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STATE OF NEW JERSEY
COMMISSION OF INVESTIGATION

28 West State Sireet
Trenton, M. J. 08608
Telephone (609) 292-6767

TO: The Governor and the Members of the Senate and
the General Assembly of the State of New Jersey

The New Jersey State Commission of Investigation
is pleased to submit for the year 1979 its eleventh
annual report and recommendations pursuant to Sec-
tion 10 of P. L. 1979, Chapter 234 (N.J.S.A. 52:9M~10),
the Act establishing the Commission of Investigation.

Respectfully submitted,

Arthur S. Lane, Chairman
John J. Francis, Jr.

Lewis B. Kaden

Henry 5. Patterson, il
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52:9M-1. There is hereby created a State Com-
mission of Investigation. The Commission shall
consist of four members, to be known us
commissioners, Two members of the Commis-
sion shall be appointed by the Governor. One
each shall be appointed by the President of
the Senate and by -the Speaker of the General
Assembly. Each member shall serve for a
term of 3 years and until the appointment 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 at least one of
the members appointed by the Governor shall
be attorneys admiited 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
* 1979 Law Changes
* Brief Biographies
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ORIGIN AND SCOPE OF THE COMMISSION

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

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

Indeed, by the late 1960s New Jersey had the unattractive image
of being a corrupt haven for flourishing organized crime opera-
tions. William F. Hyland, who was Attorney General from 1974-
1978 for the State of New Jersey, vividly recalled that unfortunate
era in testimony before the Governor’s Committee to Hvaluate
the S.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.’’

The Joint Legislative Committee in its report issued in the
Spring of 1968 found that a ecrisis in erime control did exist in
New Jersey. The Committee attributed the expunding 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
criminal 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
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and an independent State Commission of Investigation, patterned
after the New York State Commission of Investigation, now in its
294 year of probing crime, official corruption and other govern-
mental abuses. -

The Committee envisioned the proposed Criminal J ustice 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 criminal investi-
gations and prosecutions throughout the state. The Commission
of Tpvestigation was to be a relatively small but .expert body
which would conduet faci-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.

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 independent State Commission of
Tnvestigation® 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 prosecutorial authorities of the state. The latter have the
respounsibility of pressing indictments and other charges of viola-
tions of law and bringing the wrongdoers to punishment. The
Commission has the responsibility of publicly exposing evil by
fact-finding investigations and of recommending new laws and
other remedies to protect the integrity of the political process.

The complementary role of the S.0.I. was emphasized anew by
the Governor’s Committee to Evaluate the S.C.L**, 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 created the Commission for an initial term beginning
TJanuary 1, 1969, and ending December 31, 1974, It is cited as Public Law, 1968,
Chapter 266, N. J. S. A 52:9M-1 et seq. The Legislature on November 12, 1973, com-
pleted enactment of a bill, cited as Public Law, 1973, Chapter 238, which renewed the
Commission for another term ending December 31, 1979, A bill granting the S.C.L
an extension of its tenure for another five years until December 31, 1984, gained final
approval by the Legislature and the Governor in December, 1979.

¥ The Governor’s Committee to Tvaluate the S.C.I. was created in April, 1975, by execu-

tive order of the Governor after the introduction in the Senate of a bill to terminate

the S.C.I. touched off a hacklash of public criticism, The measure was subsequently

withdrawn.
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of the late Chief Justice J i
e hie oseph Weintraub of th :
Supreme Court, former Associate Justice Nathan I., 325(?;:; gfe ltl??;

same Court, and former oe 1§ . :
Torsey Supérior OOHI?EI Judge Hdward F. Broderick of the New

That Ci . . ,

sum;;rgon;mlttee m its October 6, 1975, public report rejected

ageneieé YI Iéy s(lilggestlon tha_t the S.C.I. duplicates work ofJothe

Convinciﬁo-lnt(]ie , the Comn}lttee said the record demonstratecll'

and that 'Ethe iztcg?liif qmmlSSi((i)l; performs a valuable function
PR mng need for the S.C.I.° ributi

both the legislative process and the executive bsagoc]]:lltubutlons to

. Th . : .
for” ti eCOSménIltt::i 1(ioncluded that it saw no likelihood that the need
S.OLs stétﬁt' ) abate, and recommended amendment of the
. e to make the Commission a permanent rather than

a temporary age .
declared: gency. In support of this statement, the Committee

'us“ﬂoggi iﬁaluation Oi the work of the S.C.I. convinces
: e agency has performed
function The current i i f agiable
“e , public skepticism of
ment performance emphasi inuing naed for
: phasizes the continuing need £
a credible agency to delve int s
. agency o the proble
fiﬁ%&?} 1ou_r %nstltlfctlons, an agency whic% can Ilrolls*ogi]g:
information and sound re i
There must be constant i T e .
I public awareness if :
retain a healthy and vibrant system of gov‘ZJ?nafrllzrf’;)

Indeed we se Heal]
SOT. will asb :ten? .11.1’<,ehhood that the need for the

To insure the integrity and im iali i
ni)c;?f. than two of the f}(r)ur 0011111)1:?11:;15)1111}095;:%; 1(3(;) 12:?1 1ts§10n, no
gn dl ;(]31&11 par}t;y. Two _Comn'aissioners are appointed by the G‘roe S?mg
e Asgeiggl bng;he .P}"@Sldent of the Senate and thé Speagzeelrn g}
pho £s y. thus may be said the Commission by 1 1
partisan and by concern and action is nonpartisan v s

The paramount statutory Thili

S vy responsibiliti i

mission are set forth in Sectiox}) 2 of 1i%sle:ta‘17;eite"’c“1 Tane Com-
provides: _ ute.* This section

2. The Commission shall have theA duty and power - -

to conduect investigations in connection with

* The full text of the Commissioﬁ’s statute is inclu

report. ded in the Appendices Section of this

3
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(a) The faithful execution and effegtive enforce-
ment of the laws of the state, with Jparticular
reference but not limited to organized crime
and racketeering.

(b) The conduct of public officers and public
employees, and of officers and.e.mployees of
public corporations and authorities.

(¢) Any matter concerning the public peace, pub-
lic safety and public justice.

The statute provides further that the Commission shall conduct
investigations by direction of the Govel_‘no‘r and by concarrent
resolution of the Legisiature. 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.

hus, the enabling statute assigne‘d to the Comm1ssmq, as an
imrisltliéative, fact-ﬁ;ding body,* a _\mde rangs of resp.ons1b1hgles.
It is highly mobile, may compel testlmogy and producj:mn of o gr
evidence by subpceena, and has au‘thonty to grant immunity c};
wifnesses. Although the Commission does not have and .cam;o
exercise any prosecutorial functions, the statute df)es provide for
the Commission to refer information to prosecutorial authorities.

ne of the Commission’s prime responsibilities Wl}en 1!: uncovers
irlggularities, improprieties, miscond_uct, or corruption, is toﬂ b11ng
the facts to the attention of the public. '_I:‘he objective is to insure
corrective action. The importance of pub}m exposure was put most
sucecinetly by a New York Times analysis of the nature of such a

Commission:

i in the

Some people would put the whole busmesg, in
lap of a District Attorney (prosecutor), arguing that
if he does not bring indictments, there is not much

the people can do.

.But this misses the primar:?7 purpose of the Spate
Investigation Commission. It is not to probe outmg].lt
eriminal acts by those in public e_mploymentn. That is
the job of the regular investigation arms of the law.

. y . . . » . . . . tigaﬁve
i nvestigative agency, the S.C.IL. is not unique, since inves
*ﬁ\gsenac‘:ié:gol'?l?ﬁl: ei’eglislativg 'i)ranch of go’vernment are 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. Cl?.ir.”
(3 Annal of Congress 493—1792).
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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.

Is gheer 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,
inefficiency, 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 incorporated 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 J udiciary by interpreta-
tion have provided for witnesses called at private and public
hearings and for individuals mentioned in the Commission’s public

proceedings. Such procedural obligations include a requirement -

that any individual who feels adversely affected by the testi-
mony or other evidence presented in g public action by the
Commission shall be afforded an opportunity to make a state-
ment under oath relevant to the testimony or other evidence com-
plained of. The statements, subject to determination of relevancy,
are incorporated in the records of the Commission’s public pro-
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 to individuals but, at the same time, to fulfill
its statutory obligation to keep the public informed with specifics
necessary to give credibility to the S.O.I.’°s findings and recom-
mendations.

The Commission emphasizes that indictments which may result
from referral of matters to other agencies are not the only test of
the efficacy of its public actions. Even more important are the cor-
rective legislative and regulatory actions spurred by arousing
public and legislative interest. The Commission takes particular

5




i i i in i yved govern-
i all such actions which have resulted in 1mpro‘ve overn
gggfainopemtions and laws. It W_ﬂl contn}ue to work fox_vm%zz
effective protection of the taxpaying public fr'om abuszs in [ne
expenditure of public funds and other subversions of the pu

trust.
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S.C.I. LAW CHANGES

INTRODUCTION

The enabling statute under which the Commission was created
in 1968 provided for an initial term of six years, extending to
December 31, 1974. In N ovember, 1973, the Commission was
extended for a five-year term concluding on December 31, 1979.
A hill, A-1275, granting the S.C.I. a new term to December 31, 1984,
was signed inio law by Governor Brendan T. Byrne in Decembher,
1979. The following summary of the 1978-79 legislative proceedings
is intended to heighten public comprehension of the S.C.I.’s fune.
tions, particularly regarding the Commission’s liaison with the
Eixecutive and Legislative branches of state government.

SUMMARY

A-1275, a measure sponsored by Martin A. Herman, D-Gloucester,
chairman of the Assembly Judiciary Committee, and co-sponsored
by 12 Democrats and five Republicans, was largely based upon the
recommendations of an October, 1975, report by the Governor’s
Committee to Evaluate the S.C.T. This bill was approved by the
80-seat Assembly by a vote of 71-1 on June 5, 1978. The legislation
contained a number of revisions and additions to the S.C.I. law,
including provisions to: :

* Create a new criminal offense prohibiting a
witness who has been granted Immunity from wilfully
refusing to answer questions or produce evidence pur-
suant to an order of the 8.C.I. This would be in addi-
tion to the Commission’s continued power to proceed
against a recalcitrant witness for civil contempt.

* Impose a 5-year maximum pericd of inearceration
for civil contempt for refusal by a witness, after a
grant of immunity, to answer or produce evidencs
pursuant to an order of the S.C.L

* Provide for a review of the activities of the S.C.I.
every four years by a bi-partisan seven-member joint
committee, The Senate later specified by amend-

7
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° Any vacancy in the Commission be filled by the
appropriate appointing authority 90 days after the
i occurrence of the vacancy, and that if at the end of
| 90 days the vacaney is not filled, the Chief Justice of
f the Supreme Court would fill the vacancy within the
i next 60 days. Further, should the appointing au-
é thority who faileq to £11 the vacancy be the Governor,
| the appointment by the Chief Justice would be subject
to the advice and consent of the Senate.

ment that such reviews were to begin in 19151315(33,11:1 %};ras,
review committee comsisting of two nembers
appointed by the President of the Senate, bno 1);70 pe
Sﬁleaker of the Assembly, and three members
a{apointed by the Governor.

i igsi to conduct a
° ize a single commissioner ;
rivaﬁgﬂlllzyrzing if tﬁe investigation has prev;ogilg
%een undertaken by a mda,jority ofirtglrgegfng?al:s th(-:,»
Senate later added a requ ;
gllxlaloriezation of a single commissioner to conduct a

hearing be by resolution of the Commission.

P
P
. tity re- , ‘ P
R .C.I. to ask a governmental en g ’ ‘ | ’
f-uloW tlilsvis?igation to 1'e%onsider that reques’g if é { With the fiest appointments e atiny Dopoomni :
SiluessblggI aélefernlhles that it does not have the capacity | 1978. To accomplish thig “staggering?? of terms and
;gefuiﬁil ‘the request. " to he Contsflte%t Wiﬂihth% .1111ew ~th1jfle-}rezjtll1 terﬁn pro-
igsi to serve in a “holdover” o vision note above, the bill provided the fo owing
° Allow the conumfsifl}el‘ts r(l)ns if either they have F schedule of appointments: The first member appointed
i G e ‘ i i :
capacity at the end o ‘fflr essors have not been _ | j
not heen reappointed or suce

Il
I .
‘ * To clarify an ambiguity, a majority vote of com-
{ . . . .
. Hussioners means three votes if there is no vacaney on
i the Commission and two votes if there is a vacangy.

* To z.tvoid a situation in whicl the terms of all the

commissioners would expire at the same time, the
terms of commissioners are o be stag.vered beginning

appointed.

* Increase the annual salaries of the commis-

)
; months; the firgt member appointed by the President
|
oot 1 |
sioners from $15;000 to $18’000’ effective Janual} ’ ' :
|
i
|

of the Senate wonld serve 30 months, and the first
member appointed by the Speaker of the Assembly
would serve 24 months, The Assembly had required
staggering of terms by means of g drawing conducted
by the Secretary of Stato, : '

* The 8.C.I. within 5 days after the adoption of a
resolution authorizing a publie hearing, and not less
than 7 days prior to that public hearing, -notify the

' President of the Senate ang the Speaker of the

1980.

j  which the S.C.L is

o & 1d the subject majctel whie > 1
m’chgr}ggéll to investigate to include the Leg'lslafzui.e] S
Lconsideration of changes in or additions to existing

Jaws.

