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Crininal Justice Ceoordinating Council
51 Chambers Etreet
New York, Hew York 0007
. Re: Cigarette Tax Enforcement
Unit, #C-64963.
Dear Joe:
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POLICHE DEPARTMENT

NEW YORK, N, Y. 10048 Moy %0, 1975
G:[ $ A% /
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FROM: Commanding Officer, Cigarcette Tax Enforcement Unit
TO: Commanding Officer, Office Programs and Policies

SUBJECT: FINAL REPORT -~ CIGARETIE TAX ENFORCEMENT PROGRAIM -
GRANT C#e4968 ~

1e On November ‘1, 1972 the Folice Department undertook
an enforcement action focusing attention on the existing problem
of the trensportation and sale of untaxed cigarettes in New York
City; attempting to gain some insight into the Organized Crime
involvement in this illegal activity and directing attention in
that area in an attempt to curtail such involvement.

To do this a specigl unit was begun, sponsored by
o Grant from the Law Enforcement Assistance Administration.
2o To carry out the above aim successfully especific
objectives set forth:

Qe To develop a comprehensive effort against the major
dealers of untaxed cigarettes.
be To analyse intelligence data in a effort to identify
persons and determine their level of involvement in
cigarette smugglinge.
Ce To maintain an intelligence file of persons involved
in cigarette smuggling and distribution in New York
City.
de To maintain liaison with other enforcement agencies
in order to provide an exchange of information con-
cerning the cigarette tax evasion problem.
3 The following is a summary of program and the act-
ivities carried on by this unit under the Grant Award. This
Grant was extended beyond the one year period; and when terminated
April %0, 1975 had, in fact, run two and one half years (2% yrs.).
_ This swamary will follow the formut established for general pro-
press reports.
Project Stafi:

On November 1, ﬂ972, the Cigarette Tax Enforcement
Unlt was esteblished wlthln he Muvlic Horals Division of the
Organized Crime Convrol Bureau. Cr. that date, one (4) Lieutenant,
three (%) Sergeants fourtecn (14) Detectives, and six (6) Police
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Officers were assigned to the wnit. On Hovember 14, 1872, a
Captain was assigned as the Commanding Officer completing thn
unit staff. The Commanding Officer, and all supervisory per-
somnel hed prior investimative experience. The Deteciives were
chosen from specialized investigative units, and the Police
Officers were all qualified investigators with experience in

the Public MHorals or Narcotics Fields. Personnel selected for
this assignment were interviewed before hand. They were selected
based on their personal knowledge, experience, and attitudes.’

During the two and one-half years which the Grant was
in effect therc were fifteen (15) changes in Project Staff. The
Captain was transferred to another section of the Public Morals
Division cn May 21, 1974, at which time the Lieutenant assumed
command. The Lieutenant left July 5, 1974 on vacation snd ter-
minal leave prior to retirement and was replaced in command by
another Lieutensnt with investigative experience. One Sergeant
retired in September, 1974 and was not replaced. Eight (83 of
the original Detective Staff were transferred or retired duvring
the Grant period. On each occasion they were replaced by ex-~
perienced investigators from the Public Morals Division. How-
ever, in the closing months of this Grant three (%) Police Officers
were transferred to the Detective Division and no replacements
. vere assigned because of manpower needs elsewhere in a period of
linited movement snd cutbacks in non uwniform assignments.

At the close of the Grant period the Cigarette Tax En-
forcement Unit had one (1) Licutenant, two (2) Sergeants, ten (10)
Detectives, seven (7) Police Officers assigned.

During the Grant period one of the two Administrative
Aides left the service on an extended lesave for educational pur-
poses. (September, 1974). He was not replaced. However a
civilian typist wes assigned to the unit. IHer salary was not
charged to the grante. .

Training

In the first month of the project., the first two wecks
were used for a formal Training Program. After which, formal
training sessions were conducted monthly at the command. The
average training session is two hours in length. These seusions
covered a variety of subjects, often employing guest lectur.vs
and demonstrations of proper use and technigue in handling tr--
veillance equipment. These sessions were also used bo critigue
recent operations. Xurther, these sessions were an opportunivy
to disseminate information on depertment procedures, bulleting,
memos, and other relevant data. All personnel attended an wd-
vanced Driver Training Course for one day. All personnel at-
tended a course in tex stamp identification, forgeries &nd de-
tection methods, conducted by the Pitney Bowes Corpoxration.

Use of communications cquipment and recording devices
were reviewed regularly. 45 new equivment was received, an ex-
pert was sought out to instruct the unit's personnel in its
handling, use, and incde of operaiion.
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Eight (8) investipgators attended a one week course of
training in the operation, interpretation of information, testing,
and installation of the Wackenhut Tracking System. Aside from
these specialized classes, and the initial training period, a
total of sixty (60) hours in service training was conducted.

Methodolony of Out-of-City Operetions

By June, 1973, no out of 3tate operations had been con-
menced, however, two New York City based smuggling operations
had led investigators to locations in New Jersey. A joint opera-
tion with New Jersey State Police, and New Jersey State Tax Bureau
led to arrests of four (4) subjects at a warchouse in Northern
New Jersey. On December 21, 1973.

Beginning in September, 1973, teazms began to follow
smugrlers to their southern suppliers (North Carolina) and pro-
ceeded to follow them back te their New York destination. Each
of these trips were made in conjuction with investigations of
major Mew York smuggsling groups. Information gained by these
journeys was sipnificant in obtaining search warrants and ap-
prehending five (5) major smugilers with definite orpganized crime
affiliations - lajor Case 004-3A.

During November, 1973, out-of-state surveillance of
subjects in case 001-2A was begun in an effort to determine the
gource of untaxed cigurettes, and if the sources had organized
crime affiliations. It was determined that there are definite
wholesalers who appear to derive a large vercentage of their
trade from smupglers. These transactions are, of course, legie-
timate under North Carolina law. IFurther, it was determined
that smupelers tend to rely on one source, rather then multiple
sources. The wholesalers do supply regular customers with cer-
tain services - packaging orders and coding them, which enables
quick, and easy distribution from snugpiler to his customerse.

