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with conspiracy; together with John Mitchell and-Maurice Stans..in
connection with the $200,000 cash. contribution. to President Nixon’s
CAMPRIGIL . L e AR
. Subsequent to that indictment, he was indicted on four additional
charges at yarious times from the spring of 1973 to"January of 1976,
United States. ) . S e

- Originally he was in Costa Rica and an effort was made to extradite
“him from Costa Rica and the extradition was unsuccessful. It was re-

All of these indictments were returned sfter Vesco had lefls the =

jected by the Costa Rican courts on the grounds that the-crimes for

which he was being charged were not covered by treaty bebween Costa
" Ricpand the United States. - . . Ao w o b
"Ultimately he left-Costa Rica and went'to the BahamasAn attempt
was made while he wag'in the Bahamas to sxtradite him on another one
of these indictmen{s, sl sgain there was the holding of the Bahamian

court that the typé ime charged inthe indigtment was not.the type
ot ¢rime covereﬁ by fhe treaty between the United States and the
Bahamas.” © " ' b : ‘ et

- Subsequently there were efforts~=I think well publicized by now—of
_ the State Department.to intervene with the Government of Costa Rica
" to have Mr. Vesco expelled, and those efforts were not sucecessful, -
Mr. Vesco left Costa, Rica and is now in the Bahamas, aml I can say
the Government is still interested in pursuing every legitimate way we
- can to have him returned to the United States. T

Mr. Conyzrs. Do'you have anything further? A

Mzr. Gopaer, No. T SR et AR

Mr. Conyrrs. Then thank you very much, gentlemen. We appreciate
very much your contributions to the hearing. Lo

Our final witness is the Attorney General for the State of N ow Jer-

sey, Mr. John J. Degnan, accompanied by the Director of the New. Jer-
sey Division of Criminal Justice, Mr. Edwin H. Stier.
[The prepared statement of Mr. Degnan and Mr; Stiet follows:]

SraTEMENT OF JOHN J. DEGNAN%&:T&RNEY GENERAL, STATE oF NEw JERSEY ; AND

. THE SULUOMMITTEE ON ORIME, COMMITTEE ON THE JUDICIARY; HOUSE OF REPRE- -

X\ “Epwin ‘H. SrIer, DIkroror, Neiv JERSEY DIVISION OF CRIMINAY- JUSTICE, BEFORE

SENTATIVES, CONCERNING WHITE-COLLAR CRIME, ON NOYEMBER 30, 1978, AT THE
SoE00L oF ORIMINAL JUSTICE, RUTGERS UNIVERSITY, NEWARK, N.J, .

In the following statement, I intend to describe ste‘é‘i’ the experiences which

1he State of New Jersey has encountered in dealing\with economic crime’* In so
doing, I also intend to diseusgareasin whick T feel NewTergey lias been successtnl
and has developed unigue rémedies for dealing with this tFpe of crime. Con-
versely,Zwhile discussing the New Jersey experience, I also-intend to suggest
ways in which the relationship between the State and Federal governments can
be molded to produce a more effective law enforc¢ement scheme in confronting the
.challenge of economic crime. . P : R
, o Nefy. Jersey ig uniquely suited to Investigate and prosecute sophisticated eco-
nomi¢ crimes. In 1970, the State Legislature passed the Criminal Justice ‘Act

- whieh placed in the hands of the Attorney General Sweeping power to investigite

‘and progecute ¢rimes on a gtate-wide basis, The Act also created the Division
of Criminal Justice for the purpose of exercising the poivers and responsibilities
" of thé Aftorney General relating to the enforcement and prosecution of criminal
matters, In addition, it wag intended that the Division serve a coordinative func-

' 1!The Source documents from which this statement was derlved are attached ag appendices
L gp;i contain considerably moxe defafled dnformation relating to e¢conomic crime in New
Jersey. . o : ; : : : R
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tion which wasg designed to effect ‘a uniform cooperatlve enforcement of the
criminal law. Beeause of the working relationship among the Division of Crim.

there are no jurisdictional-Jdars or other impedimenty to the law enforcement
apparatus in New. Jersey in investigating economie crime in an effective way.