. th

The Senate’s consideration of 4-1275 began 11 iﬁr%z@l%é.ezzg !

epresentatives of the Commission and the ttox yd denerel
partio ting, the Senate Judiciary Commitiee dlscu'sse he bi

Partml]ga ;1 gl’n January and Féhruary and at a public heann,g{)lm 0 | ‘

%‘t lron'eeaLll’n b%y Februdey 22, this committee’s work on the.ﬁsselsréatser: |

p.:ssgld IZé'islation was largely completed and a committee |

istrative or legislative action resulting from a ‘publie
hearing conducted by the S.C.I. be Teported tothe
Governor and the Legislature within 60 days, rather
than 45 days as had.been specified by the Assembly,
following the public hearing. . . 7.7 Lo

quirements that: 7 o |
" e All gulrernatorial nominaﬁons‘to’the S.C.L be |
made with the advice and conse;lt of the Senate: | | .|
‘o The terms of commissioners be reduced from 5 to
3 years. - '

8 , S o
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|
|
|
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i i ice of a public

° ire the S.C.I. to give prior notice o -
¥ ar?neg,flggrshe Z’ttomey (feneral and the a,pprc.)pr%ate
;gunty prosecutors within seven qcays,ffa(t)sr ;gg;:; >
in the Assembly version, 10 2. . an
gggzitlllnnity to offer any objections to such a hearing.

i i erning any
« Prior to making recommendations con‘c
bill or;l;.‘lgslolution pending in ’gh{a %eng1a(§ll1;fé 2]]113 gn(;‘ai
i onsor of the legislation an .
ig Vt"ilseeg]xjuill?lttee to which that 1e_g1slat1on has been re
ferred about such recommendations.

. o csos and
. ¥ insure that the rights of witnesses an

o’c}*e;'[;l i?iiﬁg in §.C.1L investigations aredp1:01:]e3((=;t<;,;<l?1i

the; provisions of the Code of Fair ':I?roce ure be In-
orated within the statute governing the O{Jeh on

((;%rgle S.CI. This was primarily a tgchmcat hc %%13&

since the Commission had'been' ad-hernicg 11;10 e

ness Fair Procedure law since its inception.

o The S.CI call to the attention of the At_torne;;
Greneral axiy information or pvidence of % %r%[mil ;y
miscondues > mittal of Eﬁf%tﬁaﬁih 2_)171}1 evidence if it

transmittal of mtorm T e i
gz}czzr;ﬁgxaesrthat special circumstancgs qmst I].:‘ecgrlllrél];lg
. o >

lay. However. 1f_ the Com;mssmn n ¢
Slllghegeogains infornzlatmn or ewdence.oﬁ.crm?n:;
gﬁn}&uct that involves a reasonabletposmb%::l}; 31 o
: i e of information or -
unauthorized disclosure o1 1 h or any wio

i tatute governing the ope

tSm(l}1 IOfsggli iilfet)rmation or evidence must be broughlt
ir;m.le'éﬁately to the attention of the Attorney General.

« Seven days prior notiﬁ(':vation, 'ms’gead otf ZJ?hth;cs_
as the Assembly had required, be glvcfn boforz o
torney General and county pr0§-ecu‘F01 : en e the
§.C.I. may issue an order compelling testimony
e ized disclosure

° rohibition against unau_thorlze isclost
of ingqr?ﬂg.}cion by persons condueting or Apa‘rh{u%atilﬁ%
m an .01 investigation be expanded to nein tecon_
following: Those situations W]}ere a person 39 oon-
ducting or participating mn .0 1nves‘ugad:%og1 bg;r; s -
formation with regard to the substanee ol the 1

10
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gation and discloses that information ; those situations
where a person induces a third party to make un-
authorized disclosure of information relating to an
S.C.I investigation; and those situations where a
person, other than a member or employee of the
Commission or a person entitled to assert a legal
privilege (i.e. lawyer, newspaperman), with knowl-
edge of the substance of a pending investigation, fails |
to advise the Attorney General and the Commission
of that knowledge and to deliver to the Attorney
General and the Commission any evidence containing
that information. Such unauthorized disclosure would
be punishable as a erime of the third degree (pre-
sumptive sentence of 4 years imprisonment and/or a
fine of up to $7,500). This amendment also provides
that any member or employee of the S.0.I who
violates the prohibition against unauthorized dis-
closure shall be dismissed from office or discharged
from employment. However, these restrictions against
disclosure of information by the S.C.L are not appli-
cable where disclosure of information is required by ;
law or where disclosure is made to the Legislature or
a legislative committee pursuant to a formal request
or subpoena. These restrictions against unauthorized
disclosure of information also are not applicable to
members of the news media under the doctrine enunci-
ated by the U.S. Supreme Court in its recent decision !

in Landmark Communications v. Virginia, 98 S.C.
1535 (1979).

The 40-seat Senate ratified its revision of A-1275 on May 21,
1979, by n vote of 31-0. The Assembly concurred with the Senate’s

amendments by a vote of 64-1 on June 18, 1979, amid reports that
the measure faced a gubernatorial veto.

On November 19, 1979, at the conclusion of a legislative recess, : -
Governor Byrne notified the Assembly, as the House in which '
A-1275 had originated, that he had conditionally vetoed the bill

primarily because of its Senate advice and consent requirement.
His veto message:

11 !

p ; 4




"To the Assembly:

Pursuant to Article V, Section I, Pao*cigmph 14 (%
of the Constitution, I herewith return Assembly lel
No. 1275 with my objections, for your reconsideration.

A-1275 extends the life of the State Commission of
Investigation (S.C.1.) to December 31, 1984, and im-
plements most of the recommendations of “The Gov-
ernor’s Committee to Evaluate the S.CL” (The
Weintraub Committee) with regard to that agency’s

operation. ‘

As we all know, the 8.C.I. was created by legisla-
tion adopted, in 1968 as part of the anticrime legisla-
tive package recommended by the Joint Legislative
Committee to Study Crime and the Sysiem for
Criminal Justice in New Jersey (the Forsythe Com-
mittee). Since then, the 8.C.I. kas been imvolved in
many extensive investigations which have greatly con-
tributed to the fight against crime and corruption in
our State. I am convinced, as was the Weintraub
Committee, that the S.C.1. has performed a very valu-
‘able function and that it should be continued.

- I also concur with the other provisions of A4-1275
which implement the Weintraub Commitiee’s récom-
mendations, such as the provisions for the staggering
of the terms of the Commissioners, the expansion of
individual rights and the creating of a criminal off ewse
for refusal to testify after having been gramied
imamaunity. o , ,

However, I object to the bill’s provision that the
Governor’s appointees be subject to Senate confirma-
tion. I point out nitially that this was not recom-
mended by the Weintraub Commitiee, nor by the
Forsythe Commitiee report which, as indicated
earlier, was responsible for the agency’s creation.
One familiar with the 8.C.1s history knows that the

) . “agency was intended to be a creature of two of the

three branches of government. Only as such, and with
bi-partisan membership, could the S.C.I. be assured
of the independence it needs to carry out its mandate.
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I believe that Senate co :

I'b . nfirmation of the Gov-
te;;nor s appomiments to the S.C.I. would sofumlermi';e
i,n;ezlzézzzdc phzlo{sop{?y 707‘ the agency as to bring its

d ence (and therefore 1 ;
ocpond fore its wusefulmess) into

With regord to Section 13 o A-1275, T 3
t.hat we skoz_tld adopt the Weig:tmub C"omnfi?f?eegg
recommendation that persons sentenced UPON CONVic-
twon for criminal contempt “. . . should not be eligible
for parole consideration wnder statutes relating to
parole wnless it is shown that the defendant has furn-
zshea'_l th@ testimony or evidence since the return of
Zz;gz;l}izttﬂﬁnt.l” (at page 25). Therefore, I recom.-

_ e language ¢ ) “clari
o g intent_g ge wm Section 13 ‘be clarified to

The Assembly amended the A-1275 i )
3 A- tender bill

by the Governor on the same dav i ool o moseaes
) y it received th t, re
%1111% télgn ie-enac’cedt téletnleasure by a 70-1 vote 01? 1\\;(3&1;?:5%6
nate re-enacted the hill with the same =hanges on D :
11?_er 10 by_r a vote of 2yl_-5 and the Governor signed ﬂi ﬁna],l'.l lee(;;n;-
1ve version of A-1275 into law on December 21, 1979, B
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MEMBERS OF THE COMMISSION

The Commission’s activities have been under the leadership of
Arthur S. Lane since February, 1979, when he was designated as
Chairman by Governer Brendan T. Byrne after his appointment
to a second term as Commissioner. The other Commissioners are
John J. Francis, Jr., Lewis B. Kaden and Henry S. Patterson, Ii.

Mr. Lane, of Harbourton, was initially appointed to the Com-
mission in May, 1977, by the Speaker of the General Assembly, a
post then held by Senator William J. Hamiiton of Midalesex. He
was reappointed to the Commission by Senate President Joseph
P. Merlino of Mercer in January, 1979. As Chairman, he succeeded
Joseph H. Rodriguez of Cherry Hill, who had been Chairman since
1973. A former state and federal judge, Myr. Lane has been a
member of the Princeton law firm of Smith, Stratton, Wise and
Heher since his retirement in 1976 as vice president and general
counsel for Johnson and Johnson of New Brunswick. A graduate
of Princeton University, he was admitted to the New Jersey Bar in
1939 after gaining his law degree at Harvard Law School. He
served in the Navy during World War II. He became assistant
Mercer County prosecutor in 1947, Mercer County judge in 1956
and U.8. District Court judge in 1960 by appointment of the late
President Eisenhower. Mr. Lane is chairman of the National
Council on Crime and Delinquency. His term as S.C.I. Commis-
sioner expires in June, 1982.

Mr. Francis, of South Orange, is a partner in the Newark law
firm of Shanley and Fisher. From 1961 to 1963 he was an assistant
U.S. attorney and from 1963 to 1965 he was an assistant Hssex
County prosecutor. A graduate of Williams College and the
University of Pennsylvania Law School, he was admitted to the
New Jersey State Bar in 1960. Mr. Franci:. 44, is the son of
former Associate Justice John J. Framci- .. the New Jersey
Supreme Court. He was appointed to the Commission in February,
1979, by Christopher J. Jackman, Speaker of the General Assembly
of New Jersey. His term expires in December, 1981.

Mr. Kaden, of Perth Amboy, was first appointed as a Commis-
sioner in July, 1976, by Governor Byrne and reappointed by the
Governor in December, 1978. A graduate of Harvard College and
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Harvard Law School, he was the John Howard Scholar at Cam-
!orldge University, England, Until J anuary, 1974, he was a partner
in the law firm of Battle, Fowler, Stokes and Kheel in New York
City. From 1974 to July, 1976, he was Chief Counsel to Governor
Byrne. Mr. Kaden is Professor of Law at Columbia University and
Director of Columbia University’s Center for Law and Feonomic
Studies. He is active as a labor arbitrator and mediator. Commniis.
sioner Kaden’s term expires in December, 1982.

Mr. Patterson, of Princeton, is president and a director of the
Elizabethtown Water Co., chairman of the board of the First
Nationai Bank of Princeton and a director of the Mount Holly
Water Co. and of United Jersey Banks. He is president, director
and executive committee member of the National Association of
Water Companies, member of the American Water Works Associ-
ation and past president of the New Jersey Utilities Association.
He is a former mayor of Prineeton Borough and past president
of the Middlesex-Somerset-Mercer Regional Study Counecil. He
was graduated from Princeton University and served during
World War II in the U.S. Army. He received his discharge as a
first lientenant in 1946. He was appointed to the Commission in
:]l?:gzt:)[ruary, 1979 by Governor Byrne. His term expires in June,

15

It




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

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

* Excerpt from S.C.I Law .

ORGANIZED CRIME PROGRAM

* 1979 Mpdaie

* Criminal Contempf
Process

A b ke L

ORGANIZED CRIME PROGRAM
1979 UprpatEe

Angelo Bruno

The S.C.L continued through 1979 its lzw-mandated mission of
confronting key organized crime figures. A primary target was
Angelo Bruno Annaloro, head of the Philadelphia-based crime
Tamily whose influence extends through Central and South J ersey.
Bruno, who had been questioned by the Commission in Maxreh, was
requested in early October to appear for further interrogation
about his underworld activities on October 17. In the interim, his
counsel notified the Commission he had no knowledge of Rruno’s
whereabouts and was unable to contact him. Bruno subsequently
was located and questioning resumed on October 31. However, that
day’s executive session Proceeding was interrupted twice when the
Commission was required to obtain back-to-back court orders com-
pelling him to make responsive answers to questions. Bruno next
appeared before the S.C.I. on Decentber 6, 1979, and finally on
March 20. Further Litigation over the S.C.I.%s subpoena of Bruno
was pending at the time he was shot to death in Philadelphia on
March 21.

In all, Bruno had appeared 15 times for quest; oning by the S.C.L
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
Immunity 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 treatment.
By the Spring of 1977, Superior 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 to respond to the S.C.L’s questions and his
return to jail was stayed. On June 16, 1977, Bruno began a series
of appearances before the Commission, highlighted by his testi.
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mony on August 8, 1977, as a witness at the 8.C.I’s public hearings
on the incursion of organized crime into certain legitimate busi-
nesses on the periphery of legalized casino gambling in Atlantic
City. Despite renewed litigation by Bruno’s counsel in 1979, the
Commission’s subpoena was in full forece and effeet at the time of
his death.

Simone Rizzo DeCavalcante

Another New Jersey crime figure, Simone Rizzo (Sam the
Plumber) DeCavalcante, also was involved in litigation with the
Commission during 1979. DeCavalcante sought unsuccessfully in
trial court to quash an S.C.I. subpoena compelling his continued
submission to interrogation and finally lost an appeal from that
setback. Superior Court Appellate Division dismissed constitu-
tional questions raised by DeCavalcante as “patently without
merit” and, while directing that the Commission bring its inter-
rogation of him to an early conclusion, observed that the subpoena
served on him “is viable and he is required to comply with orders
to appear at subsequent sessions as directed.”

The Appellate Division’s decision in the DeCavalcante matter
declared in part: '

The facts underlying this appeal are basically un-
disputed. The Commission subpoenaed Mr. DeCaval-
cante on December 29, 1973, in order to compel his
appearance and testimony on Jawuary 14, 1974. Pur-
suant to oral coniinuances of the subpoena, Mr.
DeCavalcante has been ordered to appear before the
Commission at least 17 times since then. For various
reasons, including Mr. DeCavalcante’s poor health, the
unavailability of counsel and scheduling problems on
the part of the Commission, Mr. DeCavalcante has
appeared only 7 times.*

Mr. DeCavalcante contends his constitutional rights
to travel, to exercise his right to freedom of movement
and to settle in a place of his own choosing have been
abridged by the Commission’s use of its subpoena
power. Assuming that such constitutional rights exist,
there is no proof in the record before us of any viola-

* At oral argument it was represented that since the hearing in the trial court, Mr.