The orders are telephored to fthe wholesaler in advance and
waiting upon the trucks arrival. This limits waiting time in
the loading arcas. o ownership or control of these businesses
by New York area criminal elements was apperent from intelli-
gence obtoined. However, underwerld influence does exist. Fur-
there, several wholesaleors hsve substantisl criminal records.
There were found definite links between smuggler and wholesaler.
Telephone records indicate patterns of these alliances, but alone
they are not substantial enouch to support a prosecution for
fraud by wire. BSome major distributors in New York were found
to employ a traffic manager to expedite the flow and act as go
between in dealings with wholesalers. Others dealt direct with
the North Carolina distributors. One group found it safexr to
deal with a wholesaler in Virginia, paying a little more, but a-
voiding the attention directed at traffic in Horth Carolina.

In December, 1973 am interstate taskforce operation
was conducted in North Carolina. This unit assigned two investi-
gators to cooperate with these cfforts. During the montns of
fpril, July, wnd September, 1974, out of state overations were
conducted in cooperation witn other enforcenent agencies having
menbershiv in the Eastern Seebourd Interstate Cigarette Tax kn-
forcement Group. Lach opcration lasted one week. To each this
unit supplied six (6) investigavors and one (1) supervisor for
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five (%) day period. These operations were basicslly relay
systems, set up along major smuirgling routes. Activated by
intelligence from confidertial informonts or investigebhors in
the vicinity of wholesale distributors, known to deal heavily
with smugglers, the subject venicles were tailed varying dis-
tances by seven (7) relay teosms.until the vehicles reached
either Marylsnd or New Jersey, where they were stopped by local
law cnforcement agents and the cccupants apprehended, end the
contraband seized. The first and second operation met with good
results. The lalter operation had only limited success.

During the closing months of the Grant personnel invest-
igating major cases 002 and 006 conducted independent surveillances
in New Jersey, and followed vchicles from New York to Virginia. In
due course, the State Police and Tax suthorities were notificd.

Two arrests vere effeccted, one in New Jersey, another in Maryland.
New Jersey authorities were also notified of our findings concerning
a smuggling ring with warehousing fecilities in the Seacaucus area.

Conferences

During the life of this Grant confercnces were held with
representatives of law enforcement apgencies and tax administrators
of all the concerned states along the Bastern Sesboard, and with
Federel and State apencies concerned with this problem or related
areas of investipgation. The following is a particsl list of con-
ferees with whom represenbatives of this unit have met in the pur-
suidt of our azims.

s

Comnectvicut State Tax, Special Investipations Section
Delavare Stote Police

Maryland Tobacco Tax Unit

Maryland State Police

New Jersey Division of Taxation, Special Investigations Unit
New Jersey State Police, Intelligence Division

New York State Departient of Taxation and Finance

New York State Special Prosecutor's Office

New York City Finance administration, ¥nforcement Division
New York City Police Department Intellijence Division
North Carolina Stabte Bureau of Investigation
Pennsylvania Burecau of Cigarette & Beverage Taxes
Virginia State Police - Intelligence Division

Northern Virginia Cigaretve Tax Board

Federal Bureau of Investigation

U.5. Postal Service -~ Postal Inspectors Office

Internzl Revenue Service - Intelligence Division

Nassau County Police Department - Intellipgence Divisioan
Buffolk County Police Vepartment - Intelligence. Division
District Attornies Offices, in all N.Y.C. counties,
Nassau and Suffolk Counties.

Enforcement Referral Information

: In the early months of this Grant representatives of
this unit visited other enforcement zgencies to solicit aid and
cooperation, and to gather intelligence on this interstate problem.
Most agencies were most cooperative. These meetings later led to
the formation of a task force, and later the Lastern Seaboard
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Intersteate Cipurette Tax Inforcement Group, as a coordinated
effort epainst cigarette smuggling.

Once this unit was operational and current information
began to flow, it was determined thet much of the local infor--
mation rcceived could be referred to either the New York State
Special Investipations Bureau, or the New York City Yinance
Adnminigtration nforcement Unit for investi,ation, vscause al-
though valusble for intelligence, priorities did not allow for
investigations at lower levels of cigarette distribution. Re-
cords of thig command indicate the following regarding referrals.

To: New York State Tax Devartment

Cases referred for investigation 52
Cases in which results were obtained 17

To: New York City Finance Administration

Cages referred for investigation 51
Cases in which results were obtained 27

Tos New Jersey State Police

Cases recrerred
Cases in which results obtained
Pending

= O\N

To: HMenylend State Police

Cases referred 1
Cases with recsults 1

In addition & number of intellipence transmittals were
sent Lo the sbove and other enforcement agencies.

Requests To/From Other imencies for Assistance

In the early stages of this Grent many requests were
sent out for informetion and assistance. As the unit matured
it became more sclf sufficient and in time grew to a position
where assisbance to other agencies became common. In seeking
intelligence from others, it was found that most agencies are
more ‘than willing to ald and respond to a reguest. Personal
contacts made through the interstate task force (E.S.I.C.T.E.G.)
have enhanced the free flow of valuable informetion. Our re-
cordy indicate seventy three (73%) written requests for information
from other agencies; in addition, innumerable telephone requests
arc recorded in our files for information on arrests, vehicle
identifications, and other pertinent data. Information was gen-
. erally reccived promptly from all ggencies. During the Grant
period this unit has made available to all concerned sgencies any
information at hand related to cigearctte smuggling or known
smugglers.

o With regurd to arrest details, a system has been estab-
lished, and is working very well, whercby Hew York State Depart-
ment of Texation and Finance acts as a clecring houce for all
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apenclies on a standardizcd form pertinent arrest snd seizure in-
formation on all reported arrests in Virginia, Moryland, Penn-
sylvenia, lew Jerscy, New York, and Conneccticut. DThis hus been

a very valuable tool in compiling reliable files on smugglers and
their movements and relationships.

0y

Revolving Resource Fund

The revolving resource fund was initiated to have ready
cash available for undercover purchasce of untaxed ciparettes.
Ideally, @mounts spent would be refunded through sales of these
cigarcttes to licensed a_ents at auctions conducted by the New
York Btate Department of Taxation and Finance; the total received
from the sales beins returncd to the fund. During the Grant
period $20,5%8.45 wes expended, only $7,467.60 from the sale of
one lot of 6,000 cartons of untaxed cigarettes. After the ini-
tial sale there was a reluctance on the part of State Cfficials
to dispose of further purchased cigarettes in this manner. The
Btate Tex Commissioner indicated that they would continue to
auction undercover purchased cigaretvtes in the same manner &s
seized cigerettes, returning one-third of the proceceds to the
New York City TFinance administration, and the remaining two-
thirds going to the State Trecasury.

