambino, using an assumed name, had -
~ sought to purchase an Atlantic City hotel in early_ o
1977 with the aid of an assoeiate of Bruno’s nephew- -
_and real estate adviser, Michael Grasso. o

~* Ginseppe and Rosario G_ambmo_pald;an Baster
Day visit to Bruno’s home in 1977, an act of homage -
by underlings to-an underworld boss that is an or-
ganized crime custom S

Antonio ( Tony Bozmmas) Capomgro

The nude bodies of - Capomgro described by law enforcement .
authorities as a “Bruno loyahst ” and ‘his  brether-in-law Alfred
Salerno were found April 18 in’ South Bronx. The: corpses were
so mutilated (Caponigro, in: addition tostab wounds and blows -
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to the head and face, received miultiple gun shot Wounds) that they
were not 1dent1ﬁed untﬂ Aprﬂ 29 Lo

poena. In late 1974 he returned to hrs Short-Hﬂls— Mlllburn home,
Federal authorities, who had alerted the S. CI. in advance, ap-
peared at his house on New Year’s Eve in order to serve him with
a- Federal grand jury subpoena. A chase ensued, during which
Capomgro s car sideswiped a federal agent’s ear and Caponigro
was captured and brought to Millburn police headquarters. S.C.L
special agents served him there with a subpoena for questlonlntr
at the Commission’s office. A number of inferrogations were con-
ducted at the S.C.L after Caponigro completed his federsl prlson
terms. Caponigro was 67 vears old when he was murdered. '

]abn (Jobnny Keys) Simone

__ Simone, 66, of Yardley, Pa., a former re51dent of New Jersey,
fled to F10r1da in .the early 1970s to avoid being served with
an S.C.L. subpoena. A Bruno family capo, he was found dead on
Staten Island on Septemher 19 He had been shot behmd the left
earmthanﬂe. ‘ . , , _ C

Brzmo Cmme mely Recap

The year 1980 was clearly a penod of “violent change in the
power structure of the organized crime family formetly headed
by Angelo Bruno. The deaths of Bruno himself, Capomo'ro, Simone
and Frank Sindone, in addition to others, mdleate a major shift.
Speculation has abounded as to the impact of these homicides on
the hierarchy of the organization, but what can be safely said is
that this cartel will continue to have a significant impact on life
in the southern region of New.Jersey. The Commission is in the
process of identifying the new or diffused leadership of the Bruno
group with the intention of targeting likely candidates for the

S.C.L%s contmumg program of mob surveﬂlance and confronta,tlon

" Nicodemo (Little Nzcky) Scm*fo

.- Searfo, a former S.C.I. target; who eurrently-is a capo in “the
Phﬂadelphla crime family, and his nephew Philip (Crazy Phil)
Leonetti and Lawrence (Yog1) Merlino, all of Atlantic City, were
acquitted by a trial jury in Mays Landing on October 10 of murder
charges. They had been accused of slaying Margate cement con-
tractor -Vincent Falcone the previous December 186, - :
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~ Scarfo, who was found guilty of eonterpt in 1970 for refusing
to respond to questions at the S.C.I., served 31 months in jail be-
fore finally agreeing to submit to the Commission’s interrogation.
He made a number of appearances at the S.C.I. after he was re-
leased from prison in 1973. A loanshark and gambling operator,
among other illegal interests, Scarfo had long been cloge to Philip
" (Chieken Man) Testa (who was murdered after he reportedly had
taken control of the murdered Bruno’s erime family). Although
Scarfo’s acquittal of the Atlantic City murder charge is believed
to have enhanced his standing in the mob, he faces trial on other
charges. An Atlantic County Grand Jury in January, 1980, in-
dieted him for illegal possession of a Wweapon. A similar mdlctment
was handed up by a Federal Grand Jury in January, 1981.

Tino Finmara

Fiumara, 39, of Wyckoff, N. J., also a former S.C.I. ‘target, was
found guilty on May 2, 1980, by a federal court jury in Ma,n_hattan -
on charges of i usmg “fear and other economic harm” to perpetuate
a racketeering ring at Ports Newark and Elizabeth. Six other
defendants, including three International Longshoremen Associa-
tion officers and three henchmen of Funzi Tierl in the Genovese
mob, also were convicted. Fiumara already had been serving a
20-year sentence for shaking down a Parsippany-Troy Hills res-
tauranteur. -Finmara was another of the numerous organized
crime figures who disappeared from New Jersey to av01d S.C.I1.
subpoenas.. ;

Patmck Pzzuto

‘This 39-year-old protege of the murdered Anthony ( thtle Pussy)
Russo of Long Branch, was a key state witness in the celebrated -
mob trial in Freehold in the SprmO‘ of 1980. This trial resulted in
the eonviction of four known organized erime members. Two other
mobsters entered guilty pleas in that mvestlgatlon by the Attorney
General’s office. ,

Pizuto first came to wide pubhc attentmn in 1976 during hearmgs
by the S.C.J. on abuses of the pre-parole release programs in New
Jersey’s prison system. The Commission’s investigation disclosed
and witnesses at the hearmgs confirmed thiat a phony document
purporting to be an opinion handed down by Superlor Court
Appellate Division had been used to enable Pizuto to gain release
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from prison two years and 52 days earlier than he should have been
paroled. A since-dismissed State Prison clerk was indicted by the
State Grand Jury and subsequently convicted in Superior Court
for false swearing and purjury at the 8.C.I’s public and executive
sessions in connection with the bogus court opinion on Pizuto.
Pizuto is in the federal witness protection program.

The Gambinos

The brothers Giuseppe and Rosario Gambino, whose financial
operations were first revealed in the 8.C.L’s probe of organized
crime infiltration of legitimate businesses in Atlantic City in 1977,
were indieted by a federal grand jury in Brooklyn in Mareh, 1980,
on charges of conspiracy to possess and distribute heroin. Also
indicgted were two brothers of Dominico Adamita of Mt. Laurel,

who also testified under subpoena in the S.C.L’s 1977 hearings

about the establishment of the mob-financed Casanova Diseo in
Atlantic City earlier that year. Dominico Adamita reportedly was
arrested in Italy. , : '

During the Spring of 1980, the Internal Revenue Service filed a
lien against Giuseppe Gambino’s Valentino Supper Club in Cherry
Hill, seeking more than $31,000 in 1978 back taxes and interest.
Early in 1981 a dead fish was mailed to Rosario Gambino. Acecord-
ing to Mafia mob custom, a dead fish on the threshold warns the
recipient that someone close to him is or soon will be “sleeping with
the fishes.” _ . -

Star Ledger Story Cites SCI

As indicated in this section’s update of organized crime activities
in connection with the Commission’s work, 1980 was an unusually

~ productive year in the federal-state law enforecement battle against

the underworld. But the mob has ready replacements for key

members who are murdered or jailed, as aptly demonstrated in a

story published by the Newark Star Ledger on May 4, 1980. In this

story, reporter Robert Rudolph deseribed continuing efforts by
New York organized crime families to gain control of New Jersey
“turf” in the wake of deaths, desertions and detention of many
Jersey mobsters. This story quoted law enforcement sources as
attributing the breakdown of the New Jersey mob’s old hierarehy
in part to the S.C.L program of organized crime confrontation.
Rudolph wrote:
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-+ “The others, the real old line bosses, are-all gone and-- -+ %
retired,” ‘a knowledgeable  source explained. “It .
- started when the S.C.L. (State Commission of Investiz - -
- gation) began calling them to testily . and they ﬁed to
Florida to avoid the subpenas P :

Other sources have also erédited the 8. C L.—which
had the power to order the imprisonment of any mob
figure who refused to answer questions—with playing. -
a pwotal role in the breakdown of the old llne mob -
control. : - : :

* Gerardo (¢} erry) Ca.tena, formeﬂy of South- Orange, N
L reputedly the most powerful orgamzed crime figurein-
the state, fled to Florida after his run-in with the 8.CI." .
. and has been in retirement, spending the bulk of his, .,
. time.on the golf courses near his home. '

 Similarly, Simone Rizzo - (Sam the Plumber) B
- DeCavalcante, the head of his own New J ersey-based
mob family, has turned over the reins of power to-a ' -
caretaker identified as John nggl, and ig also spend— e
ing the bulk of hlS tlme basklng in the. Florlda sun— A
shine, : o

The pendmg New York mob “1nvasmn” has laW en-
‘forcement authorities concerned, however, because of
© & potentially explosive confliet- which could erupt =
between the newly designated “capos” and other New . "
Jersey mob figures seeking to retam control of their
territories.

Otber C onfvrontatzom -

The S.C.I. eontinued during 1980 1ts surveﬂlance and executlve
session questioning of ranking members of thé DeCavalecante and
.other crime families whose depredations centered in New Jersey.
These individuals ineluded John Riggi -and Louis. Larasso: of
Linden and Joseph Paterno of Miami, formerly of Newark. < - -
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52:9M-2. The Commission shall have the duty
and power to conduct investigations in con-
nection with:

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

. . . Any matfter concerning the pu.blic
peace, public safety and public justice . . .*

* Excerpf from S.C.I. Law

THE S.C.L.’s PUBLIC ACTIVITIES

+ Introduction/ 1980 Updute
* Legislative Liaison







“THE COMMISSION'S PUBLIC ACTIVITIES

INTRODUCTION/1980 UPDATE
The Commission’s public actions in 1980 included :

®* Publication in May of a 370-page report and

"~ recommendations on improper handling of public

- insurance transactions by a number of county and
municipal governments.*

* A four-day public hearing in December on orga-
‘nized crime infiltration of the dental care industry in
connection with prepaid health care plan contracts
involving health and welfare trust funds of certain:
labor unions. . -

) Proposed Statuiory Reforms in Public Insurance Practices

" The S.0.L% report on local and county public insurance pré.d-
tices included recommendations designed fo achieve the following
objectives: -

Unlimited public serutiny of all county and munici-
pal governing body discussions and decisions in public
insurance matters.

Full public disclosure of all elements of public
insurance programs as they are proposed, purchased
and implemented.

Statewide distribution of all immediately available

expertise to-county and local governing bodies in the
form of guidelines, counseling, manuals, model speci-
fications -and related materials.

A more competitive markef for publie insurance
business. . _ _ _
The Commission’s report created wide interest throughout the
state. : '

#See N. J. State Commission of Investigation “Report and Recommendations on the
Purchase and Administration of Public Insurance Programs,” issued May, 1980.
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The PIA Reporter, the journal of the Professional Insurance
Agents of New Jersey with a circulation among more than 1,100
agencies, carried on June 20 a lengthy summary of the report’
reform proposals and served as a volunfary distributional source
for the SCI report’s 14 pages of detailed recommendations.
Utilizing this same issue of the PIA Reporter, Edward J. Shaara,
Jr., president of the Self Insurance Management Corporatmu of
'Verona, mailed notices to 600 Boards of Fducation in' New Jersey
alerting them to the possible approval by the Legislature of a bill _
to permit school boards to establish self insurance funds and/or
oreate gelf insurance pools with other boards—a pooling proposal
that the 8.C.I. had strongly recommended. for. municipalities as
well as school districts in its pubhshed report ’

In addltlon, Hesex County Exeoutlve Peter Shap1ro announced
m December the institution of a program under which, as he
reported in a letter to the Commission, “‘for the first time the
selection of agents and brokers for C‘ounty s $8 million worth of
insurance will be completely removed from politics and placed on
an open, fair and professmnal (set of) standards.”” Because
Mr., Shapiro’s action serves as a prime example for other govern-
mental entities interested in establishing more efficient, economical
and. Aonpolitical public - ingurance ~ systems, = the COInI[llSSlOIl
réprints here his full announcement of the program:

Criteria for the selection of insurance, agents and
brokers - for - Eésex County 8 $8 -million insurance
expenditures ‘were anndunced by County Exeeutlve
Peter Shapiro.

+«Forthe first time, this selection will be eompletely
depohtlolzed and based on thoroughly professional
standards,”’ said Shapiro. By creating a fair and
open basis.for the purchase of insurance, we'are guar-
anteeing- the most advantageous insurance coverage
for the County at the best price. By taking politics
out of the insurance busmess, we-will save the County
money ?” : :

Shaplro sa1d the need for professmual er1terla was
established by a 1980 report from the State Commis-

* ‘sion of Investigation on'county and municipal govern-:
ment insuranece coverage. Although the report did not -~
mention Hssex specifically, it did say that in many

"---_..mstanees across the state, msurance contracts: were.. -
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blatantly political . and costmg governments more
than Was Necessary. _ L SRR

Essex 00unty 8 erlterla were prepared by Barbara
M. Adams, diréctor of the County s newly established
Office of Risk- Management, in consultation.with the

County’s Risk- Management and Insurance Adwsory
Board. . : .

1.-4‘One . of the prime considerations of the Risk
Management Office is the utilization of only_ qualified
agents or brokers for the -purchase of insurance or
insurance services,”’ said Adams, ‘“With an opera-
tion the size of Hssex County it is imperative that
those firms providing insurance and risk manage-
ment services have the eapa]oﬂ_lty,r of: pr0v1d1ng the best
servrce avallable

“It is the expressed pollcy of the County, under the
criteria, to obtain any required commeréial insurance
at the lowest cost consistent with the most desirable
requlred level of agent/broker service, insurance
: ‘eompames of*adequate ﬁnaneral status, expert1se and

service ‘potential.”’ - ' '

-+ A file of -all prequalified agents and brokers will be
set up in the Office of Risk Management."When it is
necessary to purchase insurance, it will be from that
prequahﬁed list that brokers and agents will be called
upon to submit proposals. ,

Each agent or broker cnrrently on ﬁle in the Rlsk
Management Office who has shown an inferest in doing

business with the County will be sént material on the

A 'prequahfymg criteria. New requests will be answered .
- ° . on an ongoing basis for criteria:on: pregualification.

o The Risk Manager will review all documentation from : .

. -agenis or brokers to determine if that person can bée - -

~. - prequalified. If the firm ‘does not qualify, the person ..
-+ will be notified as to the specific areas where he -or she -

- ... has not met specifications. The broker or agent.can . .-

- apply to the Risk Management Oﬁee agam onee these. -

specifications are met. -

. ~Among the requ1s1tes to prethfy, an agent 01-' S
" broker must:
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-* Meet financial stability standards. There is no
minimum requirement for the volume of business
transacted ; however, there must be documentation to
support the financial stability of the company.

* Have the capacity and personnel to service large
accounts and be able to provide the County W1th
proven accomplishments in this area.

* Understand and accept the risk management
concept as utilized by the County and have proven
qualified persennel knowledgeable and experienced in
risk management to serve the County on highly pro-
fessmnal basis. :

¢ Have a dlsclplined system to compile information
and statistics and an effective method of communi-
cating the information and statistics to the County.

* Have the ability and capacity to provide back up
for the County’s Risk Management Department, in
such areas as statistical data, evaluation of risks and
recommendations of methods of protection, safety
programs and changes in the industry,

* Have familiarity with and unlimited access to
insurance markets,

* Exercise within his or her organization an Afﬁr—
mative Action Plan in adherence to Federal G'rovern-
ment requirements.

Or gem:z'zed Crime Infiltration of Dental Care Plans*

The Commission concluded a prolonged investigation of orga-
nized crime incursion into certain dental care plan organizations
which had obtained contracts to service labor union. members
through union local health and welfare frust funds in late 1980.
Tts findings then became the subject of four days of public hearings .
at the State House, on December 9, 10, 11 and 12. That these
hearings succeeded in atfaining the Commission’s investigative
objectives was reflected in a statement by S.CI. Chairman

Arthur S. Lane at the closing session: .

% The Comnission’s 'reporf' and recommendations on Organized Crime Infiltration of
Dental Care Plan has been published and copies are available at the Commission’s
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At the oufset of these public hearings the Commis-
sion stated its purpose and outlined the proofs it
- intended to develop. :

* - The voluminous testlmony recorded here during -
" the past four days confirms that the providing of

essential dental care servieces to workers in northern
‘and southern areas of New Jersey is bemg subverted
to satisfy the greed of orgamzed crime.