- DeCavalcante has appeared at least once more and possibly twice,
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tion thereof. DeCavalcante lives in Florida and has
traveled to New Jersey on many occasions. There is
1o suggestion of any impediment to his right to travel
where and when he chooses. Ie is not on bail and his
passport rights and privileges have not been abridged
w any mahner by the Commission. This contention is
patently without merit.

The sutject subpoena commanded Mr. DeCaval-
cante to appear and attend on the 17th day of January,
1974 and on any adjourned date thereof. Mr. DeCaval-
cante now contends that the subpoena is invalid in that
1t does not set forth a specified date and time in com-

pliance with R.1:9-1 and that the time span over which
the subpoena has remained in effect constitutes an
abuse of the subpoena power.

* * *

The subpoena served wpon Mr. DeCavalcante is
viable and he is required to comply with orders to
appear at subsequent sessions as directed. The issue
18 whether the continuances and required appearances
over a siz-year period constitutes an wnréasonable or
oppressive use of the Commission’s subpoena power. . .

The record does not demonsirate harassment or
oppression. The continuances over the years have
been requested by the Commission, by DeCavalcante
and by counsel. DeCavalcante’s poor health has been a
factor in the prolonged proceedings. We, therefore,
affirm the order of the trial judge dismissing the order
to show cause and denying the application to quash
the subpoena. :

Other Confrontations

" The 8.C.I. continued during 1979 its executive session serutiny
of ranking members of the DeCavaleante, Bruno and other erime
families whose depredations eentered in New Jersey. These indi-
viduals included John Riggi and Louis Tarasso of Linden, Michael
(Black Mike) LaFerrara of Linden, Antonio (Tony RBananas)
Caponigro of Short Hills and Joseph Paterno of Miami, formerly
of Paramus. ‘ .
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"Tn April, 1979, a state Grand Jury indicted Q{ ohxll_(J Olgllllalzges).

i n'l' pof’ Parz;mus, among others, on lecanshar m'gbed argos.
D%g‘?ﬁo the subject of earlier 8.C.I. scrutiny, was descg (Bavg the
b lt O,Uaming bperations in Hudson County of Josep payoms
13311' %’barelli also an S.C.I. target. Zicarelli, as grew}(l)us yhe f d
906) e ntir,luinw medical furlough from prisoi, W ejcre he hac
%Jsee?an i?lczeaorcerate(i3 for civil contempt for refusing to
questions put to him by the Commission.

an
Carl (Pappy) Ippolito, who reportedly fled .NeW mi;ar::y)@x;ﬁ ;:
E‘Lr , tlz) avoid an S.C.I. subpoena requiring hir o estily,
T o z:.g(i » trial on a charge of criminal contempt .totr da ) ’?hat
aponr aﬁéﬁ%ﬁ'e the S.C.T. in May, 1378. He was indic ];'vigion at
appeE'LI‘ by the State Grand Jury in 1979 after the 11 sio o
(éhz_u'g_e alBJiistice obtained his extradition ?‘:’rom Pgmllsynzg a,o'rdss
i rgrr%l;l&n living in the Bucks County area in Pepélsycza )
1:1}?e Delaware River from Trenton, his former resiaence.

In connection with its continuous confyoqtatlo?i ﬁ)f hlggigiil;nﬁ
f organized crime, the Commission 1 zels evidence 3t
mem_bers:t i vestigate the underworld’s impact on 2conom ind
ggﬁ??acgt: 1of lifté in New Jersey. tL.\s tq, rest:)léc, gggagizglﬁsime
‘ i veral investigations d
o I}DS(;gﬁs e]ifaflffs 12’5&?? %ﬁa}t ]{al,re a,%proachinIgl completion but
gﬁéently remain confidential matters under S.C.I law.

CriMINAL CONTEMPT PROCESS

The enactment in late 1979 of 3,31 expand;daitﬁlu;grgggfﬁgg
ission’s operations gave the agenc : d
e Clomclalal,las:rllo?nsitsp fact-finding confrontation of organized 0:1111:;?;
chimnaesw T%lis was the utilization of a criminal prqcessu I?i%, st
Vgllflll;ul.refusal by a witness, upon being gl.'anéce% nﬁn:;ubpgré o
) er questions or produce evidence require : y Pl N
%ﬁ?ﬁ a procedure, which had beenﬂrecgnén%enic;em laI,lddition y the
r’ nittee to Hvaluate the 5.C.1., .

gg:enlgll}s;c?n%ogj;ﬁnumg civil contempt power to compel testimony
from an immunized witness.

i i i ition to its overall endorse-
ation Committee, in addition ‘ Ise
nlgzjl][tleoi33 gila(;l%@oignﬁssion’s eff(;rts, soulght ’Eo Stgggiiti%flnbtyhihséclé v?r
7 i i iries in the wake o a Nex
orga,mzedr cmmee %gg]]ﬁe’]?his decision required the release fl};)lg
{Tei]'i'vsg%f GS;;PaI;e&rg Catena on the grounds that his incarceration ha
ja
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lost its coercive impact because prolonged confinement had demon-

strated he would never testify. The decision subsequently led to the
court-ordered release of Ralph (Blackie) Napoli and Touis
(Bobby) Manna after these other high-ranking organized erime
figures had been imprisoned for five or more years for eivil
contempt hecause they persisted in refusing to testify before the
S.C.I. The Evaluation Committee stressed. its concern that the
Catena decision would dilute the S.C.IL’s work in an area “of
concern to all citizens of the Stats.”

On this point the Committee declared: .

“Thus the civil process may be defeated by obsti-
nacy, or may be seriously debilitated if vital wit-

nesses choose to litigate the durability of their

recalcitrance. The question whether coercion will

succeed seems to be a matier of prophecy rather than
of fact, and it being held that this matter of prophecy
is a triable issue, the coercive effect of imprisonment
may be diluted by a hope that some judge will “find”
that coercion will not overcome the reluctant wit-

ness, if not today, then tomorrow, or the next.

“The Catena decision brings to the fore the question
whether the criminagl process should be invoked to

- deal with the public wnjury which ensues when g wit-
ness thus refuses to obey an order to testify. The
very mission of the S.C.1. depends upon an ability to
obtain the facts. It is intolerable that any man may
choose to frustrate an nquiry by government Upon a
matter of concern to all the citicens of the State. The
ensuing wrong exceeds the affront to the State when
w litigation of limited moment q witness defies the
State’s authority. Here the public injury which in-
heres i every contempt is compounded by the fact
that an agency of govermment is tmpeded or even

finally blocked in a matter of overriding public
concern. :

“We believe a criminal process with appropriate
sanctions should be qvailable. The existing penalties
for criminal contempt are manifestly inadequate in
the light of the special public hurt wwolved. We be-
lieve u therefore necessary to provide that a willful
refusal to obey a lawful order to testify or to adduce
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S.0.L shall constitute a high mis-
|

demeanor, triable of course by jury upon indictment. |
The maximum punishment should be substantial so 1
that the semtence may reflect the gravity of the par-

ticular offense.”

evidence before the

renewed enabling statute augments the

agency’s ¢ivll contempt power by also empowering the agency to
pursue a criminal contempt course against a defiant witness. Suaen
defiance under the revised S.CI law would be a crime of the
second degree requiring a prison sentence of 7 years and a fine of ‘
$100,000. If the Commission decides to seek a criminal penalty,

the Attorney General for prose- :

its complaint must be referred to
cution, since the g .CJ. is a fact-inding rather than a prosecutorial
of course,

body. The Commission’s new criminal contempt power,

also assuires established lega
the target of such action. The Commission believes its enlarged

scope will strengthen its confrontation of mob fignres who attempt |
to thwart the Clommission’s civil process by constant legal and f

other delaying tactics.

The Commission’s

1 and constitutional protections for ‘

e
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52:9M.- ' i
9M-2. The Commission shall have the duty

and power to
) cond i s
nection with: uct investigations in con-

. . The conduct of
. ubli
public employees, anc? of!c :f-’f@ceer': g:j

employees of -
u .
authorities; public corporations and

. Any matter ¢
. oncerning t .
peace, public safety and publigc iutzc;Ubl':

* Excerpf from S.C.I. Law

THE S.C.I's PUBLIC ACTIVITIES

* Introduction/1979 Update
* Legislative Liaison
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THE COMMISSION’S PUBLIC ACT IVITIES

INTRODUCTION/1979 UPDATE
The Commission’s public actions in 1979 included:

* A three-day publie hearing in June on the mishandl-
ing of public insurance programs by certain
county, municipal and other governmental entities *

* An interim public report on incorrect injury leave
practices which preceded the publie insurance hear-
ing. This report was issued while the public in-
surance investigation was in its final stages in an
effort to proseribe misguided procedures that had
already cost county and municipal employees at
least $1 million in incorreet social security and in-
come tax deductions during the five-year period
prior to 1979 from wages paid to these employees in
accordance with governmental injury leave
policies,**

* A public report to the Governor and the Legislature
on deficiencies in the handling of sudden death in.
vestigations by law enforcement officials, including
medical examiners.*#*

Interim Insurance Repors

A detailed review of the Commission’s public insurance probe
and hearing was published separate from this annual report,, in-
cluding corrective recommendations the Commission hopes will be
implemented by the Legislature. The interim report, a spinoff from
this inquiry, was published early in 1979 in an effort to bring to an
immediate halt wrongful tax deductions from injury leave wages

paid to public employees and to expedite efforts to assist such

* See Pp. 33-35 of this 11th Annual Report,
** See N. J. State Commission of Investigation “Report and Recommendations on In-
correct Injury Leave Practices in the Counties,” issued in J anuary, 1979,
** See N, J. State Commission of Investigation “Report and Recommendations on the
Investigation of Sudden Deaths,” issued in November, 1979,
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employees recoup their losses before a three-year st.atut'e of 1imi_ta,-
tions barred recovery for inappropriate deductions imposed during

1975.

The interim report, in summary, 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 Essex County Welfare Board were

illegally allowing employees to receive and keep both workers’
compensation and injury leave checks.

As a result of the interim report’s recommendations, inappro-
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 administrative costs of

workers’ compensation programs in all counties.

Sudden Death Investigations

Tn its 175-page critique of sudden death investigations, the Com-
mission’s proposed reforms emphasized the need to replace New
Jersey’s present 21 county medical examiners by a more pro-
fessionally qualified regional system utilizing forensic pathologists
as Tegional medical examiners. The Commission’s inquiry demon-
strated that a professionally adequate medical examiner function
was a key element of law enforcement performance in sudden death
cases. The Commission also recognized the necessity for improving
the effectiveness of county prosecutor staffs and munieipal police,
particularly to achieve a more coordinated investigative relation-
ship with qualified medical examiners than now exists.

. The Commission recommended that the State Medical Examiner
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 at the develop-
ing New Jersey Institute of Forensic Science in Newark. Each
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regional office would be directed b i i
¢ . ted by a forensic pathologist wi
2?52;& rfllggcug? s}lcagf aTn}(Ii facilities adequate forp the siz%inglséljaz
ablisned. The cost to the state of th i
would be offset annuall icipati s 1o e ortees
) ually by participating counties to th
(I}li; Zlée(ailiiizcl)lunﬂtly Iéledlca.l examiner expenditures for the yez,re}lcg??%t
! » We Lommission recommended that county pr .
establish with municipal poli e Aoy
pal police departments eoordinati
cedures that would include i i » proseomice o
3 A pre-qualification by a pr t
certain municipal departments as e ondnoting it
X € ble of conducting initj
sudden death investigations. Suct o quali el polics
departments would assume éont | OF denth peponmicipal police
: rol of death probes until d
ments required intervention b " 0 all ofher moel
Y a prosecutor; in all oth
3?111111'112 g(iiseputors. tvgo%lﬁd assume immediate ’control of ggaglaltsfj,
] alson wi e appropriate regional medi iner,
Stiffer performance requi Feipal potios e iminer.
’ quirements for municipal poli
mended, including completion of poli traini ; programe hape:
undertaking police duties, s ecip 1 qualifcaton eeps Defore
Tt : lification standar
homicide, narcoties and 't’ pecialied 1 aations ey oror
ool 11’1 Dareoli traim'n;. her specialized mvgstlgatlons and con-

LEGISLATIVE LIAIsoN

1. Incursion of Orgawized Cyi i 17 .
nesses in Aflomin, Oitz* rime Into Certain Legitimate Busi-

In January, 1979, Senator Stev ie, ]
. j en P. Perskie, D-Atlantic, in-
zzogggittilgvlgo Izllllls é.le51g1%§cad to impede attempts by organi:;c;ng;irlx]lle
rate the cigarette vending and aleoholic bever i
nesses. Such infiltration had beenb confirmed b i bu'SI_
vestimntion 1 . med by an exf:enswe in-
ro tin%ony:[”l* . y the S.C.I and by four days of public hearing

The measures sponsored by Senator Perskie were:

* 8-3008, to strengthen the statutory requi
for llcengure of individuals and entiti};s iguéﬁzliing
rett(? busmeg's by the State Division of Taxation in-
cluding ‘ strmgent disqualification eriteria to ,ba.r
further incursion by organized erime elements.

* 8-3010, to similarly strengthen 11 i

" § ) 1 e requir
for licensure in the liquor business by thg Aligfﬂz
Beverage Control Commission.

*See N, J. State Commissio igati
o AR 1ssion of Investigation Report i
See N. J. Stute Commission of Investigation 9t}??f{ﬁnl§:?elge];::te%?‘ei’9;?7g'
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After considerable review and revision by the Senate Law, Publie
Safety and Defense Committee, S-3008 was approved by the Senate
by a vote of 31-0 on May 7, 1979. The bill was further reviewed
and amended by the Assembly Judiciary Committee and was
approved by the Assembly without a dissenting vote on January
3, 1980. The Senate concurred in the Assembly’s amendments and
S-3008 was subsequently signed into law by the Governor. During
the progress of this bill through the Legislature, S.C.L officials
attended numerous Senate and Assembly committee conferences on
its strueture and joined in several revisions to make it an effective
and specific barrier against infiltration of the cigarette industry by
members of organized erime.