Even if the cipgarettes purchased in undercover operations
were sold at suction and the proceeds returnecd to the fund, the
fund would still be self depleting, because the revenues realized
from the sales arc but one~third of the purchase price. Further,
nuch of the purchased goods ere held as evidence and not saleable
after laying in the property clerk's storehouse for menths.

Warrants

During the grant this unit investigated organized crine
involvement in digarcette smugpling operations. Consecguently, we
directed our atbentions to major smuggling operations, perticulsrly
those which obwviously or apparently had links with known organized
crime members. In doing this, efforts were made to taske each in-
vestigation to the highest level attainavle before moking arrests;
and once bthis was accomplished, continue to disrupt their activities
by the seizure of large guantitics of unbtaxed cigarettes transported
by these subjects. It is only by seizures, which hurt these op-
erations financially that these people are driven ocut of business.

In pursuing these aims nmembers of this comprand heve
strived to make cases which will be prosecuteble and not subject
to dismissal. For that reason, a policy was esteblished making
nmaximum use of arrest werrants (after indictments) and search
varrants in other cases. Search werrants avplications are pre-
pared with care, lest they be overturncd in the court process.
During the grant period the following use was mede of warrants.

Search Yerrants:

. Lpplications made 29
Warrants issued : 29
Warrants denied 0

Lxecuted with results a2

s
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Executed without results 0]
Not Iixecuted 7
These warrants resulted in eighty seven (87) arrests.

)

Arrest Warrants

Baged on indictments, werrants were issued and arrcsts
effected on twenty eight (28) individuals, involved in nine (9)
cases. The majority of these stemmed from undercover opecrations.

Vehicle Rentals

Initially it was enticipated that members of this. unit
would spend a great deal of time in North Corolina making sur-
veillances in the vicinity of the wholesalers who supply cigarettes
to the smugglers. This was found to be unnecessary. Althoush
vehicles were followed from New York to Carolina and back on
occasion, prolonged surveillance of the sources was not required.
Consequently limited use was made of rental vehicles.

Rentals were used on occasions when investigators were
flown south to tail specific trucks carrying untaxed cigarecties,
for which scarch warrents werc being prevered. A4lso vehicles
were rented on occasion for use in the interstate task force
operations described above. They were also used by undercover
investigators in their operations.

It was found that by using ficticious registrations
and changing plates occasionally the ten vehicles supplied by
Grant funds, which were equipped with radio equipment and bat--
tery chargers, adeguate mobility was aveailable to investigators
for suvrveillance, without fear of detection.

Informants .

During the life of this grant eight (8) persons were
registered as confidential informants.

Cele # 1 = referred from Federal Bureau of Investigation
was a source of information on independent operators dealing
directly with wholesalers in Worth Carolina. - Limited value.

CeXe # 2 ~ known distributor of small ouantities of
untaxed cigarettes was able only to give information of his sources.

C.I. # % = the source of detailed informstion on large
scale independent smuggling operation, which also had limited
dealings in gambling and loansharxing. Seven arrests resulted in
the case.

C.I. # &4 - has supplied detoiled information on sub-
Jects in two major cases with organized crime connections, and
timely information on distribution channels. This subject hes
given information resulting in numerous arrests, including major
operators and distributors affilisted with major groups.

7 C.I. #5 - supplied worthwhile information on high

level distrivutors, with direct ties to organized crime, which
reculted in five (5) arrests.
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. C.le # 6 - nlleged to have information on smugpling,
hijacking, and other criminal activity. However, little concrete
information was received.

Cele 7# 7 = This cooperating individual supvlied in-
formation which ensbled this unit to infiltrate a smugpling op-
eration, meke several purchases, gain evidence of gambling vi-
olations (bookmaking) and obtain indictments for thirteen (1%)
individuals, some with orpanized criuwe ¢onnections.

C.I. # 8 = This individual has reported on traffic at
the distrivution levels. Through his information this unit has
been able to trace shipments back to their sources, and linking
distributors to major cases. This individual has been respon-
sible for six (6) arrests.

, The informant program associated with this grent was,
I believe, moderately successful. Use of informants enabled the
unit to make inroads into areas whicn might otherwise have been
impossible to infiltrate, or have reguired imnumerzble investi-
pative mon hours to attain.

From the original fund little monies were actually
expended because it was found that by also registering informants
with the Intellipgence Division of the New York City Police De-
partment, they were eligidle for payment from a fund nuintained
gpecifically for information leadin: to seizurcs of untoxed cig-
arcttes. Consequently that gource was used in nost cases. Vhile
the grant fund was used only in cases where subjects were not
also registered with the Intelligence Division, such as with
Federal Bureau of Investipation informants. Total expenditure
$877.00. All funds paid for information relating to New York
City operations.

Arrests: )

During the period which this unit operated under fe-
deral grant Cj 64968, the followinp errests and seizures were
effected.

Only primary charge listed. Most bribery defendants
and all subjects charged with possession of forged instrument
were also charged with possession of untaxed cigarcttes. - Felony.

By Cigarette Tax Enforcement Unit members

Charge
Bribvery () Felony) 18
Poss./Sale Untaxed Cigarettes, (E Felony) 100

Possession forged instrument ( D Felony)
Possession Usury records (D YFelony)

Robbery (D Felony)

Promoting Gambling ( A Misd.)

Others:

By Hew Jersey State Police upon direction of
this unit. (Untaxed Cigarettes) 5

(OIS I
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By Marylund Suate Police on direction of this unit.
(Untuxed Ciganettes)

I

1%6
Beizures:
Vehicles ‘ ‘
Autos 16
Vans 22
Trucks 7
45
Monies
Bribery Attenpts $3%,990.00
Other Evidence 8,396,000
Found in Vehicle , . 700.00
$435,086,00
Ciggrctﬁes Seiveds
Seizurcs 128,350 Cartons
Undercover buys 10,058 "

Recovered hijacked goods 2,755 "
41,165 "

In addition, a number of complaints which referred to
independent smupgling operations, or lower level distributors of
untaxed cigaorettes have been referred to the New York State De-
partment of Waxution and Finance and New York City Iinance Ad-
ministration with the following results.