. Within the Division of Criminal Justice, certain sections are responsble for the

investigation and prosecution of sophisticated econoimie crimes iwhich require

©_ o ‘Combingtion of resources mnot found in Staté law enforcement in any other

agency. These resources include individuals with legal, investigative and account-
ing expetience as well:as intelligence analysts from the New Jersey State Police

- Intelligence Pureaw, In this way) permanent institutiong have been developed for
the purpose of investigatmg and prosecuting economi¢ erime and cooperative

relationships have been establisbed swhich are essential for success in this ares,

In February 1968, the Governor’s Select Commission on Oivil Disorders issned
a report detailing 14 investigation into the causes and events of the 1967 Newark
Riots. The Commission found that a‘central eause of the 1967 riots was a *per-

“vasive fegling -of corrnption” among the people concerning the city -government.

The report of the Commission wag rife with examples of the menner in svhich

" the-legitimacy of the.politieal, economie.and, social institutions in Newark deteri-

inn] Tustice, the Division of State Police and the twenty-one County Prosecntors,‘ ’

orated to the point at which those ingtitutions were no longer visble. The current -

prevalence of economic crime threnfens the legitimacy of our. institudions in a

&

way similar to the erisis which confronted the institutions of Newark more than 7~

-ten. years ago. As Congressman Conyers noted in his opening statement during

the irtroductory hearing in June 1978, economic crime breeds a cynicism and dig-
respect for the law and erodes the moral fabric ’and values upon which our soci-
ety-is built.-

One of the issues-which Congressman Conyers has raised a5 an area of inqutry
by this Subdommittee is the degree to which economie crime impacts on the price

‘of zoods-and services inurhan areas thereby exacting a disnrovortionate toll on

those segments of the population least able'to bear guch a burden. Tn reviewing
the areds of criminality swwhich the Heonomic Crime Section has mvestigated and

- prosecuted thus far, the severity of this impact becomes cleas.

The Eeonomié Crime Seetion of the Division of Criminal ,Ttlsfice was ccreated

in 1976 under-a grant from IBAA. As-an early project, the Section targéted”

energy theft, both ‘electrical and fuel, as an area of major fraud which was in

need of investl;zation Concerning the theft of ‘electricity, through the efforts of

- the'BEeonomic Crime Section,: the State Grand Jury returned an:indictment in-
volving a conspiracy whereby & group’of individuals devised a means of tampers.
.ing with electrical meterg and allotwing a vast number of, businesses to cheat the

electrieal company. of: justified electrical billing. The indictment charged twelve
individuals dand- eleven. corporations with 291 counts in..connection” with thig

hotr meteis. The indictment charged in excess of $200,000° in fraud and: it ig
helieved that thi§ ring actually defrauded PSE & G of Several million dollars

~scheme to defraud Public Service Electric.and Gag by tamnering with the watt

during the course of a seven-year period. To date; three individinaly and seven

business entities have pledded zmltv ‘As a result of this-stecessful investigation;
the two wAjor power conipanies in New Jergey have increased their sécurity
fordes and are working closely with the Tconomie Crime: Section i identifying

“other violatlons. At the present time, civil suits avre being brought by thepower

companies, to recover the-money involved. As a result of the suceess of the initial
investigation. the Economic Crime Section began a separate proactive investigas
tion in which one of the cornorations involved recently pled to an accnsation
admitting to Iarcenv: of $44.000, This corporation: also reimbursed PSE & G for
tha amount of:$102,000 for stolen watt hours.