Senator Perskie’s 8-3010, to strengthen liquor industry licensure
requirements, was approved by the Senate along with its companion
bill 8-3008. However, certain provisions of S-3010 were questioned
during the Assembly Judiciary Committee’s review and the
measure died with the 1978-79 legislative session. The S.C.I. has
urged enactment of a bill similar to S-3010 during the 1980-81
legislative session. '

2. Abuses in the Boarding Home Industry*

After issuing a report and recommendations on serious irregu-
larities in this industry in November, 1978, the Commission
participated in a series of discussions on boarding home problems
conducted by the Senate Imstitutions, Health and Welfare Com-
mittee. This committee’s work resulted in the introduction in
February, 1979, of S-3111, a bill entitled “The Rooming and Board-
ing Home Act of 1979.” The primary sponsor of this legislation
was Senator Anthony Secardino, Jr., the committee chairman.
S-3111 gained approval of the Senate and Assembly later in 1979
and was eventually signed into law. Although the law excludes an
S.C.I. proposal that regulatory responsibility for all facets of the
industry except rate-making he centered in the Department of
Human Services rather than remain fragmented among three de-
partments, the measure had the endorsement of the Commission
as a progressive step toward safeguarding the 40,000 mostly
elderly and infirm individuals who are “trapped” in boarding
house facilities.

#See N. J. State Commission Report on “Abuses and Irreguiaritics in New Jersey's
Boarding Home Industry,” November, 1978.
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3. Violations of the Absentee Ballot Law*

Both during and after the Commission’s investigation and public
hearings into official abuse and misuse of the Absentee Ballot Law,
constant communication was maintained with legislative and execu-
tive officials on the problem of statutory reforms. The task of elos-
ing election law loopholes to further improprieties was particularly
difficult because of the necessity to make required changes that
would not infringe on the constitutional privilege of all cligible
voters to cast a secret ballot for candidates of their choice. A series
of law amendments were drafted after discussions with legislators,
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
speed their enactment and guarantee their effective implementation.

*See N, J. State Commission of Investigation 10th Annual Report for 1973.
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52.9M-3. At the direction of the Governor or
by concurrent resolution of the Legislature the
Commission shall conduct investigations and
otherwise assist in connection with:

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

. . The Legislature’s consideration of
changes in or additions fo existing pro-
visions of law required for the more effec-
tive administration and enforcement of the

law . . .*

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

* Excerpts from S.C.L Law

THE GOVERNOR'S REQUESTS

«. HFA Investigation
* Truckers’ Allegations
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THE GOVERNOR’S REQUESTS

NEw JursEy HousiNG FINANCE AGENCY

Under its enabling .sta,tute the 8.C.1L is requi i
‘ he 5.U.L 1s required, at the directi
of the GerVGI‘I.lOI' or of the Legislature, to conduct investiO'at§§1is123111
connection w1th po‘ss.lble changes in existing law to ach;eve more
effeo_tlve ad&mntl,lstatlon and enforcement. During 197 9, the Com-
mission undertook two separate investigations
Govommos oo P vestigations at the request of

On February 27, 1979, the G§ nor ask i ‘
A ed the S.C.L ¢ ti-

gate the New Jersey Housing . mance Agency (H.F.z.;nvf?‘i?s
request was made by letter to Arthur 8. Lane, the COmmiésion’s

chairman, as follows:

Recent allegations about the management ;
of the New Jersey Housing Finance .;lq gency h%i;??gee;
called to my attention, The services verformed by that
Agency are of great vmportance to the people of our
Statg cm_d public confidence in its capability and in-
tegrity is essewtial, Accordingly, after consultation
with the members of that Agency, I hereby request
that the Statg Commission of Investigation undertake
gz;.;};m;t to N ! S.4. 52:9M—~4, a formal, prompt cmd’
enensive imvestigatior .
g Fimamon A yomrcs g v of the New Jersey Hous-

I have been advised by Treasurer Go
Agency’s high credit rating could be le?élgfdﬂzzt Zf
answered qllegations of mismanagement. 4 thorough
and dispositive investigation of the Agency’s GO’}’ld’I:&th
would serve to comfort bond investors and, at the
same tume, facilitate future Agency ﬁnanoz’ng.;.

N eedlqss to say, the Board and the Agency will co-
to:pemtze im Zv;acry fwag‘/i possible with such an mwestiga-
20%. 00k forward to yo 3
hom. 1 Yyour cooperation and your

The Commission immediately launched an i i
1 extens \
H.F.A. project files and of the activities of officers alzg ;glﬁ? ?ni?hf
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to these files (except for two projects that had been
;ZSdpeTtinquiry by Attorney General J ohn .J . Degngn and ga%
Attorney Robert J. DelTufo). The Commlssmlll has been C?Optheir
ing with state and federal law enforcement agencies m~ prelr
i:nauiries.' In addition, the Commission has a.s.s%essed the opera ioxé_
of agencies similar to New Jersey’s H.F.A. in other states, n’:ll?chzse
ing Pennsylvania, Connecticut, Mas§achusetts and Mlchlg‘_:[a?. e
assessments will provide comparative data for _the S.C.L%s 10rthe
coming recommendations to improve the operation and assuled e
integrity of this state’s H.F.A. The Oorgnmssmn machXn 111 t
public hearings highlighting the inadequacies of the H.F.A. a:
will submit a full report on its findings.

INDEPENDENT TRUCKERS' ALLEGATIONS

' i Commission that
uly 5, 1979, Governor Byrne informed the :
hecl)créciiVZd ’allega’tions from independent truckers of questl(O}nIab%e
unloading practices at truck terminals. He dlre_cted the S. L 0

investigate these allegations in this letter to Chairman Lane:

1 recent meeting held in my office with repre-
seﬁ&ittz:végcof the I%clgpendent.l’mckea_fs Assocmltzog,
allegations were made of certain questionable un Colq -
mg fees being imposed on truckers at truck loading
docks. Those allegations 'molude@ refef_'e%ces to /reoi
quirements of a cash fee for unloading being requeste
by the gate guards in the dock areas; if payment Cflwas
not made by the truckers, their trucks were placed on
side lines amd_other trucks were routed in front of
them for speedy unloading. o _

I believe that this is a matier warrgnting investi-
gation by the State Commission of Mveshgatwn cmj,
accordingly, pursuant to my a/uthomty_ undef_“ NJ.S. d.
52:9M-3, I ask and direct you to investigate this
matter. .

Attached is a list of the three representatives fro_m
the Independent Truckers Association who met with
me. My Chief of Staff, Robert E. Mulcahy, I11, was
present at this meeting and can answer any specific
questions you may have. A

A report on the Commission’s inquiry into the j;ruckers’ allega;
tions cited by the Governor was in process as this annual repqr

was printed.
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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 inte
matters relating to law enforcement extend-
ing across the boundaries of the state into
other states; and may consJlt and exchange
information with officers and agencies of other
states with respect to law enforcement prob-
lems of mutual concern | . . *

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

* Excerpts from S.C.I. Law

LAW ENFORCEMENT LIAISON

* Attorney General

* County Prosecutors

* Reference of Evidence
* Interstate Cooperation

* National Organization of
Investigatory Commissions
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LAW ENFORCEMENT LIAISON

INTRODUCTION

The Commission continued during 1979 to respond to its staty-
tory mandate to advise, assist and otherwise cooperate with other
law enforcement agencies “in the performance of their officia;
Powers and duties.”

The Commission Iast year recorded 101 requests for various
types of assistance from county, state and federal law enforcement
agencies in New J ersey and from such agencies in the states of
California, Delaware, Nevada, Florida, New York and Maryland.

Complying with these requests, according to data, recorded by
Commission staff, required g total of 565 hours, or more than
23 working days. Scp-rgzs of additional time-eonsuming contacts by

LisisoNn Witk THE ATTORNEY GENERAL

Asg indicated, the Commission’s liaison with Attorney General
John J. Degnan and various components of his Department of
Law and Public Safety was of g parﬁcul_arly constant nature. In

An example of the effectiveness of this type of law enforcement
Liaison was the Commission’s Investigation and public hearings in
1978 of the misuse of the Absentee Ballot Law,* This inquiry was

—
*See N. J. State Commission of Investigation 10th Annual Report for 1978,
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launched as a cooperative effort with state and county prosecu-
torial officials, particularly with the Attorney Gemeral’s Criminal
Justice Division, after they finally determined that the law was sc
inadequate as to almost completely thwart every attempt to prose-
cute alleged violators of the absentee voting process. It was con-
ceded at the outset of the Commission’s probe that the Absentee
Voting Law’s contradictions, restrictions and ambiguities would
continue to defy even the most vigorous enforcement. According to
testimony by Criminal Justice Director Edwin H. Stier, “after a
very careful analysis of the information that we had and the
number of alternatives available to us,” the Attorney General
decided that “the most important vehicle for translating the
information which we had found into action toward reform
would be to assist the S.C.L in its efforts and to bring about
specific proposals in that way, and public awareness of the serious-
ness of the problem in the hope that the gaps in the law that we
have been experiencing and laboring under will be closed.”

A productive sharing of investigatory files and tasks marked

the entire probe. Public hearings in late 1978 confirmed drama-
tically how local politicians coerced voters to advance their own
personal and partisan ambitions, how absentee ballots were dis-
tributed, collected and cast illegally, and how forgery was employed

to sign and alter ballots.

This same extensive law enforcement cooperation marked the
discussions throughout 1979 of proposed Absentee Ballot Law

revisions.

LiaisoN WiTH COUNTY PROSECUTORS

At the coneclusion of its investigation of absentee ballot abuses,
the Commission publicly acknowledged the cooperation of affected
county prosecutors, as well as that of the Attorney General’s
office. The Commission take pride in its inereasingly close relation-
ship with all of New Jersey’s 21 county prosecutors and their
staffs that began with active 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.I had been extended to every county and is being constantly
reaffirmed as prosecutovial changes occur in the various counties.

: 'Particuldrly with regard to organized crime inquiries, the Com-
mission realizes that the office of the county prosecutor is often
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the most accurate and

X ; complete reposito: i :

in € a Pl pository of inf

tivge Oslfa.a’l‘in:rllze%fc Izn?mal activity within each jurisgir?éiigo%gegard-

factor in ﬂ%e Cm ormation and expertise has heen an im gpf ot

local offices Wit%im;;srilignls g Tities while aiding ihzlslé;

Communt e wlar regard to priorit

g tﬁl;;;caigo]lslf and cooperation with thep21 cozn?;rld rapproach.
Stails, additionally, have enhanced the Cfm?r?iesqsg?llzs

S

understanding of
problem g the level of the statewide organized crime

RE FERENCE OF EviDENCE

As requi ; .
contse e(()lfulili‘;:dvzy'lts enabling statute, the Commission duriy th
t10us inquiries refers matters to other aveioie:

(=}

1979 REFERRALS
North Bergen Township Clerk Joseph Mocco, Jr

On August 10
o o be LUy pursuant to a resolution of + issi
Is\f g)l:ic[}.lsBI;J;gZEtgi Dlrgctor ]Ivrote tn MayorOAn}‘sI?og;%r?%}sisrig:ﬁtthﬁ
cerning the dual role pla ’ i X
yved by Township Clerk

Mocco in obtainin i :
stated, in part s & municipal insurance coverage. That letter

“Having emams

Havi wed the record of the 4 X
he i

gj;i’;g]ccztzon},& the Commission has decided ﬂfgtr ?Zgi e

o Tow(:zg 7tn Zc;, Z?:gv;zcl of Mr. Mocco from his positi'oz;

' Tl jor misconduct qnd -

evidence of such miscor ; o are el o The
7 su wduct ' ;

officer having the authority tochzZtc.e Yo are the public

“The situation which
I wh came to light im ¢ )
Ofgzlznii;](il%eeséz zﬁl{[r. ]lg %qtco’; dual role gs gzz%%;
onswotlity for insur
on the one hand and Insurance Brokera;zccig;i'?z??oizt

33

g o g e




missions for municipal insurances on the other. It wus
found that the coverage which was obtained by Mr.
Mocco was so lacking in many respects, additionally,
that the township was left uninsured for certain perils.
With regard to the pertinent facts which should be
reviewed by you, I have enclosed the entire public
hearing record from the relevant portion of public
hearings held on June 19, 20 and 21,1979.” ‘

Just prior to the Commission’s public hearing on North Bergen
insurance irregularities, Clerk Mocco was ‘suspended from office
after an election in which the Mocco™ regime in that community
was defeated. A hearing of echarges against Mocco was instituted
that did not conclude until December. Based on the recommenda-
tions of retired Superior Court Judge George B. Gelman, who
presided over the Mocco hearing, Mayor DiVincent fired Mocco
as township clerk on January 15, 1980. The S.C.1L’s investigative
findings of conflicts and other improprieties in the handling of
North Bergen insurance by Mocco were a highlight of the testi-
mony recorued at the hearing.

Hudson County Purchasing Agent Warren Fubro

On August 2nd, as authorized by a resolution of the Commission,
the S.C.L’s Deputy Director notified the County of Hudson that
a portion of the public insurance hearing held by the Commission.
involved the fact that Mr. Fuhro had recommended to the Board
of Frecholders that the T.C. Moffatt Agency be awarded a contract
for county insurance coverage and that Mr. Fuhro’s personal auto-
mobile liability premiums had heen charged to Kearny Realty, Ine.
It was pointed out by the Commission in its referral that Mr.
Tuhro had contended under oath that he paid cash for his insurance
coverage to the Moffatt Agency but his testimony was denied by
G. Fred Hockenjos, a principal in the agency. This rebuttal by
Mr. Hockenjos was verified by bookkeeping records of the Moffatt
Agency.