New York State Tax

Cases Referred - 52
Cases where results were obtained 1?
New York City Finance

Cases referred - 51
Cases in which results were obtained 27

| In the above arrests are included seven (7) individuals
who have direct ties to organized crime families, and an additional
seven (7) who are known associntes of organized crime members. 51l
najor subjects mentioned in the State Investigation Commisgion rc-
port (1972) on cigarette smuggling have been arresbcd by this unit,
many on bribery charges as well as possession of untaxed cigsrettes.

This project has had a highly significant impact on the
cigarette smupggling problem. The arrests of known orpanized crime
figures within New York City have proven beyond a douvt the in-
volvenent of members of organized crime femilies in this profitable
illegal enterprise. Investigations of persons involved in cig-
arctte smugpling have uncovered direct ties to high level orginised
crime members, snd have shown involvenments in ganbling and loun=-
sharking, as well.

A
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During our invegstigations severul major transporbers
of untexed cigarettes were apprehended, including oreindividual
baged in Virpinia, who is believed to be the mont sipnivicant
transporter on the East Coast, with a nationwvide networic. lHe
gserved as the transport export for major smupplers and had con-
nections with organized crime figurcs.

Vast seizures by this unit have forded snupgilers to
sbondon larpge warchouse facilities and lerpe over the road ghip-
nents and revert to a more costly method of oncration, featuning
numerous swall loads, and continually changing "drop" locations;
and have forced some Vo limit operations; others to abandon the
transport of untaxed cigarettes.

Eguipment

Under federal grent CHOo4968 this unit purchased a quuan-
tity of technical equipment designed to aid in surveillance and
subtantiate obscrvations with physical evidence (vhotographs,
video~tapes, recordings); thercby developing unrebuttable cases
for the prosecution. A list of 11 equipment rcceived and used
is attached on schedule I (4 pages).

Much of this equipment was not received until the pro-
ject was well into the initial grant period, the majority of it
being delivered buring the second year of the grant. This was
one basic difificulty which wus encountercd. The proplem ariscs
from the disposition of grunt funds from the State to the City,
and differences in the internal accounting systems used by the
two Jjurisdictions.

Some equipment was used extensively, other items were
needed only in specific instances or had liwmited application.
The following is a summary of the use to which technical equip-
ment was put during the grant period.

Al) binoculars were issued to the individual teams of
investigators for use as required on day to day basis, as were
portable radios which eiabled instant communications between
the base and field units, and inter car communications between
the various field units. All other equipment was mainbtained at
the office and issued to individuals as needed.

The VWacken-hut traciking devices were used not only to
find or trail smugglers on the ground but were also used on sev-
eral occasions from helicopters with success. These devices
were used on numerous occasions in ten cases. One of the tra-
cking devices became defective and was returncd to Florida for
repairs, nmaking it unavailable for several months. Members of
this unit received training in the use of the Wackenhut tracking
device during the program. It was found to be an invaluable
tool in investigating transportation of untoxed cipgarettes.

Polariod cameras were used primarily to record layouts
of premises entered under search warrants, and the locations
and volume of evidence found. These pictures served to sub-
stontiate the ofiicers testimony in court. 'This equipment was
used on ten occasions,
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On three times for adaminictrotive purposes - picturese of ell
personnel nequired supually.

Nikon Cameras, wund vardous lenses were used oxten-
sively in swvedllonce work, as an aild in identifying subjects,
und, autos; and mednbedning photoprannic accounts of activity
at suspect premioes.  Phis cquipment wos found to be casy to
hondile and operute, piving excellent pesults. Focus und depth
of fiield ¢nuvily wdjustuble. Uhe cameras shutter speed and
aperture cebtings wene of exmcellent gquality, permitting good
pietures even in limited Lipht, withoul use of flach atbuche-
nents, which moade it very useful in secretive operations.

Often obrenvebions were mude from a ven type truck or from inside
locations a distence from the subject, here the 200m.m. and 400
Meime lenses were cspeclally uwcefule. The £logh attachments for
these caneras were not used during the proosrem period Btrobonar
filters were used sparingly bubt found useful in those cases in
which they woere employed.

The telescope wag utilized in a number of cases wvhere
lorg dicvunce surveldllance was reaquired. This item, like the
binoculans way rocedved in December, 1973. The tolescope quality
vius adequede but o problem arose with its btripod. The aluminium
atbachment corew was not adequate and required replaccement by
a sbeed serew (no expense incurred).

This wndt ourchused a nuwber of recording devices un-
devr this parant award.  Some were usced exbtensively, others huad
Limitoed application in the program. The Hapra recorders which
are casily concewled were found to be in great demand and of
great value in vhe investipgative procedure. They were used in
undercovern operations to record conversations, in arrests sit-
unbions, vribery cases snd interviews with confidential informunts.
Their qualdty of tone made recordings produced on them acccptable
as evidence in a nunber of cuses.

| Of course, these tiny tapes had to be reproducced on
the Romberp or Uher recorder for use of the prosccutor, or other
anterested parties.

The other Craig und Sony recorders werc used in a va-
ricty of situations. Two hundred fifty individual tapes were
nade during investipoations, conferences, meetings, arrest sit-
uations, end intervievs. In some cases recordings of telephone
icngersutions were made using the coils purchased with grant

unds.

. The Intelligence Kits (Bell and Howell FIM transmittenrs
and voice pugers) were found to have limited epplication. They
were used prinurily vo monitor convers:tions between undercover
officers, opr confidentiuzl informants and third parties. VWhile
their use was limited to less than twenty situations, these were
often meetings erucial to the cases involved, and at times where
personul dunger to wn officer or cooperating individual was very
possible.
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Thege trunsnitbers were found to be voery sensitive
pieces of cquipment cuasily subject to interference from noive,
and structural conditions in the arca. Thoir ranpe is limibod,
but they were found to ove useful toolg in o limited numbexr of
sped LLic sibtuations.

An extrenely uscful group of items was received on
May %1, 1974.. These were the HOWY video novern, monitor, ne-
corder and reluted itens.s ALl members rceceived troining in
its use. Uhie cquipment was used to record obscrvations made
Tor gearch warrants, and also execution scarch wanrants. Recon-
dings have been entered as evidence in two cuses. In one re-
cent case video tapes made at o Brooklyn locatvion enabled mom-
bers of the unit to obtain an indictment for a subjoct who was
not present ot the time of execubion of a search warrant.