Similarly, the Economic Crime Section has mxtia’ced pronctive mvestwations

into-the short delivery of fuel oil by companiés holding public contracts. One of o
the investigations involved a. conspiracy between® the president of 3 fuel ofl -
company -and itg employees to defraud municipalities, sehiogl Gistricts and other

commercia) customers in -connection with their fuel contracts. The mvestigation*
required extensive surveiilance: of fuel deliveries-by the Jnvestlgators and s subd

* ~-sequent indepth apalysis of the eorporate records was required to detérmine the-
-extent of possmle short. fuel deliveries to school distriets and municipal ties, The
- cageresulted in a‘plea of guilty by thie president of the corporation to a criminali

accusation charging him with the short delivery: of fuel oil. He ‘was sentenced 1o

one-to-three years: in the: New Jergey. State Pmson and paid- $56 000: through the:

o,

e

Loa



e

W . | : 193 | o S o

State to the muniéipalities in full restitution for the shortages. In<a similar -
. Scheme, the State. Grand - Jury returned an indictment for:the ‘alleged: short
delivering of fuel ofl.to the Board of Bducation and the<school gystem of “West
Orange and the Anitrack Railread. - - = " o0 L o
’ Tri conjunction with railyroad police, thé Feornoniie Crime Section corroborated
S==. - allegations that railroad diesel fitél was being diverted by a contractor-who had
been hired by the railroad to'service their equipment. The diversion was made-to
the storage tanks of the fuel il dealer conspiring with the contractor. Interfesta
ingly, this snme scheme had been investigated by local law enforcenient officials - -
_ “in 1970 whose investigntion had failed essentially becanse-of inadequate Te-
. sources. Consequently, the scheme contintied allowing approximately 1,107,000
or more gallong of fuel oil tobe diverted. . -~ & .. " B i e

Andtlier aveq of illegality which has béen investigated by the Economic Crime
Section i§ the illegal Adisposal of liguid chemical waéte, The Heenomic "Cm‘ne
Section discovered through referrals by ether agencies that there were companies
in"the business of the disposal of toxic chemieals and that this-getivity was being -
conducted in an illegal fashion and ¢eredted a public hazard. As a ‘result, the
Section condueted ‘several Tengthy investigations and returned indictments
against numerous individuals and corporations. In one of the 1ost: sigmﬁc{mt
cages, the Indictmerts disclosed a conspiracy whereby -large profits were being
made by illegally disposing of chemical waste. Ofterl the waste was extremely.

. flammable, toxic and highly explosive and was. dumped clandestinely in urban
s+ mreds eréating not only a problem-of pollution but 4180 :an extreme public hazard:
Tn the courge-of this investigation, it was determined that this activity was being
earried on throughout the State of New Jersey as well as other sections of the
country. As a result of the information obtained in regard to this illegal activity,
the investigiition hias shifted to the proactive stage and other investigations are
currently being pursted. Tn-addition to it§ continued liaison with other agencies’
in thisz area, the Section has indertaken the task of educating loeal pblice depaxt- -
nients ‘and county ‘progecutors -of this prohlem and the manner in which' these
invagtigations can be successfully conducted, This entire-issue has been addressed -
ata meeting of the New Jersey County Prosecutors Association. = .~ :

- 'Within the Beonomic Orime Section, the Ermplovment Seeurity Unit has respon-
#ibility for the investigdation and prosecution of frandulent receipts of unémploy-
mentbenefits. 'The" Unit: also prosecutes employers who fail to .cofitribute as
required under the unemployment: compensation program.: On. May 9, 1978,
twerity-three -individuals were ‘arrested on ‘charges of ‘conspiracy and -filing

“ fraudulent unemploymeént; insurance benefit claims: Th‘ése"inﬂiyi‘idimls were Ar-
yested at various unemployment insurance offices in morthérn New. Jersey. Many:
were identified as claimants obtaining multiple benefits' under several aliases. '
This fraud. cditried out agdainst the public fund was accomplished by the incot-