According to Hudson County Counsel Francis T. Morley, the
Fuhro matter was referred to the Attorney General’s Criminal
Justice Division by the County Prosecutor’s office.

The Town of Kearny and Frank Avilotta

Pursuant to a resolution of the Commission, the S.C.I. staff
communicated with David C. Rowlands, Mayor of Kearny, con-
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Zerning eViId-ence 1'((31001'ded at publie hearings pertaining to United
.gencies, Inc., and its relationship with the K i
dlrector,ngranl’: Arilotta. P sy HsiRes

The Cf)mrmssion’s communication noted that, in addition to
unqdvertlsed fzommissions of approximately $20,000 annually,
Un_1ted Agensn-es received an additional $80,000 ‘‘service fee’;
which was paid by the town. The Commission’s hearing disclosed
that Mr: Arilotta shared in a portion of these fees under an agree-
ment \.v1t_h one of the salesmen for United Agencies, Inc. The
Oomm1s§10n recommended that Mr. Arilotta’s employn’lent as the
toyvn.’s insurance director be rescinded immediately. The Com-
mission alsg suggested that Mr. Arilotta’s relationship with the
town as an insurance broker also be rescinded.

Kl\’.[r. Arilotta resigned as insurance director and early in 1980
earny replaced the United Agencies’ contract with another in-
surance account devoid of any ‘‘service’’ fees.

INTERSTATE COOPERATION

The Commission is a member of various interstate organizations
or a formal and informal nature which relate to its work and
continues to cooperate through these organizations with repre-
sentatives of other states on matters of mutual concern. Addi-
tionallyz the Commission received in excess of one hundred requests.
for a_ss1stanee 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 co-
operation among the states in areas such as organized crime
fulﬁlle.d ?hese requests quickly and efficiently. Additionally. the’
Commission itself has requested assistance from various (;ther
states on matters of mutual concern with particular relevance to
organized crime and racketeering.

One p:?,rticular project in which the Commission was involved
wag t]}e investigation by the Pennsylvania Crime Commission of
organized crime infiltration into the pizza industry in Pennsylvania.
Because the supply lines of the industry in certain important
respects commenced in New Jersey, the Commission’s investigatory
and aqcounting staff was utilized in cooperation with the Penn-
sylyama Ggmmission to pinpoint that portion of the infiltration
which was initiated in New Jersey. Additionally, because of prior
work of the 8.C.L in its Atlantic City investigation in 1977 and its
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familiarity with various facets of organized erime that are active
in the retail markets of New Jersey and Pennsylvania, the New
Jersey commission engaged in a cooperative exchange of informa-
tion concerning these and other individuals with the Pennsylvania
commission. In its final report on the pizza industry, the Penn-
sylvania Crime Commission publicly commended the New Jersey
S.C.I for its cooperation and assistance.

NATIONAL ORGANIZATION OF INVESTIGATORY COMMISSIONS

The 8.C.I. continued its membership and activities in the Nation-
al Organization of Investigatory Commissions (NOIC) during 1979.
NOIC was created in Princeton in 1978 when the New Jersey S.C.L
called five other similar Commissions into coneclave to consider the

concept of a national group.

The Hawaii Commission on Crime joined NOIC in 1979. The
Hawaii commission, created in 1978, has the primary purpose of
inquiring into various aspects of organized crime in the state and
keeping the public informed about the workings of organized crime.

Pursuant to NOIC’s constitution, one of its principal functions
is to promote the concept of investigatory commissions for other
states. In line with views expressed by NOIC’s president, Michael
R. Siavage, executive director of the New Jersey S.C.I, NOIC dur-
ing 1979 corresponded with the legislative and executive leaders of
43 states with regard to creating an S.C.L-type state agency.
Consideration of the concept is under way in several states and
many other State officials have asked NOIC for information and
further assistance in their studies of such actions.
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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 saiaries or compensation within
the amounts appropriated therefor. Investiga-
tors .cmd :clclogntqnts appointed by the Com-
mission shall be and

ranae anall b have all the powers of

* Excerpt from S.C.I, Law

COMMISSION STAFF

* Performance,
Self-improvement
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COMMISSION ST AFF

STAFF PERFORMANCE

The Commission’s staff during 1979 consisted of 33 individuals,
including five lawyers, five accountants and 14 special agents.
As in previous years, the staff continued to expand its professional
caliber by attending various law enforcement seminars and con-
ferences and accredited educational courses related to their work.

In addition to enrolling for appropriate lectures sponsored by
the Tnstitute for Continuing Tegal Education, 8.C.I. lawyers
accepted invitations to speak or conduet panel discussions at pro-
fessional meetings and before citizen groups. One attorney, for
example, participated in a televised town meeting program on
crime, spoke at an organized crime conference in Atlantic City and
made the weleoming address to a regional conference of law enforce-
ment intelligence experts. Another lawyer participated in an
organized crime institute at Cornel] University in Ithaca, N.Y., and
in organized crime panel diseussions before the National Associa-
tion of Attorneys General in Atlanta, Ga. Two other attorneys
attended similar seminars in Chicago, one of whom also attended
a National Prosecutors’ Association program in Chicago on the use
of computers in the investigation of economic crimes. All of the
Commission’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
numerous other law enforcement agencies. The chief 8.C.T. account-
ant, for example, addressed the State Police Training Academy in
Sea Girt twice during the year on the subjeet of corporate financial
investigations. He also reviewed specific problems in connection
with such corporate inquiries before agents of the New J ersey
Aleoholic Beverage Control Commission and has lectured on the
role of accountants as expert witnesses and as “financial detectives”
working with organized crime investigative teams. He and other
staff accountants continued g longstanding practice of enrolling in
various educational brograms sponsored by the New York State

37

R kL AL L s e et et e

e e e




Society of Certified Public Accountants and other special account-
ing courses on topics related to their duties. Two of the S.C.L’s
’ acoountants came from the U.S. Internal Revenue Service’s investi-

gative ranks.

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.
Tn addition, the wide-ranging professional background of these
agents has been particularly helpful in the successful completion
of the Commission’s unusually varied investigations. Collectively,
this background includes previous careers or tours of duty with
the U.S. Justice Department, the U.S. Senate’s organized crime
| investigations, the Federal Bureau of Investigation, the State
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 approxi-
' mately 40 federal, state, county and municipal law enforcement

agencies from a five-state area. These meetings are designed to
develop closer investigative liaison and to review law enforcement
matters of mutual concern. ’

Tn addition, all staff members with supervisory obligations have
attended in-house training courses in managerial responsibilities
and presently are completing a program in employer-employee rum-
munications.

3&

52:9M-10. The Commission shall make an
annual report to the Governor and Legislature
which .sh.qll include its recommendations. The
Commission shall make such further in’;erim
reports to the Governor and Legislature, or
either thereof, as it shall deem advisable, or
as shall be required by the Governor or b

concurrent resolution of the Legislature.* Y

52:?M-'l 1. By such means and to such extent
aﬁ it shall deem appropriate, the Commission
shall {ceep the public informed as to the
operations of organized crime, problems of

law enforcement
. . . and other iviti
the Commission.* activities of

* Excerpts from S.C.I, Law

LIAISON WITH THE PUBLIC

* Public Reports
* Citizen Assistance
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LIAISON WITH THE PUBLIC

Pusric REPORTS

Since its inception the Commission has held a total of 21 publie
hearings on various law enforcement problems. These hearings
were conducted in accordance with the Commission’s statutory
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 Section of this annual report.
Tn addition, the Commission since 1969 also issued 11 public reports
on investigations which did not warrant a public hearing procedure.

A brief listing of these 32 public actions by the S.C.L. during
the past decade illustrates 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 disclosure. In the organized 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 Long Branch and Monmouth County (1970), organized erime
activities in Ocean County (1972), navcotics trafficking (1973), and
infiltration of legitimate businesses in Atlantic City (1977). 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 Commission cor-
ruption (1970), Jersey City waterfront land frauds (1971), workers
compensation misconduet (1973), misuse of surplus federal prop-
erty (1973), pseudo-charity solicitations (1974), Lindenwold
borough corruption (1974), medicaid-clinical labs (1975), Middle-
sex land deals (1976), prison furlough abuses (1976), medicaid
nursing home schemes (1976), improper conduct by private schools
for handicapped children (1978), absentee ballot law transgressions
(1978) and mishandling of public insurance programs (1979).
Further, although no public hearings ensued, critical public reports
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and corrective recommendations followed the Commission’s in-
vestigations 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), medicaid
hospital problems (1977) and wrongful tax deductions from public

employees’ injury leave wages (1979).
As this annual report went to the printer, the Commission was
in the process of bringing three investigations to the public hearing

stage.

CITIZENS ASSISTANCE

As 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 Jersey. Commission records indicate
more than 150 such citizen contacts, mostly for the purpose of filing
complaints about law enforcement and other problems affecting
them or their communities. The Commission staff’s discussions and
reviews of such citizen complaints required an average of more

than a half-hour per contact.
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APPENDIX I

RESUME OF THE COMMISSION’S
MAJOR INVESTIGATIONS

This is a summary of the Commission’s major in-
vestigations undertaken since June, 1969, when the
S.C.L became staffed and operational, In describing
them as magjor wnvestigations, it is meant that they re-
quired considerable time and effort and, where appro-
priate, resulted in g public hearing or a public report.
Since these inquiries have been discussed fully in
separate reports or in previous annual reports or
i sections of this report, only a brief statement about
each — including subsequent resulis —is set forth.

1. OrcaNIZED CrRIME CONFRONTATIONS*

Since the summer of 1969, the Commission has been issuing
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 J ersey. This program
has been part of the Commission’s continuous effort to increase
the storehouse of intelligence, mutually shared with law enforce-
ment agencies, 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-
tional weapon at its disposal. One of these important anti-erime
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 Coramission 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
state to safeguard the public by learning as much as possible about

*See New Jersey State Commission of Investigation,

Annual Reports for 1970, 1971,
1972, 1973,"1974, 1975, 1976, 1977 and 1978, See also Pp. 17-22 of this Annual Report,
41-
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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 part of this program of confrontation, nine organized crime
figures who were served with subpeenas 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
crime figures remain under S.C.I. subpena for either continuing
or future testimony, including Simone Rizzo (Sam the Plumber)
DeCavaleante, Carl (Pappy) Ippolito and .J. oseph Paterno. Among
the many organized crime figures known to have fled N ew Jersey
in an effort to avoid being served with S.C.I. subpeenas are Anthony
(Tumac) Acceturo of Tivi gston, Timilio (The Count) Delio and
Paterno of Newark, Joseph (Demus) Covello of Belleville, John
(Johnny D) DiGilio of Paramus, Tino Fiumara of Wyckoff, John
(Johnny Keyes) Simone of Lawrence Township, and Ippolito. The
attempt by a number of these to seek alternate places of residence,
primarily in South Florida, has been interrupted from time to time

by federal and state indictments charging various eriminal
violations.

As indicated above, nine organized crime figures have chosen
to spend prolonged periods of court-mandated incarceration or

civil contempt grounds because they refused to testify before the
S.C.I .

Of these nine, four gained release from jail only after agreeing
to testify before the Commission. These four were Angelo Bruno,
Nicodemo (Little Nicky) Scarfo, Anthony (Little Pussy) Russo
(murdered in Long Branch in April, 1979) and Nicholas Russo.
A fifth, Gerardo Catena, who had been imprisoned in Mareh, 1970,

beeause 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 inearceration.
An eighth, John (Johnny Coea Cola) Lardiere, who had been
jailed since 1971 for refusing to testify before the 8.C.L, was shot
to death in 1977 while on a court-ordered Easter furlough. The
ninth, Joseph (Bayonne J oe) Zicarelli, is on temporary medical
furlough from jail.

New Jersey’s former Attorhey General Hyland, who was 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 alerting the public to,
the problems associated with organized crime.”

2. THE GARBAGE INDUSTRY®

The Legislature in 1969 passed a resolution requesting the
Commission to investigate the garbage industry and make recom-
mendations for possible 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 investigation ended
with two weeks of private hearings, concluding in September, 1969.

4 principal finding of the Commission was that some garba,gg
ndustry trade associations discouraged competition, encouraged
collusive bidding, and preserved allocations of customers on a
territorial basis. Unless the wice of customer allocation was
curbed by the state, the Commission concluded, many municipalities
would continue to be faced with the problem of receiving only one
bid for waste collection.

The Commission recommended legislative action leading to a
Statewide approach to regulating. and policing of the garbage
industry. Specific recommendations were: Prohibit customer
territorial allocation, price fizing and collusive bidding; provide
for licensing by the state (fo the exclusion of municipal licenses)
of all waste collectors in New J ersey, and prohibit discrimination
in the use of privately owned waste disposal areas. State regula-
tion of the industry eventually was enacted by the Legislature.

3. ORGANIZED CRIME IN MonmouTH CoUuNTyH*

The seashore city of Long Branch was in the late 1960s the
target of charges and disclosures about the influence of organized
erime. Onc charge was that an organized crime figure, Anthony
(Little Pussy) Russo, controlled the mayor and the city council.
Official reports indicated mob figures were operating in an atmo-

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

**See New Jersey State Commission of Investigation, 1970 - Annual Report, issued
February, 1971,
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sphere relatively secure from law enforcement. The Commission
began an investigation in May, 1969, that culminated with publie
g the disclosures were:

hearings in eatly 1970. Among

That a Long Branch city manager Was ousted from his job by
the city council after 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 close his eyes
to underworld influences and act as a 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 investigate organized crime

and stem its influence.
After the hearings, the irresponsible police chief resigned and
the electorate voted i a new administration.

The Asbury Park Press commented editorially that the Commis-
sion’s hearings did more good than four pPrevious grand jury
investigations. Also, the Com-mission’s special agents developed

detailed fiscal information and records relating 0 cOTpOTations
federal authori-

forimed by Russo, information which was used by
ties in obtaining @ 1971 indictment of Russo on & charge of failure
to file corporate mcome tax returns. He pleaded guilty to that

charge and received a three-year prison sentence. Russo was

murdered in 1979.