The Commission intends to continue its probing
of the demonstrated depredations and will propose
statutory and regulatory reforms to eliminate such
abuses. We will submit proposals to the Governor and
the Legislature of New Jersey as soon as possible.

- Ag the Commission entiphasized at the outset, these
hearings were intended to expose and prevent mob-
influenced abuses that permeate the closed-panel type

- of dental health-care plans. The Commission fully

realizes that all professionally competent and honest
‘dental practitioners, labor leaders and health care
administrators share our abhorence of the practices
in this field. ‘We are sure they also share our hope that
the end result of our probe and hearings will be a
more honest operation of such plans that puts the
welfare of workers of this state ahead of excessive
and questionable underworld cash rewards.

The Commission appreciates the expressed support
for its inquiry from outside this state and is gratlﬁed
by the investigative cooperation of numerous agencies

such as the F.B.I, the Federal Organized Crime
Btrike Force and the United States Marshalls ag
well ‘as by law-enforcement -agencies "in “closeby

- ~Pennsylvania and New York with-which the S.CL =

~maintaings constant and mutually beneficial liaison.

" Ag might be expected, considerable evidence put
into these public hearing records must be reviewed
by the Commission for possible reference to the
Attorney General’s office and the State Police.
~However, this is a castomary activity by the S.C.I at
the completwn of all of its activities and ean.not be
‘discussed beyond this brief comment.
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LEGISLATIVE LiAisoN -

Public Insurance Procedural Reforms o ‘

Subsequent to the distribution of the Commission’s report on
mishandling of public insurance transactions at the -county and
local level, S.C.I, staff consulted at length with a bill-drafting
expert of the office of Leg1slat1ve Services on the format of a bill
that would comprise the various statutory reforms essential in
this area. A bill was drafted that would achieve the Commission’s
investigative objectives listed on P. 17 of this annual report.

This proposed Legislation -would, in brief:

- ¢ Establish a State Office of Public Insurance
Management in the Department of Community
Affairs (attached to the department’s Division of
Local Government Services). This bill also prescrlbes
the State Office’s regnlatory and momtonng responsi-
bilities and requirements for assuring proper trans-
actiony fully open to public serutiny and a freely
'eompetltlve pub]_lc. insurance marketplaee :

. . Require - of the State Insurance: Department
spec1al licensure and qualification of agents, brokers
and other insurance providers and of presently unli-
censed consultants, risk managers and self-insurance
administrators, and also require periodic reporting
by such special licensees. of all compensation from
public insurance transactions, and provide.sanctions
against any Wl]lful Vlolatlon of the proposed reqmre-
ments. .

* _® Prohibit any direct or indirect conflict of 1nterest
'by any elected or appointed county or mummpal .
official in connéction with the purchase and ‘manage-
ment of public insurance programs.

The. Oommlssmn ‘submitted the proposed leg1s1at10n to Senate
President Joseph P. Merlino of Trenton and Assembly Speaker
Christopher J. Jackman of West New. York, accompanied by letters -
from the S.C.1’s execative dlreotor, which stated in part:

 One of the 1979 amendments to the law creating this
,Comm@sszon demonstrated a legislative interest in
initiating ‘‘changes in or additions to existing pro-
wisions: of law required for the more effective admin-
istration and enforcement of the law” as a result of
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- 8.C.1. investigations. For this reason, the attached
“Bill to institute statutory reforms in cownty and

 municipal public insurance practices and procedures
is submitted to you with the hope that you will con-
sider it worthy of formal introduction and considera-
tion in the Assembly.

In addition, the Commission has urged the enact-
ment of bills already pending in the Legislature to
permit governmental entities to combine or pool for
imsurance purposes, to assure that governmental
entities can negotiate deductible Workers Compensa-
tion insurance contracts, and to permit state-created
authorities to purchase coverage direct from in-
surance companies, all of which would result in sav-
mygs to laxpayers. '

Concerning the attached bill draft, I am prepared on
behalf of the Commission to discuss in a positive way
any changes that you might suggest to improve its
structure and its prospects for legislative approval.

The Commission remains hopeful that this legislation will gain
the approval of the Legislature and the Governor.

Dental Care Law Recommendations

The Commission’s proposals for prohibiting further organized
criminal influence in certain areas of the dental care plan industry
were the first to be processed under requirements of the Legis-
lature’s 1979 amendments to the statute under which the S.C.L
operates. One new requirement was that the Commission’s trans-
mittal of its recommendations to the Governor and the Legislature
be made within 60 days after the conclusion of a public hearing
on the subject of such recommendations. Although its full report
was not yet completed, the Commission complied with this 60-day.

rule by the timely submission of its recommendations for amend-
ing a 1980 law designed to regulate the activities of dental care
plan organizations. Another new provision in the 8.C.I. law re-
quired that the Commission notify the prime sponsor of any
pending bill and the chairman of any standing committee consid-
ering such a bill that would be affected by its recommendations
prior to issuing them. Since the Commission’s recommendations
included a request for favorable action on a pending proposed
state version of the federal Racketeer Influenced and Corrupt
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Organizations  (RICO) law, timely notification of this action was
made by the S.C.1. to Assemblyman Martin -A. Herman of Wood-
bury as prime sponsor of the proposed State RICO Law and to
Senator William V. Musto of Union City as the chairman of the
Senate Judiciary Committee, where the Assembly-passed RICO
bill was under consideration. The State RICO bill subsequently
was approved by the Legislature and signed into law. -



52:9M-3. At the direction of the Governor or
by concurrent resolution of the Legislature the
Commission shall conduct investigations and
otherwise assist in connection with:

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

. The Llegislature’s consideration of
changes in or odditions to existing pro-
visions of law required for the more effec-
tive administration and enforcement of the
law .. L '

52:9M-4. At the direction or request of the
Legislature, of the Governor or of the head of
any department, hoard, bureau, commission,
auvthority or other agency created by the
State, or to which the State is a party, the
Commission shall investigate the manags-

ment or affairs of any such department, -

board, bureau, commission, authority or other
agency . ..*

* Excerpfs from S.C.. Law

THE GOVERNOR'S REQUESTS

» Truckers’ Allegations
» HFA Investigatiion
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THE GOVERNOR’S REQUESTS

Under its enabling statute the S.C.I. is required, at the direetion
of the Governor or of the Legislature, to conduet investigations in
connection with possible changes in existing law to achieve more
effective administration and enforcement. During 1980, the Com-
migsion ecompleted two separate 1nvest1gat10ns at the request of
Governor Byrne.

TrUCK UNLOADING ALLEGATIONS

The Commission in July, 1980, submitted to Grovernor Byrne its
findings in connection with allegations his office had received about
q1&stllggable unloading practices at truck terminals in New Jersey,
In a letter of transmittal, Chairman Lane noted that::

What problems have arisen as a result of lumping
practices were found fo be primarily econwomic n
nalure and intersiale in range and thus not such as to
warrant action at the execitive or legislative level in
this state. Therefore, our report concludes with a
recommendation for strict enforcement of and full
compliance with provisions for economically stabil-
izing the lumping process on an interstate basis n
recently enacted federal legislation and that this state
actively participate in a study of loading and unload-
ing practices under the new law by the 1.C.C.

The Commission’s report concluded with the following findings:
The Commission hag concluded that the abuses re-
ported to the Governor by the independent’ truckers

concerning lumplng activities in New Jersey are not
widespread or serious. Hence, they do not merit a
]eglslatwe or prosecutorial response at the sta,te
level in New Jersey: :

- Although complaints about lumping fees were fre-
quent, they primarily reflected economic concerns on
the part of the truckers. No extortionate practices or
exorbitant lumping fees were uncovered. In faet,
lumping fees that 8.C.1. agents witnessed being nego-



tiated or paid at unloading points Were almost
universally within an industry-wide range of $20-$50
for such tasks. S.C.I. investigators did encounter

+  truckers from time to time who reported instances of

unusually high lumping fees, more than $100, for

- example, to unload a truckload of watermelons, but - -

these were of a hearsay nature and could not he
validated.

As for lumping fees being “i:mposed” on trucker's,'
the investigation determined that a few of the larger
New Jersey terminals did require the utilization of *
lumpers, particularly for cargoes that exceeded a
specified quantity or weight. The reason for such com-

pany policy, to expedite the movement of fréight, isin - -

the Commission’s view a rational one. Such a lumping
requirement ig normally made known in advance to
‘shippers and truckers alike. -And in each case a
trucker had the option to seek out and hire a lumper
of his own. ehoosmg

' No evidence was found of gate fees or of attempted
or actual extortion of such fees from independent
truckers hauling frelght to the 32 terminals inspected
in this state.. While the same complaints. received by
the Governor also were voiced in the presence of the
Commission’s investigators, many such grievances
were found to stem from the truckers’ éxperiences in
other states, including New York Pe:nnsylvama,
Maryland and California.

This is not to say that the Oommzssmn found lump-
- ing conditions in this state to be free of imperfections.
“ To the contrary, the Commission was dismayed by the
disorganized nature of the process and by its potential
for generating more serloustrans_gresslons than pre-
sently exist. ' '

Many lumpers gave drivers fa,lse 1dent1ﬁcat10n data,
inceluding fictitious names and Secial Security num-
bers, for incorporation in lumping receipts. S.C.L
agents also encountered truckers who unloaded their
own cargoes but submitted false receipts for lumping
to shippers who had agreed to pay unloading charges.
Tt was impossible to ascertam the full extent of such
incidents.



‘The-allegations reported to the Governor and:re-
peated at various times to the_ Commission’s agents
generally coineided with the frustrations of inde-
pendent truckers coping with ‘extraordmary mnfla-
tionary pressutes. - In addition, such ' complaints
gained at least a superficial appearance of credibility
because of the general disarray in the lumpmg process
at most terminals.

) However, ‘since lumping as an industry-wide
practice is national in scope, what difficulties the
practice has generated can be resolved more appro-
priately by federal legislation and . by regulatory
action by the Interstate Commerce Commission,
rathet than by individnal states. California, appar-
ently the only state that has attempted to regulate the
process itself, enacted a law in 1978 that was designed
to promote the orderly marketing of farm products
by -establishing a pricing framework for unloading.
The preamble to this statute declares.that in some
California markets charges for unloading farm prod-
uets were -exorbitant. However, this law did, not
remove the drivers’ responsibility for unleoading but
only required that unloaders be registered and that
they be paid fees established by regulation. Under
California law, lumping fees are s1gn1ﬁcantly higher
than the average fees negotiated in New Jersey.

. During the Commission’s assessment of its investi-
gative findings, federal legislation designed to im-
prove the efficiency and competitiveness of trucking
industry operations began to make progress in the
Congress. Sinee this legislation contained provisions
for stabilizing loading and unloading practices, the
~Commission believed it could become the most-effec-
tive way to respond to truckers’ complaints about
_ln_mplng problems. :

As this report approaehed completlon the US.
Senate and House of Representatives coneurred in the
passage of the Motor Carrier Act of 1980 and sent
it to the White. House for the President’s -approval.
This. 83-page measure contained several pages of re-
qulrements 1espondmg on an mdustry Wlde bams to
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similar complaints with regard to lumping conditions
that independent truckers had voiced to the Governor '
and the Commission’s investigators.

These federal requirements included:

® Whenever a shipper or receiver of property
requires that any person who owns or operates
a motor vehicle transporting property in infer-
state commerce . . . be assisted in the loading or
unloading of such vehicle, the shipper or receiver
shall be responsible for providing such assistance
or shall compensate the owner or operator for all
costs associated with securing and compensating
the person or persons providing such assistance.

¢ The (Interstate Commerce) Commission .
shall require, by regulation, that any arrange-
ment between a motor earrier of property pro-
viding transportation subject to the jurisdiction
of the Commission . . . under whieh such other
person is to provide any portion of such trans-
portation by a motor vehicle not owned by the
carrier shall specify, in writing, who is respon-
sible for loading and unloading the property onto
and from the motor vehiele.

* A written contract between an owner or
operator of a motor vehicle and a broker, shipper
of property, or receiver of property which is
required to be used by the Commission under this
section shall specify the arrangements, ineluding
compensation, with respect to loading and un-.
loading of the property transported under such
contract. 'Whenever the shipper or receiver of
the property transported under such .contract
requires that the operator of the vehicle load or
unload any part of the property onto or from the
vehiele contrary to any provision of such contract,
the shipper or receiver shall eompensate the
owner or operator of the vehicle for all costs

“associated with loading or unloading that part of
* the property. Any person who knowingly violates
the preceding sentence is liable to the United
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~ States Government for a civil penalty of not more
- than $10,000 for each violation.

' The Commission shall prescribe, by regulation,
the minimum requirements and conditions of
written contracts required to be nsed under this
section. : S

¢ Tt shall be unlawful to coerce or attempt to
coerce any person providing transportation of
property by motor vehicle for compensation in
interstate commeree . . . to load or unload any
~part of such property onto or from such vehicle
or to employ or pay one or more persons to load
or unload any part of such property onto.or from
such vehiele, exeept that this subsection shall not
be construed as making unlawful any activity
which is not unlawful under the National Labor
Relations Aet or the . .. Norris-LaGuardia Act.

~* The Interstate Commerce Commission, in
consultation with the Secretary of Transporta-
-tion, the Secretary of Labor, the Secretary of
Agriculture, and representatives of independent .
owner-operators, the motor carrier industry,
shippers, receivers, consumers, and other inter-
ested persoms, shall study, and-report to-the
Congress, not later than 18 months after the date

- of enactment of this Act on loading and unload-
" ing praetices in the motor carrier of property
industry. Such report shall inelude (1) such
recommendations for legislative and other
changes in sumch practices as the Commission
considers appropriate, and (2) any changes in

such practices which the Commission is making
by regulation. T '

The new law, in addition to imposing fines of not
more than $10,000 for each violation of the stated
lumping requirements, additionally provides for im-
prisonment of not more than 2 years for violators
of prohibitions against coercion or attempts to coerce
in the loading and unloading proeess.

These sections of the Motor Carrier Aet not only
support the Commission’s conclusions that problems
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generated by loading and unleading-practices can
only be addressed on a nationwide basis, but also pro-
vide as noted for a thorough study of these practices
under the reviged statute within an, 18- month perlod

Recommendatzo'ns

® In view of the Commission’s findings, ‘its is con-
cluded that no legislative or regulatory action need be
taken by the State of New Jersey with regard to the
recorded complaints of independent truckers. Instead,
the Commission urges both strong enforcement of and
full compliance with new federal statutory require-
ments designed to .eliminate basic ‘industry-wide
problems generated by current practices.

. The Commission recommends that the Governor,
Legislature and independent truckers of New. J ersey
take an active, affirmative part in the study that new
féderal law requires the L.C.C. to conduet of loading
and unloading practices. The Commission is. prepared
to submit its investigative findings in full detail as well
as any desired supportive testlmony in oonnectlon
Wlth this reqmred L1.C.C. review.

INVEinGAi‘ION OF T.HE NEW JERSEY
HOUSING' FINANCE AGENCY

This report, the ﬁrst of two on the Commission’s inquiry into
the FL.F.A., has been published. Copies are avaﬂable upon request
at the Commlssmn 8 ofﬁce in Trenton
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52:9M-5. Upon request of the Attorney Gen-
eral, a county prosecutor or any other law
enforcement official, the Commission shall co-
operate with, advise and assist them in the
performance of their official . . . duties.*

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

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

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

* Excerpis from 5.CU, Law
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LAW ENFORCEMENT LIAISON
INTRODUCTION.