. -poration’ of four ' non-existent ‘companies which' carried a -payroll:of 300 em-
.- Dloyees: These fictitious employees would be *laid-off”: and- then’ collect unems
« . ployment insurance, The- arrests were in six Wdifferent cities and involved the -
- .use of State Investigatory’ from the Division of Criminal :Tustice ag ‘well as
menibers.of the New Jersey State Police and police officers from-the muniecipal-
Itles. At She present time, the Economic Crime Seetion is continuing its investi-

‘gation baged upon- allezatioris which are supplied from the Division of Emploi-

~ment. Security. In another public fund fraud, an-individual entered -a plea.of

Cguilty' to’ an accusation charging him with embezzlement in exeesy 0f $341,000 SR

‘of his employer’s funds. The defendant developed a scheme of writing out checks
to companies -doing bisiness with ‘the employer and then appropriating these
checks-t0 his own*uge. The matter wag referred t¢ the Economic Crime Section. &
by the New Jersey Housing Finance Agéney and swhich also provided primary . -
funding’ for the. defrauded project. The plea was the result of ‘a two month
investigation resulting ifi g sentence to'a term of four-td-six years in New Jersey = o
State Prison. s ST e B R

- In addition to these general areasof inveétigaﬁoj}m the Heonomic Crime Nection

also conducts: numeroussinvestigations in tie areaiof bank and idgiirance frand.’

A

/x One of ‘the most significanit cases prosecuted. by: the Weonomie Crime: Section’ . "

inyolved the reinsurance: brokerage firm of Pritchard and Baird located in
Morristown, New' Jersey. Its principal sbusiness’was. to -accept insurance con- -
tracts from ceding insurance corporati and distribute the rigk of-these policies

" to reingurance corporations. For this Service, Biitchard and Baird reéceived a -

. percentage -of the premium, In 1975, the company went into receivership andan - , [
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g ) investigation was referred to our office by the New J ersey Depnrtment of Insur-
k4 ance: concerning possible misapplication of corporate fundg by -the principals of -
¢ - the compaty; Charles'and William Pritehard. The cmpomtion hag gross revenues -
ST 7 of approximately one-hundred million pér yéar-and it was necessary for accouns
fants within the Beonomic Orime Séetion’to analyze all of the books and records
: of this corporation relating to the receipt and disposition of funds for approxi-
% o mafely o five-yedr period. This' cdse 1eqmrec1 the use of three accountants who
worked almost full time for seveal monthis in order to: identify possible areas
of - eriminal mm—anphcatmn of funds: Wield interviews were ' then:conducted .
sthrouigh ‘the use: oF Dconomlc CrimesSection investigators, svho. wereidirected by
the “attorney in- chivrge ‘of ‘the.investigation. In addition, if wwas necessary fo
o . secure records from- elghteen insurdnece companies:which were located throughs
; 4 out the’ country, TRepresentatives from'these eighteen corporations were inter-
viewed by the investlgators and the attorney in c¢harge and they testified before
the State Grand Jury. The investigation:-also ‘required a complete. analysis: ‘of
computer print-outs from this ‘corporation - which:\defailed. the disposition of
. Premiunis whicli they received ovei a five-year period. To:conclude the inyvestiga-
tion, all three of the.accountants presenited their analysis and ﬁndmgs to the:
‘Grand Jury. The cdse “would probably have been incomprehensible without such
8 detailed analysis and ‘presentation by the accountants. The Grand Jury ve- =
: turned @ 112 count indictment against the Pritchard brothers, charging them:
! . With mlsnppropnatmg appronmately eight million in inongy owed taiother insur--
o ance coxipanies. This was thé first tlme thit any pxinclpuls in-ga reinsumnce
B corporation had heen indicted for guch'a large seale fraud. :
-Also ¢harged with the responsibmty of mves‘,xgating a unique type of ecouomw
crimé iy the Médlcaui'Fraud Section, in ‘the Division of Criminal Justice. Thiy
. Bection was formed id 1975 for thé purpose of estauhshmg a gpeciglized ‘unit.
( EE capable of effectivély investigating -and prosecuting wiedicaid provider fraud.:
Prior to ‘the estabhshment of this- Unit between 1972 and 1974, three' providers
- yverd indicted for medicaid fraud in New Jersey. Since the ereatxorn of tliis
* specialized unit; ‘over 52 .indictments have been returned invelving all ‘varieties - !
of mediénid frand, Mobst significant iy the fact that the-tonviction rate tw these .-~
_cases s apprommately 95%. The amount of medicaid frand glleged  in dndict- ’
. ments ‘returned ‘by’the Medicpid I‘raud ‘Section’ is appioximately” two million"
dolars. Althéugh medicaid' frand ‘has Heen explﬁred by other: committees, I raise
it here as being relevant to the geneml economic crime pri oblem becnuse‘ 't preys :
upon the elderly and infirm and is therefor.e partictlarly ineidious ¥
‘Algo-impacting’ ugon econormic ¢rime, the Oorruptmn Inve:tigatlon Sectwn
is staffed with- -attorneys, accountants -and - State 'Police pérgontiel, all heads’
guartered withiiithe Division of ! Criminal Jiistice; ‘#fid dedicated ‘to' the in- .
ve'stwatwn and rosecutlon ‘ot govemmental corruptmn at ‘every level, Tlnq
e ' 1 4 1+