The Long Branch inquiry extended to the office of Monmouth
County’s then chief of county detectives. This probe determined
that a disproportionate share of authority had been vested in this
office. Twenty-four hours after the Commission issued subpoenas

in October, 1969, the chief committed suicide.

Theld in late 1970. Mestimony showed that
r nine years by
t used for that

Public hearings were
a confidential expense account supposedly used fo

the chief of detectives to pay informants was 1o

purpose and co
detailed how that fund was solely controlled by the chief with no

county audit and no supervision by the county prosecutor. In fact,

the county prosecutor testified that he signed vouchers in blank.

The Commission after the hearing made @ series of recommenda-
tions to reform the coumty prosecutor system. A principal recom-
mendation was for full-time Prosecutors and assistants. A state
law, since enacted, has established full-time prosecutorial staffs
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peace. The inguiry also revealed that a major organized crime
figure in New Jersey acted as an arbiter of disputes between some
cleaning companies. '

The Commission’s investigation of restraint-of-trade and other
abusive practices in the building service and maintenance industry
aroused the interest of the United States Senate Commerce C'om_,-
mittee. The commitiee invited the S.C.1. to testify at its 1972 public
hearinys on organized crime in interstate commerce. As a result .of
that testimony, the Anti-Trust Division of the United States Justice
Department, with assistance from the S.C.I., launghed an mvestiga-
tion into an association which allocated territories and customers
to wvarious member building service maintenance compamies in
New Jersey. In May, 1974, o Federal Grand Jury indzcteql 12
companies and 17 officials for comspiring to shut out competition
in the mdustry. The companies were the same as those. 1mvolved
in the 8.C.1.°s public hearings. Attorney Rogef L. Cur_me':: of the
Justice Department’s anti-trust division in Philadelphia, in coor-
dination with the U.S. Attorney’s office in New Jersey, brought the
entire case to a final conclusion on Oct. 25, 1977. On that fiate the
defendants ended the government’s civil action by agreeing to a
consent judgment stipulating they would abandon the practices
alleged against them. FEarlier, the govermment’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. Tue HupsoN COUNTY MosQuiTo COMMISSION*

During 1970 the Commission received allegations of corrupt
practices in the operation of the Hudson County Mosquito Exter-
mination Commission. An investigation led to public hearings at
the close of 1970. '

The Mosquito Commission’s treasurer, who was almost blind,
testified how he signed checks and vouchers on direction from the
agency’s executive director. The testimony also revealet.i 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.

- *See New Jersey Commission of Investigation,.1970 Annual Report, issuied Februdry,
" 1971, o
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One result of this investigation was abolition of the Mosquito
Commission, an agency which served no valid function and whose
annual budget was approaching the $500,000 mark.

Also, after receiving 8.C.I. records of the imvestigation, the
Hudson County Prosecutor’s Office obiained conspiracy and
embezelement indictments against the Mosquito Commission’s
executive director and his two sons. The ewecutive director pleaded
guilty to embezelement and in June, 1972, was sentenced to two to
four years in prison. His sons pleaded guilty to conspiracy and
were fined $1,000 each. ,

.

7. MISAPPROPRIATION 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 momney 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 irregularities 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 conducted by some county officials.

Copies of the Commission’s report were semt to Freeholder
Boards throughout the state for use as guide in preventing any
further instances of similar misappropriation of funds. As a result
of fiscal irregularities uncovered in its probes not only of Atlantic
County but also of county agencies in Monmouth and Hudson
counties, the Commission recommended that county and municipal
auditors be mandated to exercise more responsibility for maintain-
ing integrity, with stress on continuous reviews of the wnternal
controls of county and local governments.

_*See Report on Misappropriation of Public Funds, Atlantic County, a Report by the
" New Jersey State Commission of Investigation, December, 1971, - : o
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8. DEVELOPMENT OF POINT BREEZE IN JERSEY CITY*

‘The lands that lie along the Jersey City waterfront are among
the most valuable and economically important in the state. The
Commission in the Spring of 1971 investigated allegations of cor-
ruption and other irregularities in the development of the Point
Breeze area of Jersey 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 procedures. Public hearings in October, 1971, diselosed
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.

Two bills implementing S.C.1. recommendations from this probe
were enacted into law. One improved the urban renewal process
and the other tightened statutory provisions to prevent o purchaser
of publicly owned lands from receiving any part of the brokerage
fee attendant on such a purchase. '

In addition, the Commission referred probe records to prosecu-
torial authorities. 4 Hudson Coumty Grand Jury returned an
indictment charging a former Jersey City building inspector with
extorting $1,200 from an official of the Port Jersey Corp. and
obtaining money under false pretemses. The mspector was con-
victed of obtaining money under false pretenses and fined $200 and
gwen a siz-month suspended sentence.

9. TACTICS AND STRATEGIES OF ORGANIZED. CRIME

Although not a ‘‘sworn’’ member of organized crime, Herbert
Gross, a former Lakewood hotel operator 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 cooperate with govern-
ment agencies, including the S.C.I. :

Gross’s testimony during two days of public hearings by the
Commission in February, 1972, pinpointed the ruthless operations

*See New Jersey State Commussion ot Invesugation, 1971 Annual Report, issued
March, 1972.

#k See New Jersey State Commission of Investigation, 1972 Annual Report, issued
February, 1973,
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by ‘qualified experts and strict pre-qualification of appraisers
before being listed as eligible to work for the state. The recom-
nendations were prompily implemented by the Division.

11. BANK FrAUD 1N MIDDLESEX COUNTY¥

Investigative activities during 1971 in Middlesex County directed
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/ac-
countants concentrated on Santisi-controlled 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 sale of stock without the
required state registration and misapplication by Cantisi 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 to divert the money for the benefit of Santisi and some
of his corporations.

During the first quarter of 1972 the Commission completed
private hearings in this investigation but deferred planned public
hearings at the request of bank examiners 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
authorities who obiained indictments of Santisi and several of his
cohorts om charges imvolving the misapplied bank funds. All
pleaded guilty. Samtisi was senienced to three years in prison.
Ome of his associates was sentenced to g year in prison and two
others received suspended sentences.

12. Tyre OFFICE OF THE ATTORNEY GENERALk*

In the summer of 1972 the Commission was requested by the
then Attorney General of New Jersey, George F. Kugler, Jr., to
investigate his office’s handling of the case of Paul J. Sherwin,
- the Secretary of State who was convicted on a conspiracy indiet-

* See New Jersey Commission of Investigation, 1972 Annual Report, issued February,
1973. : . '

## See Repoft on Investigation of the Office of the Attorney General of New Jersey, A
" Report by New Jersey State Commission of Investigation, issued Janurty, 1973.
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ment in connection with a campaign contribution made by a con-
tr?dctor who h‘ad bid on a state highway contract. The request
trlggel.‘ed. an investigation which extended into early 1973. The
Commission took from 22 witnesses sworn testimony consisting
of more than 1,300 pages of transcripts and also introduced exhibits
con51st%ng qf more than 300 pages. The Commission, by unanimous
resolution, issned in 1973 a 1,600-page report which was forwarded
to the G‘oyernor and the Legislature and to all news media. John
J. Francis, the retired Associate Justice of the New J ersey
Supreme Court, served without compensation as Special Counsel
to the Commission in the investigation.

A primary conclusion of the report which climaxed this inquiry —
@ report which made public all recorded, testimony and exhibits —
zpas_tkat “we find no reliable evidence whatever to reasonably
jz.cstzfy a conclusion that Attorney General Kugler was derelict in
his law e%force.ament obligations.”” The report also attacked certain
types of political campaign contributions as a ‘“malignant cancer
w the blood stream of our political life’’ and wrged the prohibition

of such contributions to public oficials by & 08 Tg)
erwmental contracts. 4 Y vhose asp g for gov-

13. THE WORKERS’ COMPENSATION SYSTEM*

N ew ._Tersey’s system for compensating individuals for employ-
ment.mJuries became during the early 1970s the object of intense
serutiny. In addition to evidence and statistics indicating 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 Labor
and Industry to request an investigation. That task, which was
u.ndel.'takqn.by the S.C.L, was one of the agency’s most comprehen-
Sive inquiries. The facts, as presented at nine days of public
peamngs in Trenton in May-June, 1973, documented abuses ‘which
mcludefi 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 bill-padding, - :

- ds a.result_ O]f ﬂ.be investigation, three Judges of Compensation
were giwen disciplinary suspensions, with one of them eventually
*See Firial Report and Recommendations on_the Investigation of fhe Wozrkiﬁe.ri's“bér;l-

pensation System, a Report by the N issi igati
Pensatton System P y ew Jersey State Commission of Investigation,
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14, MiSUSE OF SCHOOL PROPERTY 1

the
iti i i in January, 1973 prqmpted
A e e e rzge}cgzdhﬁldling am,i disti*ibutlon by the

Commission to fndvie ™ ted for use in schools and
surplus property donate |
Eéﬁg iif&%ﬁfi}nzuﬁ u‘ '131{1 as guestionable transactions at the

Passaic County Vocational ar(lldeeghmizia;llyiliog:fhpic{)]ifglhggglgn;
investigation was capped by 1ve € ‘

gﬁe'[}gzsaicg(}wnty Courthouse in Paterson. .

- d that the school’s purchasing .agent, vivho

also was its business manager, failed to obtain competitive prices

tial amounts of goods and
1v soods purchased, that su]gstan ang
fzi:vlﬁzirslngege pull)“chased th,rough middlemen, ong Olf wh;)ncl) &I;a; e(; 1
, rices by more than 100 per cent, and that regul gr peyalso rere
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' Te purchasing agent used some A
ﬁl’medfl ag:oi frr?provements Zt his home and that the sc?octl)l }alﬁd
groggeya dumping ground for millions of dollars. of federally
ec , g8

donated surplus property under a mismanaged state program.

ission of Investigation, Annual Report for 1973, issued

N PASSAIC COUNTY*

The hearings disclose

*See New Jersey State Comm
in March,» 19745
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This investigation led to S.C.I. recommendations for administra-
twe corrective steps to establish an eficient program of state
distribution of the surplus property and for improved procedures
for school bourds in overseeing purchasing practices. The State
Board of Education relayed the S.C.I. recommendations to all
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, a State Gramd Jury indicted Alex
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 to three years
wn state prison and fined $9,000. Superior Court Appellate Division
early in 1977 upheld Smollock’s conviction. Later, in M arch, 1977,
w a civil suit by Passaic County freeholders and the Techwical-

Vocational Iligh School, Smollock was ordered by Superior Court
to return salary he received during suspension from school duties
as well as the bribe money. In February, 1978, he agreed under a
Superior Court settlement to repay the county more than $50,000

in 60 mstallments during a five-year period upon completion of his
prison term.

15. THE DRUG TRAFFIC AND LAW ENFORCEMENT

Narcoties and their relationship 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 trafficking are an
obvious lure to criminal elements. As a result of an increase
in the S.C.IL’s intelligence gathering during 1973 relative to
narcotics, the Commission obtained considerable information
concerning certain criminal elements in Northern New J ersey. A
subsequent investigation produced a mass of detail about drug
trafficking. At public hearings in late 1973, witnesses revealed their
involvement in heroin and cocaine transactions in North New
Jersey, marked by accounts of a killing and an attempt by crime
figures to persuade a witness to commit murder. Federal, state and
county authorities testified about the international, interstate and
intrastate flow of heroin and cocaine and problems of law enforce-

ment units responsible for the fight against illicit narcotics distri-
bution.

*See New Jersey State Commission of Investigation, Annual Report for 1973, issued
in March, 1974; . .
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Due to a combimation of a reliable informant and an extensive
follow-up investigation by S.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 a
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 S.C.1. for reterrals of
probe data and otherwise aiding law enforcement. The hearings
also generated S.C.I. recommendations for an improved law en-
forcement attack on narcotics distribution and for revisions of the
narcotics law, including sterner penalties for non-addict pushers.

16. PseupO-CHARITABLE FUND-RAISING APPEALS™

A growing number of companies were established in New Jersey
to sell by telephone exorbitantly high-priced household produets,
principally light bulbs, in the name of allegedly handicapped
workers. Although different 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 *hese profit-oriented businesses were charities, registered
complaints with the State Division of Consumer Affairs. That
Division sought a full S.C.L iavestigation of these pseudo-charities
because of the broader purview of the Commission’s statute, the
Commission’s investigative record and its public exposure powers.