, This equipment and tapes have also been used as a
training aid in a course delivered at the New York Btate Police
Acadeny in Albeny, to nmembers of various police apencics.

‘this lecture on "Organized Crime involvement in ciparette smugg-
ling" is deliveved by a detective assipgned to this unit in an
effonrt to maxe othen crencies sware of the condition, and thoce
involvedy and enlist their aid in the enforcement of the cig-
arctlte tax laws. Tapes made by this unit have also buen used
as a training ald in a lecture given to superior officers ine-
volved in training of uniform officers.

“ Bxpanded wee of this coulpment is anticipated in con-
ducting present wnd fubure investinations. These itens arve
simple to use and resulls have been exeellent.

The Zoomur nipht vision scope end rclated cquipment
was not received until the closing doys of the prant extension -
April 24y 1974. Althoush extensive tesbs were conducted by
techincal cxperts who field tested this item mnd found it more
than adequate, no investigative use was made of this item
during the last week ot the grant. A1l availoble personnel
received training in its use during the month of May, end pruc-
tical use in surveillance situations is anticipated as the need
ariscd.

It should be noted that initially two such items wewe
ordered from differcnt vendors. One order was cancellid when
the vendor advised discontinuance of suid model. NTo replace~
nment was ordered becnuse of the short time remaining in the grunt,
and the limited need for such itens.

Autos

- ‘The milage on the autos purdhused with federal grant
funds varied between 28,000 and 40,000 miles ot the end of the
grant period, with the averace being approximately 33,400 miles.
These vehicles are used daily by the invesvipative staff. Aside
from one car winich was out of service for sn exbended period,
thece vehicles have performed satisfactorily with only the usual
routine maintainence,
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The surveillance truck has been used regularly by
all teams. It hos relatively little mile e, becavse it is
parked at fixed locations from where obsewxvabions can be
made. This vehicle wes also used os a commund post in sev-
eral operations. An officer wobtching a location was able
to advise olther investipators of conditions, &nd when and
where to station themselves, or when to exccute a sewrch
warraat.

Plannine Trips

Plenning trips wewe designed to enable the project
dirvector to visit other statesy meet with, and discuss the
ciparette Bootlegging problen with cenforcement authorities
snd. tax administretors of other states, in an attempt to
gain cooperation and & coordinated effort against a common
problem. IFurther, these trips were used to discuss modes
of operation, and develop a joint interstate task force.

Members of this unit, pgencrally the Project Di-
rvector snd one other, atlended meetings held in various lo-
cations along the castern seavoard beginning in January,
197%. 4An Ad Hoc Committee was formed by the interesbed por-
ties and plans were develoved which led to the successful
undervakings desceribved above -~ Out of Btate Operations.

In addition, the cooperative spirit which evolved
from these conferences led to the formation of the Hastern
Beabourd Interstate Cigmarette Taw Inforcement Group waich
was formed in August, 1974. DlMembership in this group in-
cludes representatives from eisht states, #nd a number of lesscr
Jurisdictions, and federal apgencies. This group is a signi-
ficant step forwerd in the arca of cooperstion. Not only-is
this unit a member ol this group -~ representing New York City
Inforcement, but members of theé Police Depertment, Intelligence
Division also serve us coordinators of the group. The In-
telligence Divigsion acts as a repository for information ga-
thered by the nember agencies, analyzing and disseminating
intelligence to the members concerncd.

In all twelve (12) planning trips were made by the
Project Director. e attended meeting in Albany, New York; Bal-
tinove, Marylend, Newark, New Jerzsey, Hurrisburg, Pennsylvaria,
Springfield, liass., &Lrlington, Virginia, and NWew York City,
ecach trip aversging 2% days, and several neetings of one day's
duration.

Major Cases

During the duration of the prunt members ascipgned to
this unit directed their primary attention to the activities
of several combines believed resposible for the bulk of or-
ganized smupyling operations in the New York metropolitin zrea.
Gix (6) major cases were esteblisned based on the facts re-
ported in the Few York State Commission of Invesuigation report,
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. intelligence available in this departuweut, and knowledge go-
thered during investipation. The fipures behind these groups
vere our primory targets.

Major Case 1

The subject of this investigation was James Donovan,
wvho although residing in Virginia, overatced the laryest sine
ple smugpling opereivion on the Hast Coast. He acted as inter-
mediary ovetween l:rge volume smugglers in MNew York and the
suppliers in North Carolina. He 2lso supplied transportation
for the cigaretves to their northern terninsls.

Investigators discovered that one man acted as a cen-—
tral orderer and collector for major distributors. He would
consolidate orders, contact Donovan, and dispatch a courier
by air %o VWVashington D.C., with payments. This subject main-
tained close contact with major organized crime figures affi-
liated with three crime fomilies, and was engsged in other
criminal enterprises, An vrganiration structure of this op-
eration is attached. This chart was made based on intelligence
gathered rrom surveillance or the subjects. This unit set up
undercover ovperations and infiltrated this group, mede large
purchases of untaxed cigarettes, ~ maining insights into their
operations. These investinations culmineted with the arrests
in February, March, and June 197% of fourteen (14) subjects;
including five (5) of the main operstors of smuggling combines,
who have direct connections with orpanized crime fawilius.
Tnese arrests concluded the initial phase of this investigation,

Attention wes then direcced to other areas of investi-
gation. This group was recently given reneved attention by
this unit; several of the roles have changed but basicelly the
condition continues. An in depth investigetion and resulting
arrests are continuing.

»

Major Case 2

Involved a Bponx based operation run by Dominick
Marchese, and Jack Robustelli. They were supplied by the
Donovan operation, but also used other sources when necessary.
Their distribution channels led into two counties. The op-
erators of this combine were arrested at a Bronx location in
dune, 197%. 3Both main subjects received jail terms upon con-
viction. Attention was directed to this group and through
observetions, it was determined that cigareties were supplied
by a group run by Frank D'Blaise, from a base in Carlsvasdt,
New Jersey. Joint surveillance with New Jersey dbtate Folice
and New Jersey Tax hAuthorities led to four (4) arrests snd
a large seizure in December, 1973. DRenewed surveillance of

. this group in 1975 led to arrests and seipuvres in New Jevsey
and lMarylend. Recent observations indiczte ‘the major sub-
Jects in Case 2 have retreated from the forefront but cus--
tomers are being suoplied by D'Blaise direct or other tTrans-
porters. Investigation is continuing.