‘The Commission last year was contacted by telephone or mail
98 times for various types of assistance from couunty, state and
federal law enforcement agencies in New Jersev and from such
agencies in the states of Florida, Illinois, Maryland, Michigan, New
. Mexico, New York, Wasghington and Texas. These contaets gen-
erated 790 requests for specifie assigtance, according to data
recorded by Commission staff, and all requests were expedited.
Additionally, the Commission passed 12 resolutions in response to
formal requests for confidential Commission information from
various New Jersey law enforcement and regulatory agencies.
Several referrals of possible evidence of criminality were also
made pursuant to N. J. §. 4. 52:9M-8, of the S.C.Llaw. Investi-
gations with regard to these referrals are presently pending, -

LiatsoN WriTH THE ATTORNEY GENERAL S

- During 1980, the Commission eontinued its heightened and con-:
stant liaison with the Office of the Attorney General and various
components of the Department of Law and Public Safety. This
liaison was carried out through high-level meetings by the Com-
missioners with Attorney General John J. Degnan and ranking
members of his staff, and with  Degnan’s successor, James R.
Zazzali, Additionally, Commission supervisory personnel met on
a regular and ongoing basis with the staff of Hdwin II. Stier,
Director of the Division of Criminal Jusfice. Due to mutual in:
terests, additionally, the staff of the Commission and the staff of

the Attorney General’s office, particularly the Division of Criminal
Justice, met on literally scores of occasions during the course of
the year with regard to day-to-day act1v1t1es :

" One of the primary interests which the Commission seeks to
satisfy through- this particolar close liaison is the ereation and
mainfenance of a dialogue.-with the chief prosecutorlal office- in
the state so that the Commission can disecover and, in appropriate
cases, address broad-based problems in the area of eriminal justice
reform. A present ongoing Commission inquiry is a direct result
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of such Haison aﬁd, similar to the Commission’s absentee ballot
law investigation, will be reported upon by the Commisgion in the
future

“The Commission staff and the staff of the Attorney General’s
office continue to work on the produection of appropriate legislation
- resulting from public hearings and reports produeced by the Com-
misgion so that the best possﬂole legislative initiative will result.
Of particular note in this area at this time is the leglslatlon result-
ing from the Commission’s absentee ballot law hearings and pres-
ently pending legislation concerning the New Jersey State Med.lca,l
Exammer s office. _

LiatsoN Wita COUNTY PROSECUTORS .

The Commission takes pride in its inereasingly close relationship
with-all of New Jersey’s 21 county prosecutors and their staffs
that began with aetive investigative associations some years ago
in Atlantie, Burlington, Camden, Essex, Hudson, Passaic and Union
Counties. By 1979, this linkage between prosecutors and the S.C.L
had been extended to every county and is being constantly re-
affirmed as proseeutorla,l ehanges oceur in the various counties.

Tn addition to the continued eooperatlon prewously deseribed,
several Commission staff members have from time-to-time durmg
1980 been borrowed by the staff of various. county prosecutors for.
certain specific investigatory functions ranging from grand jury
testimony to the providing of specific accounting expertise. The
- Commission considers this activity an important facet in its overall

liaison with the county prosecutors ‘ :

REF’ERRAL'OF EVIDENCE

" As stated previously, the Commission s required by its enabling
statiite to refer matters to other agencies for mvestlgatlon and
prosecution, While many of these matters are ongoing at this time,
the case of Ralph Tomasulo, referred to the DlVlSlOIl of Cmmmal _
Justice in 1980, is discussed below.

The S.C.I’s mvestlga‘tmn of ‘New Jersey’s Housing Fmance
Ageney led to the referral of a eriminal matter to the Attorney
General’s office involving HFA vehiele ¢oordinator Tomasulo of
Trenton, who had aceepted kickbacks from various auto dealers
for steermg ageney purchases to them. These kickbacks, commonly
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known as “bird dog” fees, were paid to Tomasulo for influeneing
the purchases of cars for the agency from a certain dealer in the
Spring and Summer of 1980. After this matter was referred to
the Division of Criminal Justice, Tomasulo was indieted by the
State Grand Jury. He pled guilty to the indictment on September
24 1980. He was sentenced to a year’s probation, fined $1,000 and
ordered to make restitution of $8,000. o

INTERSTATE COOPERATION

_ The Commission is a member of various interstate organizations
of a formal and informal nature which relate to its work and con-
tinues to cooperate through these organizations with representa-
tives of other states on matters of mutual concern. Additionally,
the Commission received numerous requests for assistance. on
investigations from various law enforcement agencies throughout
the nation. The Commission, in fulfillment of its statutory duty
-and its recognition of the importance of cooperation among the
states in areas such as organized crime, fulfilled these requests
‘quickly and efficiently. Additionally, the Commission itself has
requested assistance from various other states on matters of
mutual coneern with particular relevance to organized crime and
racketeering,. - " ' '

During and subsequent to the Commission’s investigation of the
dental health care plans, the Commission received from and con-
veyed to outside law enforeement agencies significant information
concerning the methods of operation and individuals invelved in
infiltration of these plans by organized crime groups. Commission
personnel traded information with law enforcement agencies in
Washington, D. C., New York City, Buffalo, Detroit, Philadelphia,
Chicago and Cleveland. Since the Commission considers the prob-

lem of infiltration info such health care organizations to be multi-
faceted in design and national in scope, this ongoing liaison and
exchange of information was of particular significance to the
Commission’s work in 1980. The Commission has received infor-.
mation from several of these jurisdictions concerning their height-
ened interest in this area as a direet result of the Commission’s
public hearings. The Commission, in fact, has assisted presently
ongoing investigations in various other jurisdictions regarding
this current problem of organized crime infiltration.



NATIONAL ORGANIZATION OF INVESTIGATORY COMMISSIONS

- The S.C.I. continued its membership and activities in the Na-
tional Organization of Investigatory Commissions (NOIC) during
1980. NOIC was ereated in Princeton in 1978 when the New Jersey
S.C.L called five other gimilar state commissions into a conclave
to' consider the econcept of a national group. This national organi-
zation has as its primary purpose the interchange of information
concerning common problems and the maintenance of a dialogue on
policy and legal matters relevant to each of the members’ com-
missions.

"NOIO now has seven member. agencies. In addition to New
Jersey’s 8.C.I, they include investigative bodies from Hawaii,
Hlinois, Néw Mexico, New York, Penngylvania and West Virginia.

- During 1980 NOIC continued its project -of communicating with
the various other states in the country about the possible creation
of such an investigative body in those jurisdictions. Several state
legislatures are at this time considering statutory measures which
would create investigatory commissions in their jurisdietion.
Several states have asked for information from NOIC concerning
the overall concept. NOIC is continning to communicate and
correspond with these states in order to promote the concept of

independent, bipartisan State investigating agencies. .
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*52:9M-9. The Commission shall be authorized
to appoint and employ and at pleasure re-
move an Executive Director, Counsel, Investi-
gators, Accountants, and such other persons
as it may deem necessary, without regard to
Civil Service; and to determine their duties
and fix their salaries or compensation within
the amounts apprepriated therefor. Investiga-
tors and accountants appoinied by the Com-
mission shall be and have all the powers of
peace officers.®

* Excerpt from S.C.L Law
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COMMISSION ST AFF

StAary PERFORMANCE

. The Commission’s staff during 1980 consisted of 41 individuals,
including 6 lawyers, 6 accountants and 14 special agents. As in
previous years, the staff continued.to expand its professional
caliber by attending various law enforecement seminars and eon-
ferences and accredited edueational courses related to their work.

In addition to enrolling for appropriate lectures sponsored by
the Institute for Continuing Legal Edueation, S.C.I. lawyers
accepted invitations to speak or conduct panel discussions at pro-
fessional meetings and before citizen groups. All of the Commis-
sion’s counsel have had trial or investigative experience in actions
against organized crime. One came to the agency after serving as
an assistant county prosecutor.

The Commission’s accountants not only kept abreast of advances
in their field but also shared their knowledge and experience with
other law enforcement agencies, particularly in the area of white
collar crime and as lecturers at the New Jersey State Police

- Academy. The chief S.C.I. accountant’s paper on “The Accountant
as an Hxpert Witness” was accepted by the U.S. Department of
Justice’s Criminal Justice Reference Service as part of its biblio-
graphic data base. One staff accountant successfully completed
requirements for designation as a certified public aceountant,
bringing to two the number of CPAs on the staff. Four account-
ants hold Master of Business Administration postgraduate degrees
and another is a candidate for such a degree. Two of the S.C.I.
accountants are former veteran investigators for the U.S. Internal
Revenue Service.

Special courses and seminars on white collar erime, government
corruption, organized crime and other law enforcement problems
are also attended periodically by the Commission’s special agents.
In addition, the wide-ranging professional background of these
agents has been particularly helpful in the suceessful ecompletion
of the Commission’s unusually varied investigations. Collectively,
this background includes previous carcers or tours of duty with
the U.S. Justice Department, the U.S. Senate’s organized erime
investigations, the Federal Bureau of Investigation, the State
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Police, various county prosecutor’s offices, the Pennsylvania Crime
Commission, many municipal police departments, the NY-NJ
Waterfront Commission, a county sheriff’s department, and the
Military Police. One or another of the special agents periodically
presides at regularly scheduled meetings of delegates from ap-
proximately 40 federal, state, county and municipal law enforce-
ment agencies from a ﬁve state area. Thege meetmgs are designed’
to develop closer investigative liaison and to rev1ew laW enforce-
ment matters of mutual concern.

~ In additiony all staff members with SUpervisory obligations have
attended in-hounge training courses in managerial responsibi]ities
and are participating in contmumg programs in employer—
‘employee communications.
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52:9M-10. The Commission shall make an
annual report to the Governer and Legislature
which shail include its recommendations. The
Commission shall make such further interim
reports fo the Governor and Legislature, or
either thereof, as it shall deem advisable, or
as shall be required by the Governor or by
concurrent resolution of the legislature.®

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

* Excerpts from S.C.I Law
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- LIAISON WITH THE PUBLIC

PusLIC REPORTS

. Since its meeptlon the Commission has held a total of 22 publie
hearings on varlous law enforcement problems. These hearings
were conducted in acecordance with the Commission’s statufory .
mandate to publicly demonstrate wrongdoing uncovered by fact-
finding investigations. Each of these hearings was followed by a
public report to the Governor and the Legislature summarizing
investigative findings, reviewing hearing testimony and recom-
" mending legislative and regulatory reforms. Many of these recom-
mendations were implemented, as detailed in a summary of major
investigations in the Appendices Seetion of this annual report.
Tn addition, the Commission sinee 1969 also issued 12 public re-
ports on. mvestlga,tmns Whlch d1d not warrant a pubhe hea.rmg
procedure

~ A brief listing of these 34 pubhc actmns by the SCI durmg
the past decade 111ustra,tes the wide-ranging variety of allegations
‘and complaints that, by formal authorization of the Commission,
were subjected to the traditional process of probes, hearings and
public reports. In the organizeéd crime field, the Commission’s
continuing confrontation of high-ranking mob figures was high-
lighted by public hearings and reports on organized crime influence
in Loong Branch and Monmouth County (1970), organized crime
activities in Ocean County (1972), narcotics trafficking (1973), -
infiltration of legitimate businesses in Atlantic City (1977), and
organized crime ineursions in the dental health care industry
(1980). In addition, investigations in other law enforcement areas
that were subjected to both public hearings and reports included:

State cleaning- services’ abuses (1970), state building service
contractual irregularities (1970), Hudson County Mosquito Com-
mission corruption (1970), Jersey City waterfront land frauds
(1971), workers compensation misconduct (1973), misuse of sur-
plus federal property (1973), pseudo-charity solicitations (1974),
Lindenwold borough ecorruption (1974), medicaid-clinical labs
(1975), Middlesex land deals (1976), prison furlough abuses
(1976), medicaid nursing home schemes (1976-7), improper con-
duet by private schools for handicapped children (1978), absentee
ballot law transgressions (1978), and mishandling of public insur-
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ance programs (1979). Further, although no public hearings en-
sued, critical public reports and corrective recommendations
“followed the Commission’s investigations of the garbage industry
(1970), an Atlantic County embezzlement (1971), Stockton College
land deals (1972), the Attorney General’s office (1973), Middlesex
bank fraud (1973), conflicts of interest on the Delaware River Port
Authority (1974), medicaid nursing home cost reimbursements
(1975), medicaid “mills” (1976), casino control law problems
(1977), medlca,ld.hospltal problems (1977) and wrongful tax de-
ductions from public employees’ injury leave wages (1979). =

. As th1s annnal report went to-the printer, the Commission was
in the process of brmgmg add1t1onal mvestlgatlons to the pubhc
hearing stage. C

CITIZENS ASSISTANCE

Ag in past years, hardly a week passed in 1979 that the Com—
mission did not receive requests for investigative action, assistance
or advice from citizens of New J ersey. Commission records indi-
cate more than 250 such ecitizen contacts, mostly for the purpose of
ﬁhng complaints about law enforcement and other problems affect-
1ng them or their communities. The Commission staff’s discus-
sions and reviews of citizen complaints alone reqmred an average
of more than a half-hour per contact.

38



APPENDICES SECTION

* Resume, Results of
5. C. L, Investigations

+ §, C. |. Statute

Vil






ApPrENDIX 1

“ RESUME OF THE COMMISSION’S
MAJOR INVESTIGATIONS

This 15 a summary of the Comumission’s major in-
vestigations undertaken since Jume, 1969, when the
" 8.0.1. became staffed and operational. In describing
them as major investigations, it is meant that they re-
guired considerable time and effort and, where appro-
priate, resulted in a public hearing or a public repord,
Since these imguiries have been discussed fully in
separate reports or im previous annual reports or
in sections of this report, only a brief statement about
each — including subsequent results —is set forth,

1. ORGANIZED CRIME CONFRONTATIONS® .

Since the summer of 1969, the Commission has been issning
subpeenas for the appearance and testimony of individuals identi-
fied by law enforcement authorities as leaders or members of
organized crime families operating in New Jersey: This program.
. ‘has been part of the Commission’s continnous effort to increase
the storehouse of intelligence, mutually shared with law enforce-
ment agenoles about the status, modes and patterns of underworld
operations in this state. However, the need to penetrate the so-
‘called ‘“Oath of Silence’’, behind which organized crime figures
try to hide, has required the Commission to utilize every constitu-

‘tools is the power to grant immunity, following procedures that
‘are in striet accord with the protections laid down by law and the
judiciary. The Commission believes that, once witnesses have been
granted immunity against the use of their testimony or any leads
derived from such testimony, a proper balance has been struck
between protecting individual rights and the responsibility -of the
sta.te to safeguard the pubhc by learning as much as posmble about

b *See New Jersey State Commission of Inves'ugatlon, Annual Reports since 1969
See also Pp. 9-16 of this Annual Report. .
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the plans and strategies of the underworld. This philosophy and
approach have been approved by the highest state and federal
courts,

As pa‘rt of this program of confronfation, nine organized crime
fignres who were served with gubpenas elected to undergo extended
periods of court-ordered imprisonment for eivil contempt for re-
fusing to answer S. C.I.questions. In addition, certain organized
erime figures remain under S.C.I. subpeena for either continuing
or future testimony, including Simone Rizzo (Sam the Plumber)
DeCava.lcante, Carl (Pappy) Ippolito and Joseph Paterno. Among
the many organized erime figures known to have fled New Jersey
in an effort to avoid being served with S.C.I subpeenas are Anthony
(Tumae) Acceturo of Livingston, Emilio (The Count) Delio and
Paterno of Newark, Joseph (Demus) Covello of Belleville, John
(Johnny D) D1G1110 of Paramus, Tino Fiumara of Wyekoff, John
(Johnny Keys) Simone (murdered in Staten Island in September,
1980), and Ippolito. The attempt by a pumber of these to seek
alternate places of residence, primarily in South Florida, has been
interrupted from time to time by federal and state indietments
charging various eriminal violations.

As indicated above, nine organized erime figures chose to spend
prolonged periods of court-mandated incarceration on civil eon-
'tempt grounds because they refused to test1fy hefore the S.C.I.