of complex ﬁna‘ cial transactmns bhetween State agencles,”mdépendent authoritles,
L various g*overnmental subdivisions @nd’ the:entities in the: pmvate ‘sector with ¢
which théy contiract. In- 1974, Governor Byrue- pledged fo  “eradicate’ official
: -7 eorruption” from State and local -government and, therefore, to restore cons
R S fidence in onr institutions’” His pledge highlighted thé-Serious thredt posed by
U eriminal -condret” pertaining to government: officials’ ‘and: theteby' ‘assured tlmt
the pesgurces weunld be permanently avallable for- the invsetigation, and prosecu-'
tion of any matter; including economic cmme, ﬁhat threatened the ‘integrlty oa‘.
o pubhc offictilg’and insgtitutions, o
- ANtofthe foregoing areas of economie cummuhty represent a qerious threaﬁ :
i : vto ‘the" political, economic and social foundations of -our society, If individuils
g2  are permitted-to suceessfully raid the public fund, either directly or indivectly,. -
s “through,economie crimes, the impact on“the society' as a whole is mueh broader
2 than the ‘gpecific "act of -criminality. From the foregoing" description “of ‘the
# investigations and prosecutiomns conducted by, the Office of-the Attorney: General . =
- through the Division ‘of Criminal Justice, it is elear that this type of economic. } T
- ¢rime necessamly impacts most heavily upon the strata of socisty “‘which ig eithet
‘middle indome or economically disadvantaged. For example, the theft of energy;
either electrical or Tuel, inevitably leads to & higher cost which. is passed-along .
* to: the retail-level to:compensate for fraud: Our investigations into ‘the toxie
- 'ywaste problem;: has shown that the waste is often: highly dangerous -and-not -
. only presents’ a ‘publie hazard, but also ~requirge an-added enfotcement. efforg -
‘and clean-up effort the cost of Which must be carned by the pubhc and Wlnch S
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obvlonsly diverts gearce publie fnoney from other vital services. Unemployment
fraud clearly diverts fundy which are legitimately needed by other persons.
Medicaid frand talkes from.the public fund money which hay been gllocated for
nssisting the elderly and sick, Corruption of government officials axd institutions
at any level ig one of the iwost serious aspects of eqonom.i;gumjimer in that it
destroys,the faith 'of the publie {n the ability of public insediniions to eddress and
golve probiems, When the public perceives govern ent_iustitutions in 4 cynical
way and disrespects the Jlaw hecausé of a\pervasLLv‘.e,feehng of corruption, then
the legitimacy of our instituti¢ns is challenged to-ifs very foundations,
Animportant factor inthe ability of law enforcement to effectively investigate
and prosecute economic eriie idla strong W‘orfﬁng relationship among the various
- .ageneles at-the Stateé and Fede},ral level. In New Jersey, this relationship has
:been formalized: in the New Jerley Federal-State Law Enforcement Comimittee.