Casé 3
This investigation centered on the activities of
Anthony Delona and his associztes. DeDona is a portner in

L R A ey SR ‘ R . Nies® ¥
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u lepibinete ciperetbe distribution dbusiness but believed
agsociabed with smuspling operations in Srooklyn, and Lweens
arca. ue setual opursblon was believed run by thowas Delio,
wnd doseph rastore. Uhese subjects wore obscerved meeting
with muerovs subjects wilh or anined crime conncctions in-
cluding Louis Rastelli an Aniello"Niel" Migliore. Although
small quantities of untuoxred cisurettes were ovserved, no large
seale smupsiling oneration was uncoverced. Dilio himself, was
murdered din ¥Febroury, 197%, und Pastore disappeured snd is
believed to have been liquideted by other factions in a con-
tinuing power strugple. Ho further activity was noted in this
case. Lt layed dormunt for several months, und was finally
cloged in fwvor of other prioritics.

Magjor Cane 4

This casc was oripinally established as a “B" priority,
until members of orpanized crime families were observed as
participeats, at which time it wus reclassified. The primary
targets weee Gactano Amato, and Joseph Yontillo, who sre allied
with the Volombo crime family.

The subjects of this cosc were found to deal directly
with wholesalers in Horth Cerolina, and operste “"drops" in
Stoten Islund and Zrooklyn. Arrests were effcceted July, 1973,
and Beptember, 197% and on Cevober 11, 1975, a nmajor appre-—
henodon wos effesbed. AL that time the swhjects of this in-
vegstipation were arwvested with three others foi possession of
untaxed eijerettes end bridbery. ALl defendants are know
criminals with direct links bto organized crime groupse.

Lfter these arrests continued attention was maintained
for several months without further results or significant ac-
tivity. BSeveral of these participants recently surfuced in
surveilllance relative to major case 2, but the operators have
not asserted themselves in the arca of untaxed cimarettes in
necent monchs. Continued attention is being given to subjects
and locations as time and personnel availability permits.

Majjor Cage 5

‘ This case was estsoblished in Novemver, 1973, after in-
telligence und information indicated that Joseph Fama, a Co-
lombo associate, was expunding his dealings in untaxed cige
arettes to a lerpe scale operation. 4ttention wes direédted
at this groun throughout 1974, and althoush Fama, who stays in
the backpround, was not apprehended, eighteen (18) arrests of
participants in this combine were effected in the exccution
of seven (7) seurch warrants ot various locations. These a-
rrests accounted for seizures of over %%,000 cartons of un-
taxed cigurettes. The Fama group was forced to retreat to
its formexr position, that of a small time car operation be-
cause ol the financial losses encountercd by these arresis.
Continued attention is being given to this group.

Major Case 6

. This case concerns the cijarctte smuggling activities
of Dominick Alleva, who together with snthony ssposito, is
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actively enpaped in the smygpling of untaxed cipavcties in
the Brooklyn and HStaten Island ercas. Alleva, o Colwnbo fa-
mily asgociate, was rormerly a customer of Anthony Grunata.
He began independent operations aftoer the arrests of his
supplicrs and the disruption of the distribution schedules.
This operation fluctuates between direct transportation of
untaxed cigarettes and deliveries by other emugsplens.,
Alleva naintains close tics with the DeBlause sroun (New Jerscy)
anerilenhoffer group (New York independent supplier) as well
as Jama.

Alleva maintained direct control of his operations
until he was arrcsted by this unit in March, 1974, with two
other participants, for brivery and possession of untaxed
“cipgarettes. After that btinme, he wemained in the background
dealing through intermediaries such eos Joseph Gigliobti and
Robert DiMatteo. 4Alleva made direct contact with a wholesaler
in Virginia, and hired drivers from Virginia to transport cig~
arettes to New York. By dealing in Virginia he avoided the
heavy surveillance in effect in areas of North Caroling bub
paid a little more pexr carbton. Suwnveillance of participants
in the Alleva/Esposito group have led to the obtaining of five
(5) search warments, which when execubed resulted in sixteen
(16) avrrests end the seizure of 21,000 cartons untaxed cig-
arettes. This case is continuing.

Short Tera Cases

In addition to the investipotion of groups which could
be tied to organized crimwe control or financing forty-eipght
(#8) shortterm investigations were opened. Surveillsnce was
made of locations and subjects believed enpaped in the unlawful
transportation end distribution of untaxed cigarettes in an
effort to link them to larger supovliers, ostublish definite
orgganized. crime affiliation, axnd incorporate results into a
major case, if possible; and impede their operations through
arrests and seizure. lMany of these cases were found inappro-
priate for extended investipation and were cloged or referred
to another agency. ©OSeveral werc investigpated wvithout results.

The first short term case involved Anthony Graznata, a
Colombo crime family member, financed by Vincent Gigante. His
customers included most major dealers in the lew York Arca.
Granata was operating openly in Brooklyn. He was arrested by
this unit in Harch, 1973, with five (%) other psrticipants
with possession of over 10,000 certons of untaxed cirarettes,
and immediately offered a %$7,000.00 bribe, #4,490.00 was re-
ceived at the location, and another charge was adced.

After this arrest Granata virtually disappesred. He
moved his bace of operations to New Jersey, and shortly there-
after disappeared from cigarette snuggling scene. hLils pro-
secution is still ponding in Kings County Supreme Court. (CT:U

#149) .
CTEU Case 7261

This case concerned.the smuggling activities of Paul
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DeFiore, connected by association to members of the Colombo
and Vario crime syndicates. Thig subject wos found Lo be
supplied directly Ly one middle man, a MNorth Carolina re-
sident, with a criminal history. Weexly loads of 7,000 -
8,000 cartons were marketed by this group. The turget, De
Fiore, .and two cohorts were arrested in July, 197%. All
werce convicted alter trail in Brooklyn Supreme Court.