.Of thege nine, four gamed release from Jaﬁ only after
agreeing to testify before the Commission. These four were
Angelo Bruno (murdered in Philadelphia in March, 1980),
Nicodemo (Lrttle Nicky) Scarfo, Anthony (Little Pussy) Russo
(murdered in Long Braneh in Apml 1979) and Nicholag Russo.
A fifth, Gerardo Catena, who had been imprisoned in March, 1970,
was. ordered released in 1975 by the New Jersey State Supreme
Court, which ruled that imprisonment had lost its coercive effect.
beca,use he had demonstrated a resolve never to testify. Similarly,
two others, Ralph (Blackie) Napoli and Louis (Bobby) Manna,
subsequently gained release after long periods of incareeration.
An eighth, John (Johnny Coca Cola) Lardiere, who had been
jailed since 1971 for refusing.to testify before the 8.C.1., was shot
to death in 1977 while on a court-ordered Easter furlough The
ninth, Joseph (Bayonne Joe) Zicarelli, is on temporary medical
furlough from jail. .

New. J ersey s former Attorney G‘reneral Hyla.nd who wag the
‘agency s first chairman, has observed: *‘. .. much has already :
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been done to eliminate — or at least to weaken — organized crime.
Much of the credit for that success belongs to the S.C.I. for its
efforts in seeking testimony from alleged organized crime figures
and for focusing the spotlight on, and thus alertmg the public to,
the problems associated with organized erime.’

2 . THE 'GARBAGE INDUSTRY*

- The Legislature in 1969 passed a resolutmn requesting the

: Ooummssmn to investigate the garbage industry and make recom-

mendations for poss1b1e corrective action at the state level. An
investigation was subsequently undertaken by the S.C.I. of certain
practices and procedures in that industry. The 1nvest1gat10n ended

with two Weeks of private hearings, conecluding in September, 1969.

A principal ﬁ%dmg of the Commission was that some garbage

industry trade associations discouraged competition, encouraged
collusive bidding, and preserved allocations of customers on a

territoriol basis. Unless the vice of customer allocation was

curbed by the state, the Commission concluded, many mumc@pahtzes

would continue to be faced with the problem of recewmg only one

bid for waste collection.

The Commission frecomme%ded legislative action leadmg to a

‘statewzde approach to regulating and policing of the garbage

industry. Specific recommendations were: Prohibit customer
territorial allocation, price fixing and. collusive bidding; provide
for licensing by the state (to the exclusion of municipal licenses)
of all waste collectors in New Jersey, and prohibit discrimination

‘in the use of privately owned waste disposal areas. State regula-

tion of the indusiry eveniuolly was enacted by the Legislature.

3 ORGANIZED CRIME IN MONMOU'I‘H COUNTY**

. The seashore clty of Long Bra,nch was iIn the late 19603 the
target of charges and disclosures abount the influence of organized
erime. One cha,rge was that an organized crime figure, Anthony

(Little Pussy) Russo, controlled the mayor and the city council.

Ofﬁcia,l reports indicat_ed mob ﬁgures were opera.ting in an atmo-

* See: New Jersey State Commission of Investigation, A Report Relating to the Garbage
Industry, Qctober 7, 1969.

i See New Jersey State Cormmssmn of Investlgatlon, 1970 Annual Report 1ssued

. February, 1971.
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sphere relatively secure from law enforcement.: The Commission
began an mvestigatlon in May, 1969, that culminated with pubhe
hearings in early 1970. Among the dlsclosures were:

That a Long Branch city manager was ousted from his 301) by

the city councll aftér he began taking counter-action against

organized crime’s influence; that Russo offered to get the city
manager’s job back for that same person if he would elqsg his eyes
to underworld influences and act as @& front for the mob; that
impending police raids on gambling establishments were being
leaked in time to prevent arrests despite the anti-gambling efforts
of an honest police chief who died in 1968, and that the next police
chief lacked the integrity and desire to 1nvest1crate organized crime
and stem-its influence. :

After the hearmgs, the z'f'respom@'ble' police chief resig'ned and .
the electorate voted in o new administration.

The Asbury Park Press commenied editorially that the Commis-
sion’s hearings did more good tham four previous grand jury
mvestigations., Also, the Commission’s special agents developed
detailed fiscal information and records relating to corporations
formed by Russo, information which was used by federal authori-
ties in oblaining a 1971 indictment of Russo on a charge of failure
to file corporate income taw returns. - He pleaded guilty to that
charge and received a three year Prison senteme Russo was
murdered in 1979.

© The Long Branch 111qu11'y extended to thé office of Momnouth
County’s then chief of county detectives. This probe determined
that a disproportionate share of authority had been vested in this
office. Twenty-four honurs aftér the Commission 1ssued subpoenas '
in Qctober, 1969, the ‘chief’ committed suicide.

Public hearings were held in late 1970. Testimony showed that
a confidential expense account supposedly used for nine years by
the chief of detectives to pay informants was not used for that
purpose and could not.be accounted for.. The testimony. also
‘detailed how that fund was solely eontrolled by the chief with no
‘county audit and no supervision by the county prosecutor. In fact,
the -county prosecutor testifted that he signed vouchers in blamk

The Commission after the hearing made o series of recommefnda-
tionsto reform the county. prosecutor system. A principal recom-
me%dwtm'm was for fu,H time pr osecutors and asszstants A state

42



in- the more populous counties of New Jersey. and additional
statutes: are. requiring  full-lime prosecutors in ceriain other
counties. Prior to the Commission’s probe, there were no full-time
county prosecutors in the state.

4.  THE STATE DIVISION OF PURCHASE AND PROPERTY*

- The Commission in February, 1970, began investigating charges'
of corrupt practices and procedures involving the State Division
of Purchase and Property and suppliers of state services. Public
hearirigs were held at which testimony showed payoffs to 'a state
buyer 1:0 get cleaning contracts for state buildings, rigging of bids
on state contracts, renewal of those contracts without bidding,
unsatisfactory performance of work called for under state con-
tracts, and illegal contractmcr of such Work :

After the. fwwestzgatww the stote Zmyer was dzswmssed ffrom hzs_
jOb -Records of the invesligation were turned over to the State
Attorney General’s Office which obtained an indictment charging
the buyer with misconduct in office. He plea,ded gmlty cmcl wWas.
ﬁned and placed on probation. -

- Thas mvest%gatwn et with immediate correctional steps by the
Division of Purchase and Property, which voluntarily changed
procedures to prevent recurrence of szmzlar 'mczdents

5. THE BUILDING SERVICES INDUSTRY**

The probe of the D1v1s1011 of Purehase a,nd Property brouo'ht to
the Commission’s attention antl-compehtwe and - other improper
practices and influences in the building semces mdustr'y Pubhc,
hearings were held in June, 1970, -

Testimony showed the existence of a trade o'rg'aniza.tloh deéld’néd '

to thwart competition by limiting free bidding and enterprise. The
hearings- also reévealed that a union official linked with organized
crime ﬁgures was the real power in the trade organization, and
that-coerced sales of certain- detergent cleaning products and im-
posmon of sweetheart contracts were sometimes the price of labor

# See New Jersey Sta,te Commission . of Investigation, 1970 Annual Report, issued
February, 1971.

*E 1SE;1 New Jersey;Commission - of “Investigation, - 1970 Annual -Report, issued. February,
9 .
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peace" The ‘inquiry-also revealed that a major organized ‘crime
figure in New J. ersey acted as an arblter of disputes between some
cleaning companies. - :

The Commission’s investigation of restmint-of—tmde and other
abusive practices in the building service and maintenance industry
aroused the interest of the United States Senate Commerce Com-
mittee. The committee invited the §.0.I. to testify at its 1972 public
hearinys on orgavized crime i interstate commerce. As a result of
that testimony, the Anti-Trust Division of the United States Justice
Departme%t with assistance from the S8.C L., launched an investiga-
tion into. an assoctation which allocated termtomes and customers
to warious member building service maimtenance companies in.
New Jersey. In May, 1974, a Federal Grand Jury indicted 12
companies and 17 officials for conspiring to shut out competition
m the md’ust'ry The companies were the same as those involved
w the S.C.I.’s publ@c hearings. Atitorney Roge'r L. Currier of the
Justice Department’s anti-trust division in Philadelphia, in coor-
dination with the U.S. Attorney’s office in New J ersey, brought the
entire ¢ase to a final conclusion on Oct. 25, 1977. On that date the
defendants ended the government’s civil actwn by agreeing fo a
comsent judgment stipulating they would abardon the practices
alleged against them.. Barlier, the govemment s criminal suit
against the defendants was completed in March, 1976, by which
time one company had pleaded guilty to the charges, the other
defendants pleaded no contest and fines totaling $233,000 were
levied. .

6 THE HUDSON COUNTY MosQurto COMMISSION™

Durmg 1970 the Commission received allegatmns of eerrupt-
practlees in the operation of the Hudson County Mosquito Hxter-
mination Commission, An investigation led to public hearings at
the close of 1970.

"The Mosqulto Commlesmn ] treasurer who was almost bllnd‘
testified that he signed checks and vouchers on direction from the
agency’s execntive director. The testimony also revealed shake—;
down. payments in connection with construction projects or
rights-of-way in ' the Hudson meadowlands, the existence of a
secret bank account, and kickback payments by contractors. and
suppliers under a fraudulent voucher scheme. .

F#Gee New Jersey Commission of Investigation, 1970 Annual Report, issued. February,
1971, . -
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One-result of this investigation was abolztww, of the Mosquito
Commission, an agency which served no valid function (md fwhose
annual budget was approaching the $500,000 mark.

Also after receiving S.C. I records of the mvestzgatwn, the
Hualscm County Prosecutor’s Office obtained conspiracy and
embezelement indictments against the Mosquito Commission’s
execulive director and his two sons. The executive director pleaded
guilty to embezslement and in June, 1972, was sentenced to two to
four years in prison. His sons pleaded gmltg to compzmcy cmd_
~ were fined $1,000 each '

7. MIiSAPPROPRIATION OF FUNDS IN ATLANTIC COUNTY¥

- The Commission in 1970 investigated the misappropriation of
$130,196 that came to light with the suicide of a purchasing agent.
in Atlantic County’s government. The Commission in December of
that year issued a detailed public report which ‘documented in
sworn testimony a violation of public trust and a breakdown in:
the use of the powers.of county government. The inquiry revealed
how that purchasing agent fraundulently diverted money to his
own use over a period of 13 years. The sworn testimony con-
firmed that for years prior to-1971; monthly appropriation sheets_
of many departments contained . 1rregular1tles traceable to the
purchasing agent but that no highly placed county official ever
tried to get a full explanation of those irregularities. The testimony
also disclosed that after county officials were first notified by the
bank about the false check endorsement part of the agent’s scheme,
an inadequate investigation was eonducted by some county officials.

Copies of the Commission’s report were sent to. F'reehalaler
Boards throughout the state for use as @ guide in preventing any.
further instances of similar. m@sappropmatwn of funds. As a result
of -fiscal irregularities uncovered in.its. probes.not only.of. Atlantic. .

County bul also of county agencies in Monmouth and Hudson.
counties, the Commission recommended that county and, municipal.
ouditors be mandated to exercise more respmsv,bil@ty for maintain-
ing integrity, with stress onm conmtinuous reviews of the mterml‘
controls af co'rmty and local govermzents

*See Report on Misappropriation of Public Funds, Atlant!c Counl-y, a Report by thc‘
. New Jersey State Commission of Investigation, December, 1971, - :
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8 DEVELOPMENT oy POINT BREEZE IN JERSEY CITY*

'The lands that lie along the Jersey Oﬁy wateifront are among
the most valuable and ecomomically important in the state. The
Commigsion in the Spring of 1971 investigated allegations of cor-
ruption and other irregularities in the development of the Point:
Breeze area of J ersey City’s waterfront as a containership port
and an industrial park. :

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

- T'wo bills implementing 8.C.1. recommendations from this probe
were enacted into law. One improved the urbon renewal process.
and the other tightened statutory pmfuisiom to prevent a purchaser
of publicly owned lands from receiving any port of the brokamge
fee attendant on such a purchase, :

In addition, the Commission referred probe records to prosecu-
torial authorities. A Hudson County Grand Jury returned an
indictment charging o former Jersey City building inspector with
extorting $1,200 from an official of the Port Jersey Corp. and
obtaining money under false pretenses., The inspector was con-
victed of obtaining money under false pretenses and ﬁmd $200 and
given a siz-month suspe%ded sentence.

9. TAcCTICS AND STRATEGIES OF ORGANIZED CRIME**

 Although not a ‘‘sworn’’ member of organized orime, THerbert
Gross, a former Lakewood hotel operafor and real estate man,
became during 1965-70 a virtual part of the mob through involve-
ment in numbers banks, shylock loan operations, cashing of stolen
securities and other activities. In order to shorten a State Prison -
term in 1971, Gross began in that year to ooopevate with govem-
mend: agencies, mcludmg the S.CL :

Gross’s testlmony dunng two days of public hearmgs by the‘
COmmls‘smn in Fehrua.ry, 1972, pmpomted the ruthless operations

*See New Iersey State Commission ot lnvesugatmn 1971 Annual . Report 1ssuec’£ )
March, 1972.

*% See New Jersey State Commission of Investigation, 1972 Annual Report, 1ssued
Febmary 1973
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of organized crime. figures in the Ocedn County area and their
ties. back to underworld bosses in Northern New Jersey and New
York City. His festimony and that of other witnesses detailed
how mobsters infiltrated a legitimate motel business in Liakewood.
A former restaurant concessionaire at that motel testified that
because of shylock loans arranged through an orgamzed erime
association, he lost assets of about $60,000 in six months. - '

- Records of this tmvestigation were made available to federal
authorities who subsequently obtained om ewtortion-comspiracy
“indictment against wine organized, crime figures relative to a shfy'—
lock loam dispute which culminated with am underworld “‘ sitdown’

or trial. New Jersey law enforcement officials testified at the 8.C.1.
hearings that the public exposure afforded by those sessions demon-
strated the need for continually active vigilance against organized
erime, perticularly in rapidly developing areas. =

10. PROPERTY PURCHASES IN ATELANTIC COUNTY*

The Commission diring 1971 received mformatmn that the
State may have overpaid for the site of the Stockton State College
in Galloway Township, Atlantic County. Subsequent field investi-
gations ‘and private hearings extending info 1972 showed that
payment of $924 an acre for a key 595-acre tract was indeed
‘excegsive. : : L .

. Substantially the same acreage had been sold only nine months
earlier by two corporations headed by some Atlantic City business-
men to a New York City-based land purchasing group for $475
per acre, which was about double the per acre price of two
comparable large-tract sales in the Galloway area. The Commis-
sion in a public’ report in June, 1972, cited two critical flaws as
leading to excessive overpavment for the land by the stite: Im-
adequate and misleading appralsals of land that had recently
changed hands at a premium price, and a lack of expertise and safe-
guards in State Division of Purchase and Property pTooedures to
“discover and correct the appraisal problems

~ "The report .stfressed a number of. recomme%da,twns to insure
that the Division would in the fuiure detect and correct faults
in appraisals. Key recommendatwns were post- appraisal remews

% See Report and Recommendatmns on Property Purchase Practices of the Dw:s:on of
. Purchase and Property, a: Report by the New Jersey Comnussmn of. Investlgatzon,
issued June, 1972, o o . .
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by qualified experts awd strict -pre-qualification  of - appraisérs
before being listed- as eligible to work for the state. The recom-
mendations were prompily zmplemem‘ed by the Division.

.11.— BANK FRAUD IN MIDDLESEX COUNTY* :

Investigative activities during 1971 in Middlesex County dlrected
the Commission’s attention.to Santo R. Santisi, then president
of the Middlesex County Bank, which he founded. A full-scale
probe by the Commission’s special agents and special agents/a.c—-
countants concentrated on Sa.nrtlsl—eontrolled corporations, in par-
ticular the Otnas Holding Company.

" The probe uncovered schemes by Santisi and his entourage for
the use of publicly invested funds in Otnas solely for their own
personal gain, apparently illicit public gale of stock withomt- the
required state registration and misapplication by Santisi of
hundreds of thousands of dollars of funds of the Middlesex County
Bank. Those funds were ‘‘loaned’’ to members of the Santisi
group who. either personally or through their corporations acted
as conduits o divert the money for the  benefit of Santlsl and some
of his corporatmns

Duyring the ﬁrst qua’rtefr of 1972 the C‘ommzssw% completed
private hearings in this investigation but deferred planned public
hearings at the request of bank emawiners who expressed fears
about the impact of adverse publicity on the bank’s financial health.
Instead, the 8.C.I. referred data from this investigation to federal
autkomtws_ who obtained indictments of Santisi and several of his
cohorts on charges involving the wmisapplied bank funds. All
pleaded guilty. Sanmtisi was sentenced o three years in Prisom.
One of his associates was senlenced to a year in prison and two
others recewed suspended sentences.