i

Jrom this committee -.comprised\‘\ of the top law.enforcement officials in New -

Jersey at the State and Federal\level, have emerged three documents pledging

eooperation in the investigation and prosecution of specific types of economic -

-erime, Agreeinents have been formalized in the avea of medicaid, bauk fraud
and toxie chemical wiste dispogil; By. formalizing these_ heretofore informal
relationships, it {s avgured that codperation will confinue both'in a more structured
form and in 4 mander conducive t&\, the most advantageous and economic use of
‘availableresources, . - - i gt ‘ : ’
o At the State level, many of the invesiigative leads which ultimatély develop
into sueeessful prosecutions are recejved as a result of referrals by various Htate
- and Federal regulatory agencies, In addition, the Division of Criminal Justice

follows thig pcliey in its relationship with regulatory agencies and the county:

progecutory. This cooperative schemejlias led to the most effective way.of utiliz-
Ing :the resources of the ¢riminal justice system.+Of pavticulay importance to
the Division of Criminal Justice ig the working relationship which has evolved
with. the Divigion of State Police..In many of the economie crimed investigated
py. thig Division, the individuals or business entities often haye alleged connee:
tlons .to organized crime groups:operating in the State. The New -Jersey State
Police Intelligence. Bureau antd the Division of Criminal Justice through the
Special . Prosecutions Section have worked. cooperatively :using the unique re-
sources of the state law enforcement apparatus to investigate any information
pertaining to organized crime, For example, at the present time, the Antitrust
Section of this Division is currently coordinating an investigation into the solid
watte ‘industry as it -operates in New Jersey In addition . fo utilizing civil
investigative demands.and cther fechniques msed in antitrust investigations,
the New. Jersey State Police Intelligence Bureau is simultaneously examining
the industry for the corrupt influence of organized crime. This.type of antitrust
investigation is representative. of the industry-wide exaniination which the
Antitrust-Section is-currently making of several industries presently operating
in the State. The primary method. of investigation has been: through- the use
of civil investigative interrogatories which are uniquely suited to an examina-
- tion-of the economic marketplace, T T T
* . Atb the conclusion of a signifieant prosecution which has revealed @ pervasive
" problem, the Attorney ‘General’s Office has drafted legislative proposals for sub-
mission -to the .appropriate State-legislative committees. Such proposals are
intended to-serve as preventative famnetion in the future, This approach is con-
" gistent with the Attorney General’s .obligation to improve the:stracture of
the eriminal law: For example, as n result of a lengthy investigation:into the
rejusurance industry, legislation is-being drafted by both New Jersey and New
‘York and may yesiilt:in uniform.reguiations of the entire industry which was
.- heretofore ;com,piletelyj unregulated by any governmental body. As.a result of the
- energy theft investigations in the area of fuel, recommendations dre currently

" being drafted which will recommend statutory changes and increased penalties

_for the theft of fuel: In. September 1977, legislative changes were made in regard
to many of the corruption-related statutes, For example; penalties were increased
from three years maximum sentence to. seven years maximum sentenece. The
‘gtatute of limitations for corruption offénses was lengthened to seven years: The
-~ amount of fine wag increaged from -$1,000 to .$10,000 for individuals and $3,000
‘t0-$100,000 for corporations, ‘Other,remedies including the debarment of indi-

viduals from doing business with the State for a period of five years.were also

introduced. Legislation: ig «‘als’o currently being drafted .in the area of arson.