Information regarding renewed activity by this group
was received in Novemoer, 1974. Threo (3) arrests were effected
after investi, ation, and 10,000 cartons seiued. (CTEU #998)

An undercover operation conducted on a short term
bases netted fourteen (14) arrests on a variety of charges
(promoting geambling, possession of usury reccords, and possession
of untaxed ciaarettes&. The primary defendant was a Police
Officer, since firced, who pleaded pguilty to a Class A misde-
meanor. Other subjects pleaded guilty to various charges.
(CTLU #253%)

Come 280 was conducted jointly with Postal Authorities.
T'his investigation bepun June 1, 1973, resulted in one. arrest
for bribemy and possession of unbtaxed cipgercttes (Distributon)
gn June 27, 1973. The defendant plecaded guilty to a Class I
‘elony.

Infiltration by a confidential informant led to arrests
of two larpe scele independent overators in CREU case 571. Both
pleaded puilty to a Class I Felony. '

In June, 1974, an investigation wss begun which looked
into allepations of large scale distrioution of untaxed cig-
arcltes on Staten Islund. After almost three ponths of investi-
gation by officers assigned to this unit five (5) arrests were
cffected., MNetted in this arrest for Lribery, untaxed cigarettes,
and posscssion of stolen proverty (hijacked cigarettes) was the
Robert Dillatteo, a major suvject mentioned in the State Investi-
gation Commission meport, who's activities had, up until that
tine eluded the attentions of this unit.

Subsequently, this subject and three others were arrested
at another Staten Island "drop" in possession of 7,800 cartons
of untaxed cigarettes (CTEV 7!874), he was also linked to subjects
in major case 6. Dillatteo was recently found guilty of bribery
and possession of untaxed cigarettes and sentenced 1 ~ 4 years,
and 1 - 5 years on these charges.

On March %, 1975, a shert term investipgation was begun
in South 3rooklyn relating teo the distribution of untaxed cig-
arcttes. It was discovered that deliverics of approximately
2000 cartons were received three times weekly by Thomas Stuto,
the nephew o0f Gennaro Cirillo, a Lieutenant to Carmine Persico,
and a soldier in the Gambino crime family. Observations were
made and secarch warrants obtained. A raid on March 14, 1975,
netted Stuto, his partner in a gembling operaztion. Alan Longo,
and six others in possession of 2,000 cartons of untaxed cige
arettes.
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_ On August 25, 1972%, an undercover officer was as-
signed to infiltrate confederation believed to be involved
in the distribution of unbaxed cigorcttes and bookmaenking.
This officer made ten (10) purchases totalling 2,600 car-
tons of untaxed cigorettes, met with associstes of orpunized
crime figures. is efforts resulted in thirtecen (13%) arrests
for sale of untaxed cigarettes ond conspiracy. These cases
are pending in Kings County Supreme Court. (CILEU #3%8)

Case %61 investipated in conjuction with another
agency, resultved in onc (1) arrest of a middle level dis-
tridbutor for untaxed ciparettes und bribery on November 27,
1973, after a two month investigation.'

Disposition of Criminal Proceedings

_ _The following is a listing of the remults of court
action in cases processed by members of thiy unit for vio-
lation of the Few York Stute Cigurctte Tax Laws.

Cases - 112 - Felony Charges
Convictions - 47 -

Dismissals - 2 = (upon plea of co-defendant)
Pending - 63 -

Of the fortyseven (47) convictions recorded at vprecent
one-third (16) pleuded to or werce found guilty of a felony
charge; two~thirds (31) pleaded to or were found guilty of a
Class A misdereanor after trial.

Of the fortyseven (47) defendants convicted to date:
eight (8) have received jail terms; seven (7) ranging from
%0 days to one year, one (1) defendant sentenced to from
1 to 5 years.

X Sixteen (1%) have received fines ranging from $100.00
to $1,000.00.

Six (6) have been sentenced to three (3) years pro-
bation and fines of $500.00 or $1,000.00.

One (1) subject has been sentenced to five (5) years
probation and $1,000.00 fine.

Two (2) defendants received five (%) ycars probation.
Two (2) defendants received three (3) years probation.
One (1) defendant received a conditional discharge.

Eleven (11) others have been found puilty but no dis-
position has yet becen recorded from the court recerd.

’

This is a vast inmprovement over the small fines levied
against offinders in prior years. DNot only have we attained
a 9%% covicition rate, but the fact that 34% were comvicted
of felony charges is unpresidented. It indicated an aware-
ness of the depth of problem on the part of the prosecutors
and judges. 3y snaring subject with high level orgenized crime

connections, we have been eble to show, to even the most

. . . “ - M
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lucrative illepel enterprise. Cons cqucntly, the prosccution
wrm of the crnmlnal justice system hes done a credituble job
in preparing and pursuing these cases

Project Impact

This proaect has hed a highly significant impact on
the cigorette smupgling problen. 4Arrests of orpanized crime
figures within New YOrk City have proven beyond'a doubt the
involvement of members of Orgonized Crine Familices in this
profitable illepal enterprise. During the covrse of the Fro-
ject numerous major cipsrctte smugglers nave been avprehended,
including one individuel working from a bese in Virginia, who
is believed to be the most significant of &ll smupplers, with
a notionwide netvork cnd the alleped transport cxpert lor or-
ganized crime figures. Vast seizures by this unit, totalling
in excess ol 100,000 cartong, have led to the abzndonment of
1arge warehouse focilities by smygilers and a reversal to a
nore blv metnod of operation, festuring continuous small
loads, d1 yersal to ovc“ul continually chongping Jocatlon¢.
In ten ( 405 arrest situwations durin:. tlo period of this pro-
;oct bribes ranging from H400.,00 to 15, 000.00 were offercd,

thlnw nn.th@ arrest of ﬂo persons on bribery charges, in
uddlthﬂ to the charpe of untaed cigareties.

Cooperation with the apencies of the various states
alfected by local cnfavetue smunsling activities has develoved
greatly.  In August, 1974 the "wastcern Secboand Cigarette Max
and. Enforcement uroup” was formed. his pgroup cvolved ifrom
the coopen rative venbures of Tax Burcaus end Tax Inforcement
Agencies of nice (9) eastern states. Several successful coor-
dinated afforts had preceeded formal founding of this group.
The purpose ot this group is, of course, the coordinating of
the efforts of the member units.in enforeing their respective
tobacco tax laws. This unit has entered into active member-
ship. £fnother ares in which this project can be considered
to have had an important influence is the gradusal rise in cig-
arette tax revenues during 197% and 1974. Stave officials
have estimated tax logses to the City and State of New York
resulting fronm c1garette snugling av approximately 485,000,
000,00 a yecar. Xfforts by this urit and other tux enforcement
agencies are oelieved to have contributed to the rcported in-
creases of approximately $8,000,000.00 in cigarette tax re-
venue during the paest year.