Facts put into the public record at hearings held by the S.C.I.
in June, 1974, included: That people were willing to pay high
prices of as much as 1,100 per cent above cost only because 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 dismissal if they did 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 having to constantly dwell on their ailments in order to induce
sales, and that pseudo-charitable appeals drained off millions of

* See Final Report and Recommendations on the Investigation of Profit Oriented
* Companies Operating in a Pseudo-Charitable Manner, a Report by the New Jersey
State Commission of Investigation, September, 1974, o
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dollars each year that otherwise "y )
charities. rwise could be tapped by authentic

Access to data from this investigat;

: . gation was offered to federal
oyﬁcqus both during the probe and immediately after thefp'ublz'c
lzearzng§. Subsqguently, the owner of ome of the profit-making
compamwies identified at the S.C.1.°s hearings and the sales manager

of another company were charged with froud by F
ities. Both pleaded guilty. f y federal author-

4 number of bills to implement §.C.1I. recommendations 1
chamta{;le fund-raising field were introduced in the Legzslﬁ-zjfee
In Apm_l, 1977, Governor Brendan T. Byrne signed into law a bilé
to require authorization by the Attorney General before corpora-
tions can wdentify themselves as fund raisers for the ‘‘handi-
capped_’ or the ‘““blind.”’ Another bill, to require professional
Zﬁ:@od ;‘Za»zser.csl ttohprol;uz'de Zﬁmmcz'a-l reports to the Attorney General,

eare e Legislature and ; X
Governor on Decembger 15, 1977. s stgned nto law by the

17. Twue DELAWARE RIVER PORT AUTHORITY*

The State Executive Commission on Tthical Standar ing
1974 requested the S.C.L’s assistance in investigating aclilseiﬁ(l)?l%
of possible conflicts of interest of Ralph Cornell, then the OhZirman
of the Delaware River Port Authority. He had heen & commis-
sioner of that Authority since its inception in 1951, The reason for
the request, as stated by the Hthics Commission, was that ‘“the
State Commission of Investigation is better equipped in terms of

er p i :
ipnqlig;n?’l, resources and operating procedures to conduct this

The investigation involved the analysis of a virt i
of books and records of the Authority,ycorporations Ielxildzgg;izag
ordex" to expose certain business relationships relative to subcon-
tract.lng work done on Authority projects. After holdine private
hearlngs on :%4 occasions from March through August of L3974: the
Oomnnss;on issued a comprehensive public report on this inq’uiry
and sent.1t to the Governor and the Ethical Standards Commission
appropriately leaving to that Commission the final iudgments on’
the full factual picture presented by the report. The Attornev
General’s Office also was given copies of the report, )

* See Report on the Compatibility of the Interests of Mr. Ralph Cornell, Chairman of

the Delaware River Port Authorit R issi
of Tnvestigation Getetar $5mn Y, a Report by the New Jersey Statev Commission
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The principal facts developed by the 8.C.I.%s investigatlon. were
that Mr. Cornell’s Cornell & Company had 1'eceived. substantial in-
come for work performed on Port Authority projects on a sgb-
contracting and sub-subcontracting basis while other companies
were listed in the Authority’s records as the subcontractors with no
listing of Cornell & Company in those documents; t.hat he was the
recipient of substantial dividend payments as a major stockholder
in the insurance company which was the New J ersey brokel: for the
insurance needs of the Authority, and that as an ipvestor in lands
subject to value enhancement by proxim.ity to existing or proposed
Authority projects, Mr. Cornell had received more than $1.9 million
in 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 purchase.s could have
been made by any well informed citizen with substantial monetary
resources.

In October, 1977, the Delaware River Port Authority agreed to
accept a payment<of $50,666 by Mr. Cornell as a repayment of
profits some of his firms made on Authority projects. The settle-
ment represented a compromise of the Authomtg’s claim that the
profits amounted to $64,330 and Mr. Cornell’s claim that they were
837,004. - Port Authority counsel said the settlement was accepted
to avoid “‘extensive expensive litigation.”” Cornell’s counse‘l em-
phasized that the settlement was not to be regarded as an admission
of liability. Mr. Cornell, who was absolwed of any criminal wrong-
doing by the state in 1975, was not reappointed to the Authority
when his term expired in January, 1975.

18. Tue GOVERNMENT OF LINDENWOLD¥

A citizen’s letter alleging abuses in the government of t.he
Borough of Lindenwold, a rapidly developed su.bu'rbar.l cormmunity
in Camden County, was received by the Commission in the latter
part of 1973. Ome of the letter’s signatories, a fc_)rmer.Borough
Councilman in Lindenwold, in a subsequent i.nter\ne.w with S.C.I.
special agents, told not only of abuses concerning ethical standards
but also of official corruption. He brought Wlth.hlm to the S8.C.L.%¢
office $5,000 he received, but never spent, as his sh.are of payoffs
made for votes favorable to land development projects.

* See New 4Jersey State Commission of Investigation, 1974 Annual Report, issued 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 subpeena and
witness immunity powers and its investigative and acecounting
background. At three days of public hearings in Trenton in
December, 1974, the Commission heard testimony support-d by
numerous exhibits that $198,500 had been paid by land developers
to Lindenwold public officials in return for favorable treatment and
cooperation of the Borough government, that a Borough official
and a county official had accepted substantial amounts of cash from

companies owning land subject to the officials’ regulation, and that .

Lindenwold public officials used strawmen to mask their purchases
of properties which were offered for sale by the Borough.

The public disclosure of what the Commission called “the
democratic process of local government operating ot its worst’’
sounded a warning to communitics throughout New Jersey. The
principal 8.C.I. recommendation stemming from. this hearing was
for enactment of tough conflict of interest law to apply unwiformly
on @ statewide basis to all county and mumicipal officials. Legisla-
tion meeting the 8.0.1.°s standards is pending in the Legislature.

The 8.C.I. referred the Lindenwold 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 trigl was scheduled to start. Former
Councilman Arthur W. Scheid was found guilty on three counts
and former Councilman Dominic Straniers was found gwilty on
two counts after their trial concluded October 5,1977.

19. LAND ACQUISITION BY MIDDLESEX COUNTY*

The Commission received a series of citizens’ complaints during
the Spring of 1975 about alleged overpayment by the Middlesex
County government for purchase of certain lands for park purposes
under the State’s Green Acres program. A preliminary inquiry
by the Commission indicated that overpayments had occurred and
that faulty real estate appraisals and insufficient review of those
appraisals by the County’s Land Acquisition Department and
by the State’s Green Acres wnit were at the root of the problem,
Accordingly, the Commission authorized a full-scale investigation

*See New Jersey State Commission of Investigation, 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 Trenton
in January, 1976.

This investigation, 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
parcels 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 account 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 political contributions from the appraisers doing
business with the County but also, according to the sworn testimony
of two of those appraisers, solizited 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
indicated serious deficiencies and confusion in the appraisal review
function of the State Green Acres program, which supplies match-
ing funds for county and local land purchases for park purposes.

As a result of the 8.C.I.’s exposures in this investigation, the
Administrator of the County’s Land Acquisition 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 S.C.I. 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 implem-nied
as a result of the inquiry. In addition, data from the S.C.I. investi-
gation was referred to prosecutorial authorities.

The Middlesex Grand Jury imvestigated the conduct of the
Middlesex: County 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 Administrator, ‘it does feel that
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his actions in that capacity indicated an insufficient 2

G r
ch]c of concern to perform his office in the %ﬁest i%teresgzi(; C;/ZZ
cztwen..s of Middlesex County.”” The Grand Jury also noted that
he solzczt.ed and collected political contributions from the same
people with whom he dealt as departmental administrator.

The Qrand Jury’s presentment noted that ““sin )
h};aarmgs of the State Qommission of Investigation in 5Z%Zh;ryp’t;gl;g
z‘ el Frcfekol_ders of Middlesex County have already taken sul;stcm-
i corrective actions.”’ Kowever, it urged n addition that the
oyﬁce} ’of Land qum’sition Adminstrator be “completely disassoci-
ated’’ from solicitation and collection of political contributions
cmdt also that ““all of the county officials who control the award of
Zlqn. ;‘acts be forbidden from soliciting contributions from in-

widuals over whom they have the power to award contracts.”’
The presentment also recommended that the post of departmmt. !
administrator be filled on a nonpartisan basis. e

20. PRE-PAROLE RELEASE IN THE PRISIONS*

. The Commission during 1974 and 1975 received complai

ing abgses of the pre-parole release programs of Npgxavm} (Sarasli;gs—
coqrectlona.l system. The programs, aimed at the worthy goal of
re-mtrpducmg Inmates to society, included furloughs, work releases
faduc.at.lon releases and community releases. Lengtl,ly preliminar ;
mquiries to evaluate the complaints indicated clearly to the Oomy-’
mission that the effectiveness and goals of the programs were beine
sub-ver.ted by gross misconduct attributable to weaknesses in ch
operation and supervision of the programs. :

Accordingly, the Commission by resolution in Sept

] , the nISS] ember, 1
a.l'lthorlzec_l a full' mvgst}gatlon. The probe extenged in?c? lg;g,
Wlf:,h pubhc. hearings being held during May and June of 1976,
Prineipal disclosures at the hearings included : .

* Falsification of furlough and other types of ap-

plications to gain premature entry into the release
programs.

® . 1] ‘

Estabhshment of favored status for some inmates
and a resulting system of bartering for favors, includ-
Ing monetary exchanges among inmates,

*See New Jersey State Commission of Investigation Eighth Annual Report,
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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 barter-for-favors system for the
transfer of inmates from one to another of the various
penal institutions.

As the Commission stated publicly, its probe and hearings were
aided substantially by Ann Klein, the former Commissioner of
Institutions and Agencies who is now Commissioner of Human
Services, and by Robert J. Mulcahy, 5d, the former Deputy Com-
missioner of Institutions who, as the first Commissioner of a new
State Department of Corrections, initiated major reforms of prison
furlough procedures. These changes included elimination of
mmate supervision of the furlough program and the prov .on of
funds for non-inmate conirol 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. investiga-
tion was a high-class, highly professional job. It was done in a
positive fashion. The effect was really to help the depariment
correct problems rather than simply expose them.’”’

In addition to these reforms that followed the Commission’s
inquiry mto 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

appropriate prosecuting authorities.

The Attorney General announced in January, 1977, the indici-
wment by the State Grand Jury of five former inmates of Leesburg
State Prison on charges of escape in comnection with alleged
froudulent obiaining of jurloughs from the prison. The then
Criminal Justice Division 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 system
to process forms, records and other paper work that enabled

wnmates to qualify for furloughs.

The State Grand Jury also indicted a since-dismissed 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. A4 glaring abuse involving the
ex-clerk was the utilization of a bogus court opinion to obiain a
substantial reduction im the prison sentence—and therefore the
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g;;;?:gﬁ;&:re ;‘elease—'qf one mmate, Patrick Pizguto, known to law
Ponss ZZS ;zout{zzomtze% as an unglerling of the late Anthony (Little
» & seashore wmob figure. This disclosur
sy, S ' . _ sctosure at th
ghC;J,.wZ Skizyb Zbei]l uleegtlto .th(;ze. ;m;n;dmte reimcarceration of Pz'zutze
4 Y warcted for murder and g ;
fraud charges. Om Dece oyt bant
aud. ges. scember 8, 1977, Superior ¢
Division dismissed as m (o ppedal from e rsi D ate
_ - 00t Pizuto’s appeal from his rei
e -
tton. Pizuto subsequently became aqn mformant for law ZZ;Z%Z.

7 w

21. Tar NEw JERSEY MEDICAID PROGRAM*

Stﬁl;}Dggznrllafsz i%i; 19;4IGovet1jnor Brendan T. Byrne requested the
2 oL Investigation to conduct an evaluat:
tNi'I;xZ { ](jzsl%y’s jystem Xf Medicaid reimbursement, XI‘:;I az,ltoih;f

) W8 NeW Jersey Attorney General’s office ’ i
Wwas probing the alleged interests of Dr. B announced.that .
Jersey nursing homebs Later, th o set g 5 aporeman in New
_ . at office set up a ial i
its Enforcement Bureau to do,al speci s ovbmina] sators

: g ] ecifically with criminal activit
and fraud in the area of reimburslean i omes and oS

‘ ( : nent to nursing homes and
providers, a unit which has obtained indict. o Tamar
1975, the Governor announced th o 1nc}10tments. ey,

. e formation of a cahi
committee to study the problems of Medicaj imburgoment b

) edicaid reimbur t for
nursing home care, That committee issued it Novembor
13, 1975, and certain recommendati 25 relating 1o er Ve ber

) ations relatine to
reimbursement reiterated suggestions initially tr,nadepi];? gg%yigots}f:

Jersey Legislature also created i
Yy ‘ & committee to examin sing
?gznfs 1;1; dJ. aléule\u"y of 1975, That committee, chaired by thelel ]Slclallllzl’cléi
y of Middlesex County, examined the quafity of care in

New Jersey nur ing s
Y sing homes receivine edicai 2
Medicaid reimpur
other aspects of the program. ° 1 re rsement and

or as under simultaneons i S e
Commission and various othe tos indinrosiigation by the
s : T agencies indicated both th
plexities of the various functions it;w 0 ¢ com-
. olved and th - ;
they were misused and abused at great pubﬁc c;)scgegree fo which

During the course of its py
. S probe, the Commissio
Governor on an update basis fr:)m time to timtf—f:zlf Oj]f)igai(i)ogﬁ

- .,
See New J ersey State Commission of Investigation 1975, 1976 and 1977 Annual Reports
61 ‘

ettt s b s e,

"

g

Jis



pattern 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 chronological charting of the
entire investigation shows the Commission took the following

public steps:

* Nursive Homes—An initial public report by the S.C.L on
April 8, 1975, exposed serious flaws in the rental and related phases
of New Jersey’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 profits to greedy entrepreneurs at heavy cost to taxpayers.

® (rivicarn LiasoraTories—A formal publie S.C.I. pronouncement
on April 23, 1975, detailed dangerously poor conditions and pro-
cedures in certain independent clinical laboratories 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.

® (Criwical LiaBoraToryEs*—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 S.C.I’s probe and recommendations in this vital area also
were followed by major reforms. The Medicaid manual regulating
independent clinical laboratories was drastically revised to bar
abusive activities 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.

¢ Nursing Homes**—The final S.C.I. dissection of nursing home
property cost reimbursement under Medicaid provisions em-
phasized so-called ‘‘money free’’ plucking by wunscrupulous
operators through facility selling-financing-leasing-back schemes
that excessively ballooned the value of the facilities. A two-day
public hearing in October, 1976, corroborated the gross abuses
revealed in the S.C.I.’s inquiries into the nursing home property
cost reimbursement system phase of its Medicaid inquiry.

* See New Jersey State Commission of Investigation, Annual Report for 1975,
*# See New Jersey State Commission of Investigation, Annual Report for 1976.
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* “Meprca Mmis”*—How some d i

. octors, dentists and pharma-
cists corrupted t.he. system was dramatized’ by the Comrrﬁssig:g?s
iaxpose of over-billing and over-utilization practices that bared a
oophole potential for far wider abuse of the Medicaid system.

o é\%m%lcim HOSPITALS*-‘"‘—'—Utﬂizing its staff of accountant-agents,
? C.Lteam made an in-depth assessment of the emerging
rate-regulating and Medicaid reimbursement process affectinz
fozplltals with substantial Medicaid in-patient care. This was donz
0 g lqrelm'me the adeguaey, if any, of fiscal controls by supervisory
Pt% 10£ agencles to insure the system’s efficiency, economy and
in egnty. Such' an unusually complex analysis of methods of
controlling hospital costs was vital because of the huge impact of
such costs on the Medicaid program, - paere

4 number of statutory and regulatory steps sen g
sponse to the revelations of abuses and emyploitgti;fzegye" ttkcfa]b;}z ezi?c;iii
System follgwmg——and cven during—the Commission’s investigg
tions, witerim reports and public hearings. These actions incluc‘lqe;
the Legislature’s enactment of & New Jersey Clinical Labbtator;’
Improvement Act, as well as a law MCTeAsing mamimum joenaltiej

bilki icai . i
g‘%?l’;m;.kmg the Medicaid program through overbilling and false

Many of the Commission’s recommendati
MM ations were expeditiousl
adopted by the Division of Medical Assistance and H ealfh AS?eZ"ZJzzng
as a result of the S.C.I1.°s clinical laboratory hearings.