12. THE OFFICE OF THE ATTORNEY GENERAL**

Tn the summer of 1972 the Corxm:ussmn was requested by bhe
then Attorney General of New Jersey, George F. Kugler, Jr., to
investigate his office’s handling of the case of Paul J Sherwm,
the Secretary of State who was conwcted on a eonsplraey indict-

*S;;s New Iersey Comrrussmn of Investlgatmn 1972 Annua.l Repor’c, 1ssued February,

% See Report on’ Invest1gatton of the Ofﬁce of the Attorney General of New Jersey, A
Report by New Jersey State Commission of Invest:ge.tlon issued - January, 1973.
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~ ment in-connection with a campaign eontribution made by a -con-
tractor who had bid on a state highway contract. The request
triggered an investigation which extended into early 1973. The
Commission took from 22 witnesses sworn testimony consisting
of more than 1,300 pages of transeripts and also introduced exhibits
consisting of more than 300 pages. The Commission, by unanimous
Tesolution, issued in 1973 a 1,600-page report which was forwarded
to the Governor and the Legislature and to all news media. Johm
J. Francis, the retired Associate Justice of the New Jersey
Supreme Court, served without compensation as Special Counsel
to the Commission in the investigation. . .

A primary conclusion of the report which climazed this inquiry ~—

a report which made public all recorded testimony and exhibits —
was that “we. find no reliable evidence whatever to reasonably
justify a conclusion that Attorney General Kugler was derelict in
his law enforcement obligations.” The report also attacked certain
types of political campaign contributions as a ‘‘malignant cancer
in the blood stream of our political life’’ and urged the prohibition
of such contributions to public officials by those aspwmg for gov-
ermnental contmcts

13. Tue WorKERS' COMPENSATION SYSTEM*

New Jersey’s system for compensating individuals for employ—
ment injuries became during the early 1970s the object of intense
scrutmy In addition to evidence and statisties mdlcatmg faults
in the system, there were persistent published reports that
irregularities, abuses and illegalities were being ignored or con-
doned. Mounting complaints led the State Commissioner of Liabor
and Industry to request an investigation. That task, which was
undertaken by the 8.C.I., was one of the agency’s most comprehen-
sive mqmrles The facts as presented af mine days of public
hearings in Trenton in May—J une, 1973, documented abuses which

ineluded unwarranted compensation claims, lavish gift-giving and
entertaining, questionable conduct by some judges, and the use by
some law firms of favored heat-treating doctors or “house doctors’’
‘who inflated claims by bﬂl—paddmg _ L

~ds a result of the mve.stzgatwn, three Judges of Compensatzon
‘were given disciplinary suspenswns, with one of them eventually

% See Fmal Report and’ Recommendatlons on the Imrestlgat:on of the Workmen s Com-

pensation System, a Report by the New Jersey State Commission” of Investigation,
Janunary, 1974, .
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being dismissed from office by the Governor.  After referral of
data n this probe to.prosecutorial authorities, an Essex County
Grand Jury during 1975 indicted two partners of a law firm and.
the firm’s business manager on charges of conspiracy and obiain-
ing money under false pretenses in conmection with the alleged
heat-treatment, bill-padding scheme exposed at the §.C.1.7s public
hearings. Also, the Waterfront Commission of New York Harbor
used the imestiqative techniques and methodology established by
the S.C.I. in this mwsfagatw'n to uncover wzdespread Wo'rkme/n s
‘Compensation. frauds wmvol: umg dfock workers.

The Commission made more than a score of proposed law
changes to the Legislature. - One recommended measure, to stifle
‘bill-padding ond related wmalpractices, became law but a full-
fledged effort to emact wide-ranging revisions did mot actually
begin until after the introduction of major proposed reform bills
in 1978 by Senate President Joseph P. Merlino, Senators Anthony
‘Seardino, Jr., and Eugene J. Bedell cmd Assemblymm Joseph
D. Patero

14. Misuse or SCHOOL PROPERTY IN PAssAic COUNTY*

A citizen’s con'iplamt received in Janunary, 1973, prompted.the
Commission to inquire into the handling and distribution by the
State of federal surplus property dona,ted for use in schools and
other institutions as well as questionable transactions at the
Passaic County Voeational and Technical High School in Wayne.
The investigation was capped by five days of public hearmws af
the Passaic County Courthouse in Paterson.

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

_*Bec New Jersey State Commlssmn of Invesngatmn Annual Repurt for 1973, lssuf:d,
) mMarch, 74 R . )
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‘This investigation led to §.C.1. recommendations for administra-
tive corrective steps to establish an efficient program of state
distribution of the surplus property and for improved procedures
for-school boards in overseeing purchasing practices.. The State
Board: of Education relayed -the S.C.I. recommendations to oll

school boards in the state with instructions to be guided by them.

Further after referral of data from this probe to the State
Criminal Justice Division, o State Grand Jury indicted Alew
Smollock, the school’s manager and purchasing agent, on charges
of taking nearly $40,000 in kickbacks. He was convicted of nine
counts of accepting bribes and was sentenced to one o three yedrs
wn state prison and fined $9,000. Superior Court Appellate Division
early in 1977 upheld Smollock’s conviction. Later, in March, 1977, -
in o civil swit by Passaic County freeholders ond the Technical-
Vocational High School, Smollock was ordered by Superior Court
to return salary he received during suspension from school duties
a8 well as the bribe money. In February, 1978, he agreed under g
Superior Court seltlement to repay the county more than $50,000
in 60 installments during a five- yeafr period upot completwﬂ of his’
:pmson term. . . ‘

715. THE DRUG TRAFFIC AND Law ENFORCEMENT -~

Narcotms a,nd their relatlonslup to. law enforcement in New
Jersey are a natural area of concern for the Commission, since the
huge profits to be made from illicit narcotics. trafﬁckmg are an
'obmous lure to criminal elements. As a result of an mcrease
in the S.C.L% intelligence gathering duran' 1973 relative to
narcotics, the Commission -obtained considerable mformatmn
,conoermng certain criminal elements in Northern New Jersey. A
subsequent investigation produced a mass of detail about drug

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

involvement in heroin and cocaine .transactions in North Jersey,
- marked by.accounts of a killing and an attempt by erime figures to
persuade a witness to-commit murder Federal, state and county
authorities testified about the international, interstate and. intra-
state flow of heroin and cocaine and problems of law enforeement
';units responsible for the fight against illicit narcoties diStribution

*Se< New: ]ersey Sta,te Commlssxon of Invesngatmn, Annual Report for 1973 15sued
-.in:March, 1974;; . :



. Due to a combination of a reliable informant. and an extensive
follow-up investigation by 8.C.I. agents, this probe had. significant
collateral results, These included the solving of a gangland style
slaying case and the busting of a stolen jewelry fencing ring and o
‘crime federation burglary ring of more than 30 individuals. - Both
the Essex County (N. J.) Prosecutor and the Lackawanna County
(Pa.) District Attorney complimented the S8.C.I. for referrals of
probe data and_otherwise.aiding low enforcement. The hearings
also generated S.C.I. recommendations for an zmproved law en-
forcement attack on narcotics distribution and. for revisions of the
narcotics law, including sterner penalties for non-addict pushers.

16.  PSEUDG-CHARITABLE FUND-RAISING APPEALS¥ -

A growing number of companies were established in New Jersey
to sell by telephone exorbltantly high-priced honsehold produets,
principally light bulbs, in the name of allegedly handicapped
workers, Although differént in age, size and some operating
procedures, all created an illusion of charitable works for the
handicapped through telephonic sales presentations which stressed
references to “handicaps” or ‘‘the handicapped.”” Consumers by
the hundreds, outraged upon learning they had been duped into
thinking these profit-oriented busmesses were charities, reglstered
complaints with the State Division of Consumer Aﬁaus "That
Division sought a full 8.C.1. mvestlgatlon of these psendo-charities
becanse of the broader purview of the Commission’s statute, the
Commission’s mvestlgatlve record and its publie exposure powers

" Facts put into the- pubhc record at hearings held by the_. S.C.L,
in June, 1974, included: That people were willing to pay high
prices of as much as 1,100 per cent above cost only becanse tele—
phone solicitors gave the illusion they were aiding a charity; that
some companies used healthy solicitors who claimed they were
handicapped to induce sales; that solicitors, handicapped or not,
were subject to prompt dlsmlssal if they d1d not produce enough
sales to assure a profit for the owners; that an owner of one com-
pany received a total of more than $1 million in four years from'the
‘business ; that authentically handicapped solicitors could be harmed
by hawng to constantly dwell on their ailments in order to induce
gales, and that psendo-charitable appeals drained off millions of

i ¥.5ee Final -Report and. Recommendat:ons on the: Investigation of Proﬁt Orlented
Companies Operating in a Psendo-Charitable Manner, a Report by 'the .New Jérsey
State Commission of Investigation, September, 1974
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dollars each year tha.t otherwise could be tapped by authentlc
charities, -

Access to data from this mvestzgatwn-was offered to federal
‘officials both during the probe and immediately after the public
hearings. Subsequently, the owner of one of the profit-making
companies identified at the 8.C.1.’s hearings and the sales manager
of another company were charged with fraud by federal author-~
ities. Both pleaded guilty.

- A number of bills to implement 8.C.I. 'recommendatzons in the
charitable fund-raising field were introduced in the Legislature,
- In April, 1977, Governor Brendan T. Byrne signed into law a bill
to require authomzatwn by the Attorney General before corpora-
tions cam identify themselves as fumd raisers for the ‘‘handi-
capped’® or the ‘““blind.”’  Another bill, to require professional
fund raisers to provide financial reports to the Attorney General,
also cleared the Legislature and was swgfned wmito low by the
Governor on December 15, 1977.

17. THE DELAWARE RIVER PORT AUTHORITY®

' The State Executive Commission on Hthical Standards during
1974 requested the S.0.1.’s assistance in investigating allegations
of possible conflicts of interest of Ralph Cornell, then the Chairman
of the Delaware River Port Aunthority. He had been a commis-
~ siomer of that Aunthority since its inception in 1951. The reason for
the request, as stated by the Ethics Commission, was that ““the
State Commission of Investigation is better equipped in terms of
personnel, resources and operating procedures to conduct this
inguiry.”’ .

The investigation involved the analysis of a virtual mountain
of books and records of the Authority, corporations and banks in
order to expose certain business relationships relative to subeon-

tracting work done on Authority projects; After holding private -
hearings on 14 oceasions from March through August of 1974, the
Commission issued a comprehensive publie report on this inquiry
and sent it-to the Governor and the Ethical Standards Commission,
appropriately leaving to that Commission the final judgments on
the. full factnal picture presented by the report. The Attorney
Geperal’s Office also was given copies. of the report. '

- *See Report on the Compatibility of the Interests of Mr. Ralph Cornell, Chairman of
~ the Delawate Rivei Port Authority, a Report by thé New Jérsey State Commxssxon
of Investigation, October, 1974
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.= The principal facts developed by the S.C.L’ investigation were
that Mr. Cornell’s Cornell & Company had received substantial in-
come for work performed on-Port Authority projects on a sub-
contracting and sub-subeontracting basis while other companies
were hsted in the Authority’s records as the subcontractors with no
listing of Cornell & Company in those documents; that he was the
recipient of substantial dividend payments as. a major stockholder
in the insurance company which was the New Jersey broker-for the
insurance needs of the Authority, and that as an investor in lands
subject to value enhancement by proximify to existing or proposed
Authority projects, Mr, Cornell had received more than $1.9 million
i unadjusted profits. The report stated, however, that the probe
found no evidence of Mr. Cornell making land purchases on the
‘basis of ‘“insider information’’ and that the purchases could have
been ' made by any well mformed citizen with substantial monetary
resources.

In October, 1977 the Delaware River Port Authorzty agfreed to
accept a payme%t of 350,666 by Mr. Cornell as a repayment of
profits some of his firms made on Authority projects. The settle-
- ment represented a compromise of the Authority’s claim that the
profits amounted to §64,330 and Mr. Cornell’s claim that they were
337,004.. Port Authority counsel said the settlement was accepted
~ to awoid “‘extensive ewpensive litigation.”” Cornell’s counsel em-

phasized that the settlement was not to be regarded as an admission
.of liability. Mr, Comell who was absolved of any criminal wrong-
doing by the state i 1975, was not reappointed to the Authomty
whe% his term expired in J afnuary, 1975,

_18 THE GOVERNMENT OF LINDENWOLD¥* . .

A citizen’s letter alleging dbuses in the oovernment of the
Borough of Lindenwold, a rapidly developed suburban community
in Gamden County, was received by the Commission in the latter
part of 1973. One of the letter_ 8 signatories, a former Borough
Councilman in Lindenwold, in a subsequent interview with S:C.1.
special agents; told not only of abuses concerning ethical standards
but also of official corruption. He brought with him tothe S.C.L.’s-
office $5,000 he received, but never spent, as his share of’ pa,yoﬁs
made for votes favorabls to Tand development projects.

*See New Te ersey State Commlssmn of Investlgatlon 1974- Annual Report 1ssued in
March,-1975; .
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- During 1974 the Commission obtained substantial corroboration
of this man’s story of amorality in the Borough’s government in
a lengthy probe involving full use of the Commission subpena and
witness immunity powers and its investigative and accountmg
background. At three days of public hearings in Trenton in
December, 1974, the Commission heard testlmony supported by
numerous exhﬂ:nts that $198,500 had been paid by land developers
to Lindenwold public officials in return for favorable treatment and
-eooperation of the Borough government, that a Borough official
and a county official had accepted substantlal amounts of cash from
companies owning land subject to the officials’ regulation, and that.
Lindenwold public officials used strawmen to mask their purchases
01' properties which were offered for sale by the Borough.

: The publw disclosure of what the Commission called ““the.
democratic process of local government operaling at ils worst’’
sounded a warning lo communities throughout New Jersey. The
principal §.C.I. recommendation stemming from this hearing was
for enactment of a tough conflict of interest law to apply uniformly
on ¢ statewide basis to all county and municipal officials. Legisla-
tion meeting the 8.C.1.’s standards is pending in the Legislature.

The 8.C.1. referred the Lindemwold probe records to the Criminal -
Justice Division which obtained State Grand Jury indictments in
1975. Former Mayor William J. McDade and real estate developer
John Piper pleaded guilty to bribery and conspiracy charges on
September 26, 1977, as their trial was scheduled to start. Former
Councilman Arthur W. Scheid was found guilty on three counts
and former Councilman Dominic Strawieri was found guilty on
two counts after their trial concluded October 5, 1977.

19. LAND AQQUISITION BY MiDDLESEX COUNTY*

~The Commission received a series of citizens’ complaints during

County government for purchase of certain lands for park purposes
- under the State’s Green-Acres program. A preliminary inguiry
by the Commission indicated that overpayments had occurred and
that faulty real estaie appraisals and insuflicient review of those
appra,lsals by the County’s Land Acquisition Department and
by the State’s Green Acres unit were at the root of the problem.
Aeeordmgly, the COIHI[].‘LSSIOII authorized a full-scale investigation

*See New Ie;sey State -Commission ‘of Invest:gahon, Annual Report for 1975.
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of the County’s land acquisition procedures and related Green
Acres’ program practices. Public hearings were held in Trenrton
in J ANuAry, 1976.