The smuggling of cigarettes has not been curtailed;
nor can it be as long as it remains profitable to the smugglero
Ve have mede some strides in that direction. 3y forcing the
smuggler to abondon large truck losad shipnents, it has bvecone
more costly. Many organized crime members who werc involved
ore felt to have withdrawn or limited their supoort of these
ventures because of the risk factors. DMany of the fipures
arrcoted in the curly stuges of this program have 1nsulatod
themselves from rearrest by rellnoulshlﬁg direct control and
financing others through ururous loans, or for a guaranteed
percentage of estimated profits.

Efforts ageinst the smuggler will continue, by direct
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ccetion of this unit, and other enforcement apencies and
continued joint interstate efforts. The technical equip-
ment purchased with grens funds will continue to be used
for investipgotion of ciperette smuppling operations.
Several picces of technical cquipment have been made aveil-
able ior use by other units within this burewu who have
need of them in their pursuits.

In conclusion, it is the opinion of the undersigned
that this progrem has had a definite impact and has been a
5UCCEeSS, '

).
! . Nl *,ll; (l) f }
(o b A Waans s
Robert G. Noonan
Lieutenant
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el SCupbULE I )
ol v June, 16, 1975

ECENICAL BGUIPHMENT MAINTATHED BY GIGAREITE TAX ENFORCEMENT UNIT UNDER FEDERAL GRANT CF GAOE3

L
CUANTITY 1T DESCRIPPION & MODEL NO. SERTAL NO.
WACKELHUT : , | #654 Comb. 4173, 744 Comb. #176
EPC CODER ' #5469 _
IPC CODER ‘ #1024 thur 4030
SCHY TC 55 RECORDER #63128 thur 634144
PIZZ0 MICROPEONE DX 133B
POLARIOD CAMERL # 450 oL #DX289918,~-DX289551
CRAIG RECORDER 2605 .+ #16318255
CRAIG ADAPTER 9215

GRAIG RECORDER 2623 ‘ #35320775%
TANDBERG RECORDER 1421 ~

TANDBERG MICRCPHONE 3851 (RHELM)

POLARIOD FLASH UNIT )

NIKON BINOCULARS 7X21 #oB3850, 593385, 595098, 595238

NIKON CAMERA 77340082, 7351751, 7352918
RIKKOR LENS 5SMil #235957
NIKKOR LENS 200iTi #512959, 508702
SOLIGOR LENS & CASE 400MM #17102079, 17102034
STROBONAR 770 FLASH UNIT & CASE & ACC. . :
- BUSHNELL BINOCOLAR 7x35 : #31816, J1628, J1840
BUSHENELL TELESCOPE #7665
TELESCOPE TRIPOD _
CRAIG RECORDER 2623 £35208315, 33207433, 33208144,54433587 .

STROBONAR VARIABLE RANGE FILTER
'STROEONAR LENS FILTER KIT

WO AR A AWADNSAWE NSNS AP EDdNS L]



GUANTITY
6

WD A D AN NS0 D 3 O =S W WD AN

PRSP N S

ITEM DESCRIPTION & MODEL NO. - SERTAL MO,

SWIFT BINOCULAR & CGASE 7x50 #1=751629; 1-721601, 4-731545, 1-7317
(2 200M 6-12x) (#308709, 3057332

XATI - COPIER (QUATITY 2) ,

UHER RECORDER & MICROPHCNE » : #143762

CAMERA TRIPOD

TELEPHONE COILS (QUANTITY 3)

SCNY AC ADAPTER & BATTERY PaCK
UHER POWER UNIT & BATTERY CHARGER
MINI MICROPHONHES

NAGERA RECORDER & IMICHOPHONE

end nead Set & Holsuer and
STRAP & 85 MICROPHONE PLUG & SHB ACG.
PLUG

SONY RECEIVER 4CF 55CCw
BCDY TRANSHMITTER BTECOO

BELL & HOWiIL VOICE PACER . 13327 thra 13352
BELL & HOWELL BATTERY CHAKGES | 3254 thru 3504
BELL & HOWEZLL ™2 ! TRANSMITTER 655

BELL & [IOWELL: ToW TRANSHITTER - 2625, 2626

AUTO CLIP CN ATERNA
SONY VIDEO ROUER 11 AV3500
SCNY PORTABLE MONITCOR CVH 142-11 INCH
SCOHY YORTABLE MONITCR CVit 104-18 INCH
SONY 1" TAPE VIDZOCORDER AV3650
SONY ¥ T4PE VIDEOCORDER AV3600
RADIO FREQUENCY ADAPTER

120D VCZ-204
ADSPTER NIXON NT. TOC NT.

NALGD& REC, S - 518924 & SAR1799B
& SFA ACCESS. FLUG & SFN MIC. PLTC. -

»

-

12133 & SAR13163 & 118385
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ITEM DESCRIPTION & MODEL WO,

CUANTITY
12 RADIO (U-S430 thru U-0444)

SERIAL NOC.

M23376 20300, 128360 ,M28I 3V, 128520,
M2BJIIU #2940 ,H28I4U ,M29J 20, 428590,
128250 ,112838T

POLICE DEPARTHMENT EQUIPMeNT USED BY CIGARETTE TAY ENFRRCEMENT UNIT

2 RADIO gU—9097 s9098 ,9099 »9/‘0" 79102
RADIO (U-9104 & U9406)

BATTERY & RADICPZONE CHAKRGER

AUTO RADIO CHARGER

AUTO RADIO MOTORCLE

AUTO RADIO CHARGER

AUTO RADIO CHARGER

MOTOROLA CONSCLE

FIOTOROLA CCONSOLE

S, W, . Y

UL WL, CRL N ¥

M0BJ56G 102317 ,M 03343 ,109JE€6 ,1Z8J9E,
MOBJAG JCT7I1G

- OCCB# 32

DVCO7 (AUTO 7033)
CBE2 (AUTO 7029)
DVC 165 (AUTC 7028)
VsS4 (AUTO 7027)
T24403 (AUTO 7027)

CTI 1C# €703 (AUTO 7027)
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