- v Bresently,. theve . 1g; HEtl ormation available to law. enforcement agencies

gistition which.ds. being. drafied  wi

‘pertaining to arson. The"
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sharmg of informafion between insurance compnnies and the New .Tersey Stats

Police Arspn Unit and ‘other agencies and will also recommend mmunity foir
ingurance companies which have disseminated information to law enforcemen,i:

‘agencies. I a recently completed puckage of legislative initiatives. recommeudea‘f

jointly by the Attorney Genersl and the Couity Prosecutors Assocw.tion, prox
visions were suggested which. would provide New Jersey a statute analogous
to the féderal RICO (Raclxeteer Influenced and Corrupt Organizations) Aect.
Although suck legislation ig more specifically divecteit at organized erime, it is
intended to give law enforcement an edhanced ability to pxevent: organized crime
from dominating the legifimats econonic marketpince,

Consistent with the scheme undertaken by New Jersey of developing préventa-
tive measures in the ared of economic erime, Governor Byrne hns provided

through Executive Order 84 for the ability of the State to debar, suspead or dis- -

qualify persons from participating in contracts and subcontmcts with the State
on the basis of a lack of responsibility. Such a lack of responsibility will usually
be evidenced by a particular type of ‘criminal activity ennmerated in the Order:
New Jersey hag used the Executive Qrder providing for-debarment in an aggres-

sive way and oni mounthly basis publishes a list of all persong and corporations -

suspended, 'debarred or disqualified. ‘Thig st is then disseminated throughout

the State governmeiit so that such persons and cmpomtlons can be ehmmmedc :

Trom bidding on or accepting State contracts.
‘Integral to the success which New Jersey has etpexienced iu meeting the chal-

lenige of economic eriine has been the Stu)ng encouragement and support.of the . °

federal government, TFederal funding offen provided the resources whicli were
central to the initia} and eontmucd operation: of the specialized dections in

‘the Division of Oriminal Justice charged with the responsibility of investigating

and prosecuting economic érime. This support continued nntil the State budget
could assume-all or major portions of particular grants, It is recommended to
this Subcommittee that worthy State and local projects which show promise of
combatting économie eriminality be encom aged and supported as m;lch as possible.
from the federal level,

Another recommendation which I would like to malxe to this Subcommittee as
it hears testimony is to consider the issue of the right to privacy and access to
financial records. One of the major problenis which we face in investigating eco-
nomie ¢rime is the fact that the crimes are designed to go undetected.for a
substantial penod of time, When this. factor is combined with the potential of
lengthy delays in the receipt ot documents nécessary to conduet the investigation.
it might, very well result in total frustration of eftective law enforcement in the
areq of economic ciime, In'two specific investigations conducted by the Division
of Criminal Justice, our subpoena for documents was contested under present
standards, In one of the cases, we did not receive the document until at least
six months after the original service, This resulted in the loss of some counts
because'of the statute of limitations. In the second case, it was apprommately one
year affer the qriginal service of the subpoena until we received the documents.
A substantial number of -counts were lost as a result of the statute of limita~
tions, and, in effeet, this.cage was not prosecuted. In' May 1978, I testified before:
the Senate Subcommlttee on Financial Institutions of the Committee on Bank-
ing, Tmance,\and Urban-Affairs, (.oncer.muv the right to Financial Privacy Act
of 1977, 8. 2096 In that testimony, I stmngly opposeu enactment of this bill.
Further, I stated that an individupl's right to privacy in bank records must he
weighed-.against the govemment‘x; obligation to. proteet the public from the
perpicious “effects of economic crime. Stated differently, the interest of the

customer must be halanced ggainst the government’s obligation to prevent and :

detect crime which may only be discovered or proven thyough records, .
In my view, the public’s right to be protncted against criminal conduct far

‘putweighs the limited interast of the r-ustomer\}‘v) this regard. This type of privacy

legislation often tends to reveal an unfortungte Inck of confidence in the execus
tive officers entrusted with .the enforcement of the criminal iaws. The inferencsd .

geems to be that prosecutors commonly "abuse their right of actess to bank

records. In this context, it would be well to note that it is ag'much the ,pmsecu-
tor's Obtimation to: reﬁam from improper mathods calculated to produce 4 wrong-
ful conviition as itis to use every legitimate means to bring about & just vesnlt,
These obligations are mot mere theoxetlcal concepts or idealistic. abstractions.
They are responsibilities imposed on ‘prosecutors as a matter” of law, Further,
there are existing judicial safeguards wlich insure that an over-zealous prosebu-