This mvestlgatlon, aided by two of the most respected post--
appraisal reviewers in the State, determined that the County did
overpay by some 100 per cent above fair market value for certain
pareels of land in the Ambrose and Doty’s brooks area of Piscata-
way Township. Both experts found that the appraisals made for

- each of the parcels overstated the value of the lands, largely because
of failure to aceount adequately for physical deficiencies in terrain.
The investigation determined that the Administrator of the
County’s Land Acquisition Department had approved the land
purchase prices with virtual rubber stamp consent from the Board
of Freeholders. The Administrator not only constantly solicited
a stream of politieal contributions from the appraisers doing
business with the County but also, according to the sworn festimony
of two of those appraisers, solicited such payments from the two
at a time when they were being awarded appraisal work for the
County by the Administrator. Additional testimony at the hearings
indieated serions deficiencies and confusion in the appraisal review
funection of the State Green Acres program, which supplies match-
ing funds for county and local land purchases for park purposes.

“As @ result of the 8.C.1.°s exposures in this investigation, the
Adwministrator of the County’s Land Acgquisition Department was
suspended from his post, and the County government moved to
institute a more stringent process of checks and balances on land
acquisition procedures. Even before the 8.C.1. completed its 1976
hearings, arrangements were being formalized voluntarily by state
officials, alerted by the Commission’s findings, for the transfer of
the Green Acres appraisal and post-appraisal review and control
system from the Department of Environmental Protection to the
Department of Transportation — one of many general and tech-
nical recommendations by the Commission that were implemented
as a result of the inguiry. In addition, data from the S8.C.I. mvesm-
gation was referred to prosecutorial authorities. :

‘The Middlesex Grand Jury inwvestigated the condict of the
Middlesex Coumnty Land Acquisition Department and its former
Adminstrator as a result of allegations raised during public hear-
ings by the S.C.I. On September 27, 1976, the Grand Jury returned
a presentment in which it said that while it found “no provable
affirmative criminal act’’ by the Admzmstmtor, ‘4t does feel that
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his actions in that capacity indicated an’ insuflicient expertise and
lack of concern to perform his office in the best interests of the
citizens of Middlesex County.”” The Grand Jury also moted that
he solicited and collected political contributions from the same
people with whom he dealt as departmental-administrator.

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

20. PRE-PAROLE RELEASE IN THE PRISONS*

The Commission during 1974 and 1975 received complaints 'alleg'—
ing abuses of the pre- parole release programs of New Jersey’s
correctional system. The programs, aimed at the worthy goal of
re-introducing inmates to society, included furloughs work releases,
education releases and community releases. Lengthy prehmlnary
mqulnes to evaluate the complaints indicated clearly to the Com-
mission that the effectiveness and goals of the programs were bemg
sibverted by gross misconduct attributable to Weak:nesses in the
operatmn and supervision of the programs. S

Accordmgly, the Oon:umsswn by resolution in September, 1975'
amthorized a full investigation. The probe extended into 1976,
with public hearings being held during May and June of 1976.
,,,,,Prmclpal dlsclosures at. the ‘hearings included:

* Falsification of furlough and ‘other types of a,p-' B
plications to gain premature entry into the release--. -
programs. . S

| ~* Hstablishment of favored status for some mmates
and a resulting system of bartering for favors, mclud— :
ing moneta,ry exchanges among inmates.

* See New Jerse_v State Comm:ssmn of Invesugauon Elghth Armual Report, 1ssued m
A pril, 1977,
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* ®* The ease ‘with- which work, educational and other.
releases could be ripped off because of ‘insufficient . "
.supervision in hands of the inmates themselves '

* The intrusion of a ba.rter for-favors system for the
transfer of inmates from one to another of the varlous
penal 1nst1tut10ns

As the Comm,zsqw% stated publwly, its prabe tmd hearmqs were
aided substantially by Awn Klein, the former Commissioner of:
Institutions and Agencies who became Commissioner. of Human,
Services, and by Robert J. Mulcohy, 3d, the former Deputy Com- .
missioner of Institutions who, as the ﬁfr.s't Commissioner of a new.
State Department of Corrections, initiated major reforms of prison,
furlough procedu’res These changes included eliminalion of
immate supervision of the furlough program and the provision. of
fumds for non-inmaie contrel of it, as the Commission had recom-
mended, Mr. Mulcahy, who became Chief of Staff to Governor
Byrne, later commented to a news reporter: ““The S.C.I. mvesta,ga-
tion was a high-class, highly professional job. It was done in a
positive fashion. The effect was really to help the department
correct p?"oblems rather than simply expose them,” '

- In addition to these refowns‘ that followed the Commission’ s_
mqmry into furlough abuses in the prisons, a series of indictments
and arrests resulted after the Commission referred its facts and
public hearings tramscripts to the Attorney General and other
appmpmate pfrosecutmg authorities,

. The Attorney: General anmounced i January, 1977, the indict-
ment by the State Grand Jury of five fo'rmer inmates of Leesburg
State Prison on charges of escape in conmection with alleged
fraudulent obtaining of furloughs from the prison. "The then
Criminal Justice Diviston Director Robert J. Del Tufo said the
indictments charged the five defendants ““bought”’ furloughs from
fellow inmates who had been utilized as clerks by the prison s ystem
to process forms, records and other paper work that enabled
inmates to qualify for furloughs.

The State Grand Jury also indicted a since- dzsmzssed clerk of
Trenton State Prison for false swearing and perjury as a result
of her testimony on prison furlough abuses during the Commis-
sion’s private and public hearings. “A glaring abuse involving the
ex-clerk was. the utilization of a bogus court opinion to obiain a
substcmtml reduction in the ‘prisow sentence-—and therefore, ‘the
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premature release—of one inmate, Patrick Pizuto, known to law
enforcement authorities as an underling of the late Anthony (Little:
Pussy) Russo, ¢ seashore mob figure. This disclosure af the
S8.0.1.°s hearing led to the immediate reincarceration of Pisuto,
who was subsequently indicted for murder and .on federal bank
fraud charges. On December 8, 1977, Superior Court Appellate.
Division dismissed as moot Pizuto’s appeal from his reincorcera-
tion. Pizuto subsequently became an wmformant for law enforce-
ment authorities investigating underworld crimes and is wn the
federal witness protection program. -

21. THE NEwW JERSEY MEDICAID PROGRAM*

In December of 1974 Governor Brendan T. Byrne requested the
State Conmmission of Investigation to conduct an evaluation of
New Jersey’s system of Medicaid reimbursement. Also, at that
time, the New Jersey Attorney (teneral’s office announced that it:
was prolnng the alleged interests of Dr. Bernard Bergman in New:
Jersey nursing homes Later, that office set up a special section of
its Enforcement Burean to deal specifically with eriminal activities
and fraud in the area of reimbursement to nursing homes and other
providers, & unit which has obtained many indietments. In January,
1975, the Governor announced the formation of a cabinet-level
committee to study the problems of Medicaid reimbursement for:
nursing home care. That committee issued its report.on November
13, 1975, and certain recommendations relating to property costs
reimbursement reiterated suggestions initially made in 1975 in the
R8.C.I1.’s first report on nursging home reimbursement. The New:
Jersey Legislature also created a committee to examine nursing-
homes in January of 1975. That committee, chaired by then Senator
- John Fay of Middlesex County, examined the quality of care in
New Jersey nursing homes receiving Medloald rennbursement a,nd'
other aspects of the program.

" The extent to whmh this $400 mﬂhon—a—year program of health
care for the poor was tmder simultancons investigation by the
Commission and various other agencies indicated bobh the com-
plexities of the various functions involved and the degree to which
they were misused and abused at great public cost. g

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

* See New jersey State Cormnission of Investiga’rion 1975, 1976 and 1977 Annual Reports.
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patfern based on the premise, later substantiated, that the social
and financial cost of apparent widespread exploitation of the huge
health care delivery system would warrant urgent interim statu-
tory and regulatory correction. A chrorological charting of the
entire investigation shows the Commission took the following.
pubhc steps:

* Nvursineg Homes—An initial pubhc report by the S.CI. on
April 3,1975, exposed serious flaws in the rental and related phases
of NeW J ersey’s method of property cost reimbursements of Medi-
caid-participating nursing homes, one critical conclusion of which
was that inflated reimbursement schedules allowed unconscionably
inflated profifs to greedy entrepreneurs at heavy cost fo taxpayers.

* Crinicsan Liasorarorres—A formal publie S.C.I. pronouncement
on April 23, 1975, detailed dangerously poor conditions and pro-
cedures in certain indépendent clinical laborafories and recom-
mended swift legislative enactment of a pending remedial measure.
Subsequently the Legislature approved and the Governor signed
the highly effective Clinical Laboratories Act.

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

* Nursine Homrs* mr"he final 8.C.1. dissection of nursing home
property cost reimbursement under Medicaid provisions em-
phasized =o-called ‘‘money free’’ plucking by unserupulons -
operators through facility selling-financing-leasing-back schemes
that exeesswely ballooned the value of the facilities., A two-day
public hearing in October, 1976, corroborated the gross abuses
revealed in the S.C.L’s inquiries into the nursing home property
cost reimbursement system phase of its Medicaid inquiry. -

* See New Jersey State Commission of Infestigation, Amwual Report for 1975,
** See New Jersey State Commission of Investigation, Annual Report for 1976.
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. '» “Muprcam Mirs”*—How some doctors, dentists and pharma-
cists corrupted the system was dramatized by the Commission’s
exposé of over-billing and over-utilization practices that bared a
loophole potential for far wider abuse of the Medicaid system.

* Meprcamn Hosprrars**—Utilizing its staff of accountant-agents,
an S.C.I. team made an in-depth assessment of the emerging
rate-regulating and Medicaid reimbursement process affecting -
hospitals with substantial Medicaid in-patient care. This was done
to determine the adequacy, if any, of fiscal controls by supervisory
public agencies to insure the system’s efficiency, economy and
integrity. Such an unusually complex analysis of methods of
controlling hospital costs was vital becaunse of the huge impact of
such costs on the Medicaid program, '

A number of statutory and regulatory steps were taken in re-
sponse to the revelations of abuses and exploitation of the Medicuid
system following—and cven during—the Commission’s investiga-
tions, interim reports and public hearings. These actions included
the Legislature’s enactment of a New Jersey Clinical Labotatory
Improvement Act, as well as a law increasing mazimum penallies
for bilking the Medicaid program through overbilling and false
billing. : '

. Many éf the Commission’s recommendations were expeditiously
adopted by the Division of Medical Assistance and Health Services
as a result of the 8.C.1 s clinical laboratory hearings.

The nflated fee schedule — which facilitated the making of
financial inducement type payments from some laboratories to
their physician customers — was reduced 40 per cent. Language
in the program laboratory manual was tightened to clearly pro-
seribe the practice by which small laboratories subcontracted par-
ticular tests to large reference facilities and then, in many instances,
- marked-up the cost by more than 300 per cent and reaped windfall
profits ot the tampayer’s-expense.. The monual now- explicitly

prohibits the breakdown of automated component-part tests into
separate procedures and the submission of bills to Medicaid for
each to the end that a lab might receive between $60 and $80 for a
profile which costs less than $3.50 to perform. A computer system
for analyzing and screening group tests was developed. The Divi-
sion took steps to insure that laboratories fully identify the pro-

* See New Jers;ey State Commission of Investigation Annual Report for 1976, .
** See Report of New Jersey State Commission of Investigation on Hospital Phase of
The Medicaid Program, April, 1977. S : ) K
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cedures performed and for which payment is requested. In this
regard, o requirement was imposed upon Prudential (the fiscal
mtermediary) thot all claims be itemized in detoil. Aggregaie.
billing — which was effectively used by some labs to mask improper
requests for reimbursement — is no longer tolerated. The Division
adopted a hard line with respect to the flow of inducement type
- payments in any form whate@er between. laboratories and physicign
customers.

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

- At the conclusion of the second phase of the Commission’s
probe of gross profitecering in Medicaid nursing home facilities
" in October, 1976, the Commission urged that Senale Bill 594, re-
quiring full public disclosure of those who have financial or other
business interest in nursing homes, be substantially strengthened
to eliminate practices that siphoned health care dollars from
patients to speculators. This bill, which had passed in the Senate
on April 12,1976, subsequeﬂtly was amended on the Assembly floor
in accordance with the 8.0.1’s recommendations, according to a
spokesman for the Legislature’s Joint Nursing Home Study Com-
mission which drafted the original legislation, The revised measure
then cleared both the Assembly and the Senate in February amd
April, 1977, and was signed into law by Governor Byrne on
September 29, 1977, ‘

Additionally, subsequent to the issuance of its Final Repori
on Nursing Homes, the Commission persisted in its efforts to have
New Jersey’s system of property cost reimbursement to Medicaid
nursing homes restructured along the lines suggested by the Com-
mission in that report. Commission representatives met on several
occasions with high-ranking officials of the appropriate administra-
tive agencies. Those agencies have accepied the Commission recom-
mendation, which will show a savings of as much as $6 million per
year, accordmg to the Director of the Division of Medical Reszst-
ance and Health Services.

Certain unusually alarmmg aspects ‘of the Comm&sswfm s com-
plicated Medicaid inquiry, such as the clinical. labomtory abuses
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and the evils of the “medicaid mills,”’ helped to spur corrective
efforts. In fact, the clinical laboratory phase was a pioneering
probe that revealed for the first time the hard facts about unscrupu-
lous ripoffs of the system. These disclosures resulled in the ap-
pearance of Commission officials before the U.S. Senate Commitiee
on Aging and the U.S. House of Representatives Subcommiliee on
Oversight and Investigation, U.8. Senator Harrison A. Williams
of New Jersey, reporting his ““‘dismay’’ over the “‘widespread
fraud and abuse among clinical laboratories,”’ told the Senate in
remarks entered wio the Congressional Record:

o “With respect to the latter, I am pleased to fnote that the Aging
Committee gives great m‘edzt o the New Jersey Commission of
Investigation and to our New Jersey Department of Instilulions
- and Agencies (now Department of Human Services). The Legis-
lature and the Department responded with prompt zmplementatw%
of correctwe measures,’’

22. ORGANIZED CRIME AND CASINO GAMBLING IN
AtianTIic CITY®

After New Jersey .voters authorized legalization of: casino -
gambling in Atlantic City on Nov. 2, 1976, and at the request of
Governor Brendan T, Byrne, the Oommlssmn directed an extensive
surveillance of organized crime activities in that shore resort
region for the purpose of taking ‘‘public action in order to make
constructive recommendations to the Governor, the Legislature,
and the people for the effective conirol and policing 'of casino
cambling.”’ As a part of this investigative effort, the Commission
issued on April 13, 1977, a 167-page report to the Governor and
the Legislature highlighting 57 detailed recommendations for an
eifective control law that would ‘‘thwart the infiliration of casinos.
and .related:service_s. and suppliers. by organized crime.’’ Upon
passage of the Casino Gambling Control Act, the Commission

characterized it as an acceptable statutory base upon which to
build even stronger controls in the future.

By the Summer of 1977, the Commlsswn s monitoring of
‘orgamzed crime activities linked to the development of the new
gaming industry in Atlantic City had uncovered enough evidence

" *Seé New Jersey State Commission of Investtgatxon Report on Casino Gambhng, Aprll
. 13, 1977; also Ninth (1977) Annual Report; also the Commission’s Report on the

] Incursion of Orgamzed Crlme .mto Certam Leg'mmate Businesses m Atlantlc Cxty,
--January 12, 1978.
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of an actual intrusion of legitimate business to warrant public
hearings in keeping with the 8.C.L’s statutory mandate to alert
and inform the citizenry. The Commission’s ingniry had revealed,
as was later confirmed publicly, that organized crime~-in addition
to its historic interest in casinos and allied services—was also,
already, penetrating certain other legitimate businesses that had
not been a target of legislative restraints and over which regulatory
‘controls, where they existed - at all, were madequate and only
casually enforced. .

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

These hearmos disclosed:

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

® The mysterious financial flimflam surrounding the

. Casanova Disco in Atlantic City, including a $40,000-

‘‘hole-in-the-wall’? cache that became part of a maze
of cash and bank check transactions.

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

* The attempt of a crime figure known as “Mus-
tache Mike’’ to muscle into a prospective Atla:ntlc
- City easino gambling school.

On January 12, 1978, the Commission submitted to Governor
Byrne and the Legislature its ‘‘Report and Recommendations on
the Incursion by Organized Crime into Certain Legitimate
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Businesses in Atlantic City.”” This report emphasized a recom-
mendation to strengthen the licensing and disqualification pro-
cedures under existing law so as to more effectively prohibit the
acceptance of applicants with organized crime backgrounds for
licensure as cigarette vending agents of the state or as owners and
operators of ventures under jurisdiction of the Alecoholic Beverage
Control laws. - : :

Based on the Commission’s recommendations, two bills were
sponsored by Senator Stevew P. Perskie, D-Atlantic. One bill,
8-3008, was designed to strengthen the licensing requirements of
the State Division of Tazation for those involved in the cigarette
wndustry and the other, §-3010, sought stronger licensing standards
for the Alcoholic Beverage Commission. The purpose of these bills
was “to impede organized crime from using various subterfuges to
camouflage the actual ownership and conérol of legitimate business.”
Senator Perskie’s bills were approved by the Senate in May, 1979,
but only 8-3008, pertaining to the czgafrette wmdustry, passed in the
-Assembly and was signed into law i February, 1980,

23. PRIVATE SCHOOL ABUSES OF SPECIAL EDUCATION
Funbs#*

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

"By June, the Commission’s staff was pursuing fresh reports of
questionable aectivities 'if not outright misconduct by some non-

" public schools. Inguiries in the field were supplemented by in-depth

anditing of actual expense budgets and hundreds of bank. checks,
vouchers, purchase orders, and miscellaneous  business records.
These inquiries and audits confirmed the misuse of large sums of
money that had been earmarked for the education of more than
5,000 children too seriously handicapped to be served by the publie
sehools

* See New Jersey State Comm:ssmn of Investigation Report on Misuse of Public Funds
in the Operation of Non-public Schools ior Handicapped Ci'u!dren, Ma.y 18, 1978
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- The . Commission held public hearings on January 19 and 20,
1978, and on May 18, 1978, issued its formal report to the Governor,
the Legislature and the public. The S.C.I.’s recommendations

centered on its findings of inadequate staffing and malfunctioning

of the Education Department’s Branch of Special Education and
Pupil Personnel Services, the absence of a clear, detailed list of .
allowable and non-allowable private school expenses, inadequate
record keeping and reporting requirements for partlclpatmg
schools, and an mefﬁolent rate- settlng procedure -

" In brief, the reoommenda.taons included:

Esta.bhshment of a more a.dequate state agency to supervise the':-
financial reimbursement of private schools for the handicapped,
with sufficient staff to supervise all day, residential and summer
programs and with at least five-auditors who would be responsible
for fiscal control and rate-setting; stipulation of non-allowsable
costs fo eliminate diversion of public funds for non-educational

purposes; requirement of detailed reports fo the state control

agency, including detailed expense budget forecasts and itemized
actual cost reports; promulgation of tuition rates by June 15 baged
on budget estimates adJusted by actual -costs submitted by May 1;
offsetting of a prior year’s excess revenues by the following year’ s
rednced tuition rates, and, in general establishment of rate-setting
procedures that would assure provision of adequate services to
handicapped children for whick the schools are being reimbursed
based on fair and reasonable rates condueive to continuing quality -
programs. : -

- Several bills focusz'ng on problems bared by the Commission’s
investigation and hearings were introduced in the Legislature
during 1978, during the drafting aend discussions of which the
Commission maintained contact wzth appmpmote legzslatom cmd
legzslatwe commitiee andes

24. ABUSES AND IRREGULARITIES IN THE BOARDING
- -HoME INDUSTRY* ~

The Commission’s investigation of abuses and irregularities in
New Jersey’s boarding homes focused on an industry consisting
of an estimated 1,800 faolhtles servmg upwards of 40,000 people,_

* See New Jersey Smte Comrmssson o-f Inveshgatlon Report on Abuses and Trregulari-
ties in New Jersey’s Boarding Home Industry, November, 1978,
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most of whom are elderly and disabled. These boarding facilities
were assigned to one of two categories—licensed or ‘“unlicensed.”
The former group consisted of about 275 boarding homes under
State Department of Health licensure. But the unlicensed category
was further divided, the largest subgroup of which was subject to
nominal registration and inspection by the State Department of
Community Affairs. A smaller bloec came under local jurisdietion.
Finally, an unknown number of facilities operated 1llega]ly, devoid
~ of any controls whatsoever, :

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

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

Because of madequate (and often the absence of ) boarding home
account books, registers and other records reflecting the flow of
revenues, costs and clients, the Commission’s staff accountants
had to reconstruet numerous financial profiles in order to ascertain
the true extent of the mismanagement of these facilities and the
resultant abuses against boarders that such misconduct generated.
. The facts exposed by such audits were confirmed and supplemented
through field inquiries by the Commission’s special agents. This
investigative team work revealed a wide gamut of irregularities -

and improprieties—the diversion of SSI checks from boarders to
the personal use of operators, charging of luxury cars, vacation
travel and other personal expenses as business costs, an inordi-
nate use of cash in payment of boarding home bills without sap-
portive receipts, liftle or no accounting of personal funds doled
out to boarders each month, excessive compensation to operators
and to relatives of operators, use of unlicensed satellite facilities
as way stations for boarder-fransfers that impreperly increased
the cash flow into licensed homes of bigger SSI checks than war-
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ranted, and the serving of cheap, substandard food even W]:ule
the operators netted dlsproportlonately large profits.

Due to the complexity of the issues involved, the Commis-
sion was obliged to extend its public hearings through an entire
week. In all, about 60 witnesses were questloned during the five
publie hearulg days—Monday, June 26, through Friday, June 30,
1578. " Close to 200 exhibits were 1ntroduced _

In a 260-page report jssmed in November, 1978, the Gommlssmn :
listed a score of recommendations to resolve basic problems eaus-
ing the most serious abuses in the boarding home industry. De-
signed to expedite the development of more humane, secure and
rehabilitative surroundings for elderly and infirm boarders the
proposals were submitted with a belief that they could be enacted
and implemented realistically from the standpomt of avallable
personnel and hmited funds.

* The most 1mp0rtant recommendation called for centrahzatwn of
licensure and supervisory controls over boarding facilities. Since
the Commission felt that social services rather than health services
should be the primary concern, it proposed concentration of con-
trols in the Department of Human Services that were divided
among three departments—Health, Commumty Affairs and Huma.n
Services. : :

The Commission nofed that its proposal Would center licensing
and monitoring obligations in a depa.rtment which possessed the
most expertise in the area of social services. Moreover, the De-
partment of Human Services, through its Division of Mental
Health and Hospitals, controlled the flow of de-institutionalized
former mental patients from hospitals to the community. Such
individuals made up most of the boardmg home popnlatlon Whlch
demanded special attention.

- After hearings in which the 8.C. I partmpwted the Legzslature
endcted o new state low designed to provide greater protection for
boardmg home residents. This law, which took:effect on Septem—
ber:1, 1980, estoblished a bill of rights for boarders and set more
strmgent state standards for the operation of facilities.. However,
it did not include the 8.C.1.°s pmmary recommendation to cefntmlzze
overall comirol, respomzbzhtzes wmoa smgle agefncy of state
governwment, -

L Also during 1980, John J. Fay, the Staie Ombudsman for the
Institutionalized Elderly, filed @ class action suit on behalf of 16
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recipients of SSI checks seeking *‘declarative and injunctive relief
and damages’”’ from seven licensed boarding home operators for
allegedly withholding all or part of the boarders’ Federal Emnergy
Allowance checks. The defendants included one operator in Long
Branch who had invoked his 5th Amendment privilege against
self-incrimination 32 times when he appeared as a subpoenaed
witness at the 8.C1.’s public hearings on boarding howme abuses.
In addition, the S.C.I. provided the House Select Commitiee on
Aging and the Federal General Accounting Office with copies of
its report on boarding homes and audits and other data resulting
from the Commission’s investigations in support of a Congres-
sional tmquiry into the nation’s boarding homes. During this
inguiry, the House Committee subpoenaed the records of a Camden
boarding home which had been a target of the S.C.1.s mvestzga-
tion and public hearings.

25. ABUSES OF NEW JERSEY’S ABSENTEE BALLOT LAW™*
. The Commission’s public hearings in late 1978 on absentee hallot
abuses and irregularities climaxed a prolonged series of inquiries
by the S.C.1. and other state and county law enforcement agencies,
and by the press, in numerous localities of the state. These in-
vestigations confirmed a widespread and flagrant disregard of a
law that, although enacted with the intention of safegnarding the
:sa,nctlty of the ballot for eligible voters unable to go to the polls
in person, was so ambiguously constructed as to invite fraud at
every step of the absentee voting procedure. So inadequate was
this law—as probes by Attorney General John J. Degnan’s office
-and by various county prosecutors particularly illustrated—that
effective prosecution of obvious violators -was practically im-
possible, The statute’s contradictions, restrictions and loopholes
defied the most vigorous prosecutorlal attempts to indict and
conviet individuals who coerced voters to advance their own
personal and political ambﬂ:mns, who improperly distributed and

coﬂected absentee votes in bargain-bagement fashion, and  who
forged signatures: and -altered ballots Because of the persmtent
_statutory impediments, the Attorney General lanmched with the
S.C.I a cooperative effort to expose these violations to public
~.serntiny. It was felt that, by utilizing the Commisgsion’s traditional
fael-finding and public hearmg functions, resultant public aware-
ness of and concern about the situation Would _spur enactment of
essential reforms.

ok Gee New Jersey State Comtmssmn of Invest1gat10n annual report for 1978
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The Commissien’s probe, which extended into many areas of
the state, uncovered numerous incidents of misuse and abuse of
the law. The Commission’s investigators found evidence of irregu-
larities that ranged widely—beginning where the absentee ballot
procedure begins, with the application for a ballot, and disrupting

- with increasingly adverse impact each succeeding step, including:

—The approval or rejection of the ballot apphcatlon

"—The return of the ballot to the voter Who has declared he
cannot vote in person. ..

. —The marking of the ballot by the intended absentee voter
(or some one ostenmbly authorized to ““assist’’ such a voter) .

—The submission of the completed ballot to proper election
officials .

~-And the certification of the completed ballot as a valid vote
to be cast and counted.

In certain localities an almost total emasenlation of the absentee
ballot law occurred. The investigation thus centered on those
munieipalities where the abuses were not only numerous and gross
‘but also representatwe of particular patterns of misconduct that
were widespread in practice,

Because of the difficulty of eriminal prosecution under a statute
that stymied such law enforcement activity, various prosecutoria;l
agencies joined with the Commission in developing an exposé of
the abuses. The result of this cooperation with the Commission by
the Attorney General’s staff (including Deputy Attorney Gteneral
Charles Sapienza, a former 8.C.I, counsel) and by county prose-
cutors, was a productive sharing of investigatory files and tasks.
This inter-agency eooperation demonstrated the unity of support
within the law enforcement community for the implementation of
legislative reforms.

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

26. Incorrect INJUry LEAVE PRACTICES*®

During the course of the Commission’s investigation of county
and municipal public insurance transactions (see below), an
interim public report was issued in an effort to proseribe misgnided
procedures that had already cost county and municipal employees
at least $1 million in incorreet social security and income tax
deductions during the five-year period prior to 1979 from wages
paid to these employees in accordance with governmental injury
leave policies. The interim report hlghhghted recommendations
to bring to an immediate halt such wrongful tax deductions and to
expedite efforts to assist such employees recoup their losses before
a three-year statute of limitations barred recovery for mappro—
‘prlate dednctions imposed. during 1975.

The interim report, in suramary, demonstrated that most counties

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

As o result of ‘the interim report’s recommendatwns, mappro-
priate tax deductions were largely halted, efforts were made at
both the state and county levels to assist workers in recouping .
‘losses from such deductions, the illegal double-check practice was
" discontinued in Burlington and Essex and a legislative effort began
to amend state law to eliminate needless admimistrative costs of
workers’ compensation programs wm all counties.

* See New Jersey State Commission of Investigation “Report and Recommendations on '
Incorrect Injury Leave Practices,” issued i January, 1979, : .
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' Tw-the June, 1980, issue of State Government News, an article
noted that nearly all of the 43 state govermments that voluntariy
contribute to Social Security are perhaps unnecessariy making tazx
payments on employees’ sick pay as well as on wages. The article, -
which noted that the Council of State Govermments was monitoring
this problem, made the following observation applicable to the
period subsequent to the issuance of the 8.C.1. s intem’m repork:

“Many states may be entitled to refunds for retroactwe pay-
‘ments of FICA on sick leave under the thrée-year statute of limi-
tdtions. New Jersey anticipates a savings of $3 mzllw% a year, cmd
’the state’ has claimed retmactwe adjustments.”’ -

_727 I\NADEQUATE SuppEN DEATH INVESTIGATIONS* '

“In'its 175-page critique of sudden death investigations, the Com-
'Imssmn s proposed reforms emphasized the need to replace New
Jersey’s present 21 county medical examiners by a more pro-
fessionally qualified regional system utilizihg'forensie pathologists
as regional medical examiners. The Commission’s 1nqu1ry demon-
strated that a professionally adequate medical examiner function
was a key element of law enforecement performance in sudden death
cases. The Commission also recognized the necessity for improving
~ the effectiveness of county prosecutor staffs and municipal police,

particularly to achieve a more coordinated inve'stigative relation-
‘ship with qualified medical examiners than now exists. '

. The: Commission recommended that the State Medical Exammer
=.be empowered to establish and direct a statewide regional medical
‘examiner system of at least three multi-county offices, one of which
would be operated in conjunction with the state office af the develop-
“ing New Jersey Institute of Forensic Science in Newark. Each
‘regional office would be directed by a forensic pathologist. with a
trained fulltime staff and facilities adequate for the size and type

of region established. The cost to the state of these regional offices
j._Would be offset annually by partmlpatmg counties to the’ extent
“of their county medical examiner expenditures for the year 1979.
In addition, the Commission recommended that county prosécutors
_establish with municipal police departments coordinating pro- -
-cedures that would include pre-qualification” by a prosecutor of
‘certain munieipal departments as capable of conducting initial
sudden death investigations. Such pre-qualified mumclpal pohce

»* See New Jersey State Commission of Investlgahon “Report and Recommendatmns on
the Investlgatmn of Sudden Deaths,” issued in November, 1979,
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departments would assume control of death probes until develop-
ments required intervention by a proseeutor; in all other cases,
county prosecutors would assume immediate control of death in-
quiries in lizison with the appropriate regional medical examiner.
Stiffer performance requirements for municipal police were recom-
mended, including completion of police training programs before
undertaking police duties, special qualification standards for
homicide, nareotics and other specialized investigations and con-
tinuous in-service training.

Duyring 1980 proposed revisions of the State Medical Examiners
Act, and related statutes, were being developed by Deputy Attorney
General William F. Bolaw, Jr., chief of the Criminal Justice’s
- Division of Educational and Legislative Services, and Acting State
Medical Examiner Robert Goode, These proposals will be subject
to further review by the Governor’s oﬁice county prosecutors and
medical examiners, and the S.C.I., prior to submzssw% by the
Governor of a refosrm bill to the Legislature.

28. QUESTIONABLE PUBLIC INSURANCE PRACTICES BY
GOVERMENTAL ENTITIES

Following a three-day public hearing, the Commission issued a
367-page report on public insurance problems and abuses in 1980.
A summary of the Commission’s action and recommendations
appears on Pp, 22-23 of this annual report.

29, ORGANIZED CRIME INFILTRATION OF DENTAL CARE
ORGANIZATIONS

A, three-day public hearing in December, 1980, climaxed an
8.0.1. investigation that confirmed the incursion of organized

crime elements into dental care plans negotiated by prwate entre- S

preneurs with certain labor unions.-

30, INVESTIGATION OF THE NEW JERSEY Housing
FINANCE AGENCY

The Commission 1ssued its report on ifs HFA probe in March,
1981,
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ApprEnDIX II

- S.C.I. STATUTE

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

52: 9M—1 Creation; members; appomtment chatrman; terms;
salaries; wvacancies., There is hereby created a temporary State
Commission of Investigation. The Commission shall consist of
four members, to be known as Commissioners.