. tor will be demed aocess to bank recmds in :Lpproprmte cases, Tlus Subcommlttee
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should be sensitive to the issues involved in considering questions which attempt

to strike the appropriate balance hetween an individual's vight to. privacy iu
bank recovdsand other financial records against the government’s obligaliss.to
px,x"ioteef;' the public in their society as 4 whole from fhe threat of econdmic
crime, - 0 B ‘ e * i
My, John Degnan is a graduate of St. Benedict Prep School. H.e tecelved his
B.A. magng cum laude from 'St Vineent in Latrobe, Pa., and his LL.B, from

Hurvard Law School, He served as law secretary 'to Justice John J, Francis; |
agsistant counsel to Governor Byrne, and later os. executive,»-‘ecrétgg;z:ﬁ Mr,

Degnan was appointed attorney general during Governor Byrnés: second: ferm.
He is o member of the Bthics Committee of the County Bar Asseciation; thie
New Jersey State Bar Association; the Harvard Law School Association; the

Commission on Capitel Budget and Planning and is divector of the New Jersey '

Cancer Institute, : )

~Mr, Stier attended Rutzers University, receiving lhis A.B, in 1961, He then
attended Rutgeis University Lasw School, graduating with an LL.B. in 1964.
Hg was editor of Law Review, and wag admitted o the bar in February 1975,
T1o has been director of the New Jersey Division of Criminal Justice since Dee. 2,
1977, Prioyr to that time, he was deputy divéectorand also assistant to the director,
New Jensey Division of Criminal Justice. Mr. Stier has served as deputy attorney
general in chayge «of the organized crime and special prosecution section, From
19067 to 1969, he gerved as chief of the criminal division, U.S. attorneys oifice,
diglrict of New Jetsey and from 1965 to.1967 he was assistant U.S. attorney for
the district of New Jersey. :
" Mr, Attorney General Degnan and Mr. Stier, on béhalf of the subcommittee, I
would like to welcome you afid invite you to proceed in your own way.

TESTIMONY OF JOHN J. DEGNAN, ATTORNEY GENERAL FOR THE

STATE OF NEW JERSEY; AND EDWIN H. STIER, DIRECTOR, NEW,
JERSEY DIVISION 01 CRIMINAL JUSTICE '

Mz. Diewaw. Thank you, Mr. Chairman.

1’d like to take this opportunity on behalf of the State of New

Jersey to welcome your committee to Newark and to New Jersey. I
think y6u are to be commended for the focus you are bringing as a
committee on what has been revealed to you, I'm sure, to date as &
fairly enormous problem confronting society generally and law en-
forcement particularly in the Nation and in this State. Its extent and
its ramifications have been eloquently articulated before this committeo
imsed onmy review of some of the statements that have been submitted
“ I would like to add to you my persepective as attorney general of

- the State of New Jersey. I have been in that post since January 17 of

this year. I'd suggest New Jersey is a good State for you to look at for

a couple of reasons, both in terms of what it has been able to do since
1968 in dealing with this area, and particularly the ares of organized ~

crime, and also sadly for what remains the nature of the problem in
New Jersey today. : : o

“Thero are two basic cha,moteristéis\\bf law enforcement in this State

today which I think are worthy of note at the outset. The first has
biden alluded to by Bob Del Tufo. And that is what I, through my dis-

. eussions with fellow attorneys general across the country, perceive to be
an extraordinary Federal-State level of cooperation. People .in the

dJustice Department in Washington have said to me—and Bob didn’t
say this because it reflects too well on him—that it reflects a model
which has not, always existed in New Jersey. ’ )

. M. Convyers, Is that between the Federal ancl‘Staie law énforcé-
‘ment officers? + ‘ : LT e T
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