Two members of the Commission shall be appomted by the
Governor. One each shall be appointed by the President of the
Senate and by the Speaker of the General Assembly. Each member
shall serve for a term of 3 years and until the appointment and

- qualification of his suecessor. The Governor shall designate one
of the members to serve as Chairman of the Commission.

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

Fach member of the Commission shall receive an annual salary
of $15,000.00 until Jannary 1, 1980, when each member of the
"Commission -shall receive an annual salary-of $18,000.00.- Each

member shiall also be entitled to reimbursement for his expenses
actually and neeessarily ineurred in the performance of his duties,
including expenses of travel outside of the State. '

" Vacancies in the Commission shall be filled for the unexpired
term in the same manner as original appointments. Vacancies in
the Commission shall be:filled by the appropriate appointing an-
thority within 90 days. If the appropriate appointing authority
-does not fill a vacancy within that time period, the vacaney shall
be filled by the Chief Justice of the Supreme Court within.60 days.
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A vacancy in the Commission shall not impair the right of the
remaining members to exercise all the powers of the Commission.

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

" Notwithstanding the provisions of section 1 of this act (C.
52:9M-1) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term for which they were
originally appointed, the terms of the members appointed after
December 1, 1978 shall be as follows: the first member appointed
by the Governor, 36 months; the second member appointed by the
Governor, 18 months; the member appointed by the President of
the Senate, 30 months; the member appointed by the Speaker of the
General Assembly, o4 months. Thereafter, the terms of the mem-
bers shall be as prov1ded in P. L 1968 C. 266 8.1 (C 52 :9M- 1)

- 52:9M-2. Duties and powers. The Commmsmn shall ha,ve ﬁhe duty
and power to conduct mvestlga,tmns in connection with:

a. The fa.lthful execution and effectlve enforeement of the laws
of the State, with particular reference but not hmlted to orgamzed
erime and racketeering;

b. The conduct of pub]lc ofﬁeers and pubhe employees, a.nd of
officers and employees of pubhe eorporations and authorities;

e Any matter eoncermng the public peace, pubhe sa.fety and
pubhe gustlee

52: 9M 3. Addﬁt«aonal dutzes At the dlrectlon of the G‘rovernor or
by eoncurrent resolution of the Leglslature the Commigsion shall
conduect mvestlga.tlons and othemse asmst in eonnectlon Wlth

" 4. The removal of pubhe ofﬁcers by the Grovernon'

_b.. The making.of recommendations by the Govemor to any other
iperson or bedy,. Wlﬂ’l respect to- the removal of pubhe oﬂicers,

' .. The making of recommendations by thé Governor to the Legls-
lature With respect to changes in or additions to existing pro-
vigions o-f la.w requlred for- the more effeetwe enforcement of
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. d. The Legislature’s consideration of changes in or additions to
existing provisions of law required for the more effective adminis-
tration and enforcement of the law. : a

52:9M-4. Investigation of management or affairs of state depart-
ment or agency. At the direction or request of the Legislature by
concurrent resolution or of the Governor or of the head of any
department, board, bureau, commission, authority or other agency
created by the State, or to which the State is a party, the Com-
mission shall investigate the management or affairs of any such
department, board, bureau, commission, authority or other ageney;
provided, however, that if the Commission determines that the
requests for investigations from the Legislature, the Governor or
the head of any department, board, bureau, commission, authority
or other agency created by the State, or to which the State is a
party, exceed the Commission’s capacity to perform such investi-
gations, they may, by resolution, ask the Governor or the Attorney
General or the Legislature in the case of ‘a Legislative request, to
review those requests upon which it finds itself unable to proceed.

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

. The Commission shall, within 60 days of holding a public hear-
ing, advise the Governor and the Legislature of any recommenda-
tions for administrative or Legislative action which they have
developed as a result of the public hearing. =~ =~ = =~ -
" Prior to making any recommendations concerning a bill or reso-
Jution pending in either House of the Legislature, the Commission
‘shall-advise the sponsor of such-bill-or resolution and-the chairman
of any standing Legislative Committee to which such bill or reso-
lution Lias been referred of such recommendations. IR
Commencing in 1982 and every 4 years thereafter, at the first
annual seséion of a 2-year Legislature, within 30 days after the
organization of the Legislature, a joint committee shall be estab-
lished to review the activities of the State Commission of Investi-
tion for the purpose of : {a) determining whether or not P. L, 1968,
. (. 266 (C. 52:9M-1 et seq.) should be repesled, or modified, and (b)
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reporting théreon to the Legislature within 6 months unless the

time for reporting is otherwise extended by statute. The jOiIlt-
committee shall be composed of seven members, two members to

be appomted by the President of the Senate, no more than one of

whom is to be of the same political party, two members to be

appointed by the Speaker of the General Assembly, no more than

one of whom is to be of the same political party, and three members

to be appointed by the Governor, no more than two of whom sha’ll‘

be of the same politieal party. :

No person may be reqmred to appear at a hearing or to testify
at a hearing unless there has been personally served mpon him
prior to the time when he is required to appear, a copy of P. L.
1968, €. 266 as amended and supplemented, and a general state-
ment of the subject of the investigation. A copy of the resolution,
statute, order or other provision of law authorizing the investiga-
tion shall be furnished by the Commission upon request thetrefm
by the person summoned.

- A witness summoned to a hearing shall have the right to- be
accompanied by counsel, who shall be permitted to advise the wit-
ness of his rights, subject to reasomable limitations to prevent
obstruction of or interference with the orderly conduct of the
hearing. Coursel for any witness who testifies at a public hearing
may submit proposed questions fo be asked of the witness relevant
to the matters upon which the witness has been questioned and the
Commission shall ask the witness such of the questions as it may
deem appropriate to its inquiry. -

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

‘A witness who testlﬁes at any hearmg shall have the right at
the eonclusion of his examination to file a brief sworn statement
relevant to his testimony for incorporation in the record.

‘The Clommission shall notify any person whose name the Com-
- mission believes will be mentioned at a public hearing. Any person
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. whose name is mentioned or will be mentioned or whois specifically
identified and who believes that testimony or other evidence given
at a public hearing or comment made by any member of the Com-
mission or its counsel at sueh a hearing tends to defame him or
otherwise adversely affeet his reputation shall have the right,
either in private or in public or both at a reasonably eonvenient
time to be set by the Commission, to appear personally before the
Clommission, and testify in his own behalf as to matters relevant
to the testimony or other evidence complained of, or in the alterna-

“tive, to file a statement of facts under oath relating solely to
matters relevant to the testimony or other evidence complained
of, which statement shall be incorporated in the record.

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

52:9M-5. Cooperation with law enforcement officials. Upon re-
quest of the Attorney General, a county prosecutor or any other
law enforeement official, the Commission shall cooperate with,
advise and assist them in the performance of their official powers
and duties. C - ' : B

52:0M-6. Cooperation with Federal Government. The Commis-
sion shall cooperate with departments and officers of the United
States Government in the investigation of viclations of the Federal
Laws within this State. ' : :

- 52:9M=. Examination into law enforcement affecting other
states. The Commission shall examine into matters relating to law
enforcement extending across the boundaries of the State info
other- states; and may consult and exchange information with

officers- and--agencies -of -other-states with- respeet.-to-law enforce- .
ment problems of mutual concern to this and other states.

52:9M-8. Reference of evidence to other officials. Whenever the
‘Commission or any employee of the Commission obtains any infos-
mation or evidence of a reasonable possibility of eriminal wrong-
doing, or it shall appear to the Commission that there is cause for
the prosecution for a crime, or for the removal of a publie officer
for miseconduet, the information or evidence of such erime or mis-
- eonduct shall be called to the attention of the.Attorney General
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as soon as: practicable by the Cominission, unless the' Commission
shall, by majority vote; determine that special."cirdumgtances-exis-t
which require the delay in transmittal of the information or evi-
dence. However; if the Commission or any employee of the Coni-
mission obtains any information or évidence indicating a reason-
able possibility of -an mmauthorized disclosure of mformation or a
violatien of any provision of this act, such information or evidence
shall be immediately brought by the Comnussmn to the attentlon
of the Attorney General ' S

1 52 :9M-9. Executwe dwecto'r counsel employee.s 'I‘he Commls-

sion shall be authorized to appoint and employ and at pleasure re-

move an Executive Dlrector, Counsel, Investlgators, Accountants,

and such other persons as it may deem necessary, without regard

to Civil Serviee; and to' determine their duties and fix their salaries
or compensatlon within the amounts appropriated therefor. Investi-
gators and accountants appointed by the Comm1ssmn sha]l be and
have all the powers of peace officers. .

 52:9M-10. Awnual report; récommendations; other reports. The
GOmImssmn ghall make an annual report to. the Governor ‘and
Leglslature whieh shall inelude’ its recommendations: The Conw-
missich shall 'make such further interim reports to the Governor
_and Legislature, or either thereof, as it shall deem advisable, or
as shall be required by the (xovernor or by concurrent reso]utlon
of the’ Leglsla,ture o : e S :

52 9M 11. Informatzon to publzc By such means and to such
extent as it shall deem appropriate, the Commission shall keep the
public informed as to the operations of organized crime, problems
of ‘eriminal law enforoement n the State and’ other aet1v1tles of. the
Comm1ssmn : - ‘ :

52:9M—12. Additi_onal powers; warrant for arrest; contempt of
court. With respeet to the performanece of its functions, duties and
powers and subjeet to-the limitation contained:in.paragraph d.
of thls sectlon, the Comrmsswn shall be authonzed as follows:

8. Mo co,nduct any 1nvest1gat1on a,uthonzed by tlns act at’ any
place within thé State; and to maintain offices, hold’ meetings and
function at any place Wlthm the State as it may deem’ Tecessary;

. To conduet private. and. public: hearmgs, and to’ des1gnate a
member of the Commission to preside over any such: hearing; no
public hearing shall be held except after adoption of a resolution
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by majority vote, and rio publie hearing shall be held by the Com-
mission until after the Attorney -General and the appropriate
county prosecutor or prosecutors shall have been given at. least
7 days written notice of the Commission’s intention to hold such a
public hearing and afforded an opportunity to be heard in respect
to any objections they or either of them may have to the Com-
mission’s holding such g hearing;

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

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

‘e, Witnesses summoned to appear before the Commission shall
be entitled to receive the same fees and mileage as persons sum-
moned to testify in the courts of the State. o '
“If any person subpoenaed pursuant to this séction shall neglect
or refuse to obey the command of the subpoena, any judge of the
‘Superior Court or of a county court or any Municipal Magistrate
may, on proof by affidavit of service of the subpoena, payment or
sender. of the fees required and of refusal or neglect by the person

to- obey the- command of. the: subpoena, issue a warrant, for. the
arrest of said person to bring him before the judge or magistrate,
who is anthorized to proceed against such person as for a contempt
.- 52:9M-13. Powers and duties unaffected. Nothing contained in
Seetions 2 through 12 of this act [chapter] shall be eonstrued to
supersede, Tepeal or limit any power, ‘duty or. .function of the
Governor or any department or agency of the State, or any
political subdivision thereof, as preseribed or defined by law.
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' 52:9M-14. Request and receipt of assistance. The Commission
may request and shall receive from every department, division,
board, bureau, commission, autherity or other agency created by
the State, or to which the State is a party, or of any political sub-
division thereof, cooperation and assistance in the performanece of
its duties. g '

52:9M-15. Disclosure forbidden; statements absolutely privi-
leged. a. Any person conducting or participating in any examina-
tion or investigation who shall diselose or any person whio, coming
into possession of or knowledge of the substance of any examina-
tion or investigation, shall disclose, or any person who shall cause,
encourage or induce a person, including any witness or informant,
to disclose, other than as authorized or required by law, to any
person other than the Commission or an officer having the power to
appoint one or more of the Commissioners the name of any witness
examined, or any information obtained or given upon such examina-
tion or investigation, except as directed by the Governor or Com-
mission, or any person other than a member or employee of the
Commission or any person entitled to assert a legal privilege who,
coming into possession of or knowledge of the substance of any
pending examination or investigation who fails to advise the.
Attorney General and the Commission of such possession or
knowledge and to deliver to the Attorney General and the Com-
mission any documents or materials containing such information,
shall be guilty of a.misdemeanor until September 1, 1979 when
such person shall be guilty of a erime of the third degree. Any
member or employee of the Commission who shall violate this
section shall be dismissed from his office or discharged from his
employment. | N

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

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

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

to the Commission or upon its application or with its econsent,

- 52:9M-17. Immunity; order; notice; effect of immunity. a. If, in
the course of any investigation or hearing condueted by the Com-
mission pursuant to this act, a person refuses to answer a question
or questions or produces evidence of any kind on the ground that
he will be exposed to criminal prosecution .or penalty- or to a

- forfeiture of his estate thereby, the Commission may order the
person to answer the question or guestions or produce the re-
quested evidenee and confer immunity as in section provided.
No order to answer or produce evidence with immunity shall be
made except by majority vote and after the Attorney General and
the appropriate county prosecutor shall have been given at least
7 days written notice of the Commission’s intention to issue such
order and afforded an opportunity to be heard in respect to any
objections they or either of them may have to the granting of
immunity.

‘b, If upon issuance of such an order, the person complies there-
with, he shall be immune from having such responsive answer
given by him or such responsive evidence produeed by him, or

—evidence derived therefrom used to expose him to criminal prosecu-
tion or penalty or to a forfeiture of his estate, except that guch

_person may nevertheless be prosecuted for any perjury committed

_in sueh answer or in prodmeing such evidence be prosecuted for
willful refusal to give an answer or produce evidence in aceordance

‘with an order of the Commission pursuant to Section 13, or held

in contempt for failing to give an answer or produce evidence in
accordance with the order of the Commission pursuant to Section

11; and any such answer given or evidence produced shall be
admissible against him upon any eriminal investigation, proceed-
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- Ing-or-trial against him for such perjury, or upon any investiga:
tiom, proceeding or trial against him- for such contempt or: willful
refusal to give an answer or produce evidence in accordance with
an order of the Commission. _
- ¢ If 'the Commission proceeds against any witness for contempt
of court for refusal to answer, subsequent to a grant of immunity,
said witness may be incareerated at the descretion of the Superior
Court; provided, however, that (1) no incarceration for Civil
Contempt shall exceed a period of 5 years. of actual incarceration
exclusive of releases for whatever reason; (2) the Commission
nay seek the release of a witness for good cause on appropriate
motion to.the Superior Court; and .(3) nothing contained herein
shall.be deemed fo limit any of the vested constitutional rights of
any witness before the Commission. - .

- Any person who shall willfully refuse to answer. a ‘question or
- questions or produce evidence after being ordered to do so by the
State Commission of Investigation in accordance with the set to
which this act is a supplement P. 1. 1968, C. 266 (C. 52:9M-1 et seq.)

is guilty of a high misdemeanor until September 1, 1979, when such
person shall be guilty of a erime of the second degree. Nofwith-
standing any other provision of law, no person imprisoned.pursu-
ant o this section shall be eligible for parole or reconsideration
of sentence upon a showing that after imposition of the sentence-
he testified or furnished the required evidenee at 5 time when the

Commission’s needs were substantially met, Action against such -
person shall ensue upon a complaint signed by the chairman upon.
Tesolution of the Commission. Snch complaint shall be referred for

prosecution to the Attorney General. : -

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

do so. : 7 o

_ _‘Any.'period'..of. mearéeratiim for contempt of an order of the
_Commission shall be eredited against any period of imprisonment
‘to which a defendant is sentenced pursuant to subsection a. of this
section. o o B .
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52:9M-18. Severability; effect of partial invalidity. If any sec-
tion, clause or portion of this act [chapter] shall be uneonstitu-
tional or be ineffective in whole or in part, to the extent that it
is not unconstitutional or ineffective it shall be valid and eifective
and no other section, clause or provision shall on aceount thereof
be deemed invalid or ineffective. :

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

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