The inflated fee schedule — which facili i ‘
ﬁnqncial fia.u%ucemeqzt type payments f:oof:llfstg;zej liz}zeorqgtwokgg %
.thew physician customers — was reduced 40 per cent. Langua
in ﬂze program laboratory manual was lightened to élearlg rge
seribe the practice by which small laboratories subcontraotecyi . 3‘-
ticular tests to large reference facilities and themn, in many instmfooc;s-
marked-up the cost by more than 300 ver cent and reaped wz’ndfali

profits at the tampayer’s ewpemse. The manual now ewplicitly

prohibits the breakdown of automated commponent-nor i

separate procedures and the submission ofpbz'lles%if %}ingcffdz?to
each to th(? end that a lab might receive between, $60 and $§0 f “
profile whz‘ch costs less tham $3.50 to perform. 4 computer( 8% sotr .
fqr analyzing and screewing group tests was developed TheJD o
swon took steps to insure that laborgtories fully identz’}"y the p?l;);:

See New Jersey State Commission of Investigation Annual Report for 1976

*# See Report of New Je t: issi igati
The Motonia Prew, a{n :‘sz};) r%,ag?g.onnmssxon of Investigation on Hospital Phase of
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cedures performed and for which payment s requested. In this
regard, a requirement was imposed upon Prudential (the fiscal
intermediary) that all claims be itemized in detail. Aggregate
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 whatever between laboratories and physician
customers.

The Division cured a glaring weakness by employing more staff
expertise n clinical 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 profiteering in Medicaid nursing home facilities
wm October, 1976, the Commission urged that Senate Bill 594, re-
quiring full public disclosure of those who have financial or other
business interest in nursing homes, be substantially strengthened
fo eliminate practices that siphoned health care dollars from
patients to speculators. This bill, which had passed in the Senate
on April 12, 1976, subsequently was amended on the Assembly floor
i accordance with the S.C.I.’s recommendations, according to a
spokesman for the Legislature’s Jownt Nursing Home Study Com-
miassion which drafted the original legislation. The revised measure
then cleared both the Assembly and the Senate in February and
April, 1977, and was signed into law by Governor Byrne on
September 29, 1977.

Additionally, subsequent to the issuance of its Final Report
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 accepted the Commission recom-
mendation, which will show a savings of as much as $6 million per
year, according to the Director of the Division of Medical Resist-
ance and Health Services.

Certain unusually alarming aspects of the Commission’s com-
plica’ew Medicaid inguiry, such as the clinical laboratory abuses

64

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 resulted in the ap-
pearance of Commission officials before the U.8. Senate Commitiee
on Aging and the U.S. House of Representatives Subcommitiee on
Oversight and Investigation. U.S. Senator Harrison A. Williams
of New Jersey, reporting his ‘“dismay’’ over the ‘““widespread
froud and abuse among clinical laboratories,”’ told the Senate in
remarks entered into the Congressional Record:

“With respect to the latter, I am pleased to note that the Aging
Committee gives great credit to the New Jersey Commission of
Investigation and to our New Jersey Department of Institutions
and Agencies (now Department of Human Services). The Legis-
lature and the Department responded with prompt implementation
of corrective measures.’’

22. ORGANIZED CRIME AND CASINO GAMBLING IN
ATtraNTIC 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 Commission 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 control and policing of casino
gambling.”” 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
effective control law that would ‘‘thwart the infiltration of casinos
and related services and suppliers by organized crime.”” Upon
passage of the Casino Gambling Control Aet, 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 Commission’s monitoring of
organized crime activities linked to the development of the new
gaming industry in Atlantic City had uncovered enough evidence

“*See New Jersey State Commission of Investigation Report on Casino Gamblin , April
13, 1977; also Ninth (1977) Annual Report; also the Commission’s Rep"ortgon I4)uhe
Incursion of Organized Crime into Certain Legitimate Businesses in Atlantic City,
January 12, 1978,
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of an actual intrusion of legitimate business to warrant public
hearings in keeping with the 8.C.I’s statutory ]_:nandate to alert
and inform the citizenry. The Commission’s inquiry hafi reveglpd,
as was later confirmed publicly, that organized erime—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 inadequate and only
casually enforced.

The Commission condueted four drftys of p}lblic hea.rings,. in
August, 1977, during which a succession of w:ltnesses, mcluchpg
organized crime figures, 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 Brumo, boss of the .Phllagielphla.-South
Jersey crime family, and cohorts of the Gra_mblno crime fa;mly of
the New York metropolitan area. Bruno himself was a witness.

These hearings disclosed:

~® Strong-arm expansion into the cigarette vending

business in. Atlantic City and vicinity by a mob-
controlled company, John’s Wholesale ‘D1str1butors
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 behmd an
alias while trying to enlist a reputable Philadelphia
businessman to ‘‘front’’ for the acquisition.

® The attempt of a crime figure known as “Mu.s‘-
tache Mike’* to muscle into a prospective Atlantic
City casino gambling school.

On January 12, 1978, the Commission submitted to Grqvernor
Byrne and the Legislature its ‘““Report and Recom_mendatl.ops 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 erime backgrounds for
licensure as cigarette vending agents of the state or as owners and
operators of ventures under jurisdiction of the Alsoholic Beverage
Control laws.

Based on the Commission’s recommendations, two bills were
sponsored by Senator Steven P. Perskie, D-Atlantic. One bill,
5-3008, was designed to strengthen the licensing requirements of
the State Division of Taxation for those imvolved in the cigarette
industry and the other, S-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 control of legitimate business.”
Senator Perskie’s bills were approved by the Senate in M ay, 1979,
but only S-3008, pertaining to the cigarette industry, passed in the
Assembly and was signed into law.*

23. PRIVATE SCHOOL ABUSES OF SPECIAL Ebpucartion
Funps##

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 J ersey’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 activities if not outright misconduct by some non-
public schools. Inquiries in the field were supplemented by in-depth
auditing 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
schools.

-* See Pp, 25-26 of this Annual Report.

** See New Jersey State Commission of Investigation Report on Misuse of Public Funds
* in the Operation of Non-public Schools for Handicapped Children, May 18, 1978,
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The Special Education program about which the Commission
was concerned is a critically signifienat part of New Jersey’s
overall effort to improve the lives and wminds of unfortunate chil-

dren. Most of these children (some attend special residential -

schools out-of-state) were enrolied in 125 non-public day schools
and 25 non-public residential schools throughout New J ersey. Such
schools were required to offer appropriate educational programs
for one or more of a dozen categorized handicaps—educable or
trainable mentally retarded, perceptually impaired, orthopedically
handicapped, neurologically impaired, visually handicapped, audi-
torially handicapped, communication handicapped, emotionally
disturbed, chronieally ill and multiply handicapped. While the
Commission’s inquiry concentrated on financial irregularities in
certain non-public day schools, it also touched on questionahle
operations in residential facilities.

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.L’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, inadewuate
record keeping and reporting requirements for participating
schools, and an inefficient rate-setting procedure.

In brief, the recommendations included :

BEstablishment of a more adequate 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-allowable
costs to eliminate diversion of public funds for non-educational
purposes; requirement of detailed reports to the state control
agency, including detailed expense budget ferecasts and itemized
actual cost reports; promulgation of tuition rates by June 15 based
or budget estimates adjusted by actual costs submitted by May 1;
oifsetting of a prior year’s excess revenues by the following year’s
reduced tuition rates, and, in general, establishment of rate-setting
procedures that would assure provision of adeguate services to
handicapped children for which the schools are being reimbursed
based on fair and reasonable rates conducive to continuing quality
programs, '
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Several bills focusing on problems bared by the Commission’s
mwestigation and hearings were introduced in the Legislature
during 1978, during the drafting and discussions of which the
Commission maintained contact with appropriate legislators and
legislative committee aides.

24, ABUSES AND IRREGULARITIES IN THE BoaArbping
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 facilities serving upwards of 40,000 people,
most of whom are elderly and disabled. These boarding facilities
were assigned to one of two categories—Ilicensed or “‘unlicensed.”’
The former group consisted of about 275 hoarding 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 bloc came under local jurisdiction.
Finally, an unknown number of facilities operated illegally, 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.

Of New Jersey’s total boarding home population, close to 10,000
resided in the homes licensed for sheltered care purposes by the
State Health Department. They lived in facilities that offered the
most personal care and supposedly were subject to the most
stringent standards. However, despite tighter controls than were
imposed on other boarding homes, some Health Department-
licensed facilities also were targets of harsh critiques during the
Commission’s public hearings.

The remaining 30,000 boarding home residents were found in
the so-called unlicensed establishments. Most of these places
provided only room and hoard and could not legally offer sheltered
care or other supervision. Since most of these boarding homes
were registered with the Community Affairs Department under

* See New Jersey State Commission of Investigation Report on Abuses and Irregulari-
ties in New Jersey's Roarding Home Industry, November, 1978,
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Jersey’s- Multiple Dwellings -Law, they were: subject to
i;;‘;q{lzist Zcrutiny bl;r state or local inspectors. Morevgver, 'imcg
these inspections were mandated by a law that was not ciief;fne
to provide guidelines for social services, they concentrateh only OE
structural factors relative to public heal‘ch,op safety. T s, s].n%ch
inspections ignored the overall adverse social climate in whic
many boarders found themselves.

] mission emphasized, its primary concern tl_uroughout
itsAifn%:tgg’:crilon and publi)ic hearings was for the Wfallb.emgof tthe
most vulnerable of the human beings.forced to subsist in a syshem
that offered no solutions to the special problems f;h.':}t n,lac_le them
easy prey for unscrupulous operators, The Commission’s mqulryi;
therefore, centered on a multitude of boarders who, becausde (;1
old age, blindness or other disabilities, were eligible for t'he Feder
Social Security Administration ’s.Supplemental Security Income
(SSI) benefits. Such SSI reciplent_s were not only numero;;}i
among residents of boarding homes licensed by _the _State .Hea F
Department but comprised many of those residing in unhcense
facilities. ' .

~ The overall target of the Commission’s i}lvesﬁga’.cion included
hundreds of boarding homes of Wide-rangl.ng quality a,nd size,
operating under various governmental entities, and subject to
disparate and conflicting laws and regulatl,on.s—_f-or no controls af
all. Many operators were untrained for their vtasks. and, all too
often, callous and greedy in the management of theu"homes and
the treatment of their boarders. The day-to-day operation 0':6 these
facilities was largely financed out of Supplemental Sequmty In-
come checks mailed to eligible recipients at th(; })oardmg_ home
where they supposedly (but often were not) residing,

. se of inadequate (and often the absence of).boa.rdmg home
acgf;f? beoo]i;s, reg?sters (and other records reflecting the flow of
revenues, costs and clients, the (?ormmssmnfs staff accountan'ts
had to reconstruct numerous financia} proﬁles in ordgx: tzo ascertain
the true extent of the mismanagement of the_se facilities and the
resultant abuses against boarders that such misconduct generated.
The facts exposed by such audits were confirmed and supplemenf;e_d
through field inquiries by the COmm1s§1on’s special .agents. '?{115
investigative team work revealed a wide gamut of 11;regula1~1§1_9s
and improprieties—the diversion of SSI checks from boarders' to
the personal use of operators, charging of. luxury cars, vq,ca,tlo.n
travel and other personal expenses as business costs, an inordi-
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nate use of cash in payment of boarding home bills without sup-
portive receipts, little 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-transfers that Improperly increased

~ the cash flow into licensed homes of bigger SST checks than war.
ranted, and the ‘serving .of cheap, substandard food even while
the operators netteq disproportionately large profits.

Due to the complexity of the isgues involved, the Commis-
sion was ob iged to extend its public hearin
week. In all, about 60 witnesses were questioned during the five
publie hearing days—Monday, June 26, through Friday, June 30,
1978. Close to 200 exhibits were introduced. ,

In a 260-page report issued in November, 1978, the Commission
listed a score of recommendations to resolve basic problems caus-

iI.lg‘ the most serious abuses in the boarding home industry. De-

The most important recommen
licensure and supervisory controls over boarding facilities. Since

the Commission felt that social services rather than health services
should be the primary concern, it broposed concentration of con.
trols in the Department of Human Services that were divided

among three departments~Health, Community Affairs and Human
Services.

The Commission noted that its proposal would center licensing
and monitoring obligations in g department which Possessed the
most expertise in the ares of social services. Moreover, the De.-
partment of Human Services, through its Division of Mental
Health ang Hospitals, controlled the flow of de-institutionalized

former mental patients frem hospitals to the community. Such
individuals made up most of th i

demanded special attention,

25. ABUSES oF NEw JERSEY’S ABSENTEE BarroT Law

This 8.C.I inquiry was reviewed at length in the Commission’s
10th Annual Report for 1978, which contained an abridgement of
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public hearings held.in December, 1978, a.nd'rect_)mmendations for
Statutory reforms. This investigation also is discussed on P. 27
and Pp. 31-32 of this Annual Report.

26. INCORRECT INJURY LEAVE PRACTICES

An interim report on tkis subject was issued .in January, 1914,
during the Commission’s investigation of.: guestlonable publie in-
surance procedures by governmental entities. References to this
report will be found on Pp. 23-24 of this Annual Report.

27. INADEQUATE SUDDEN DEATH INVESTIGATIONS

A separate public report to the Governor and the Legislature
was iSSl’?led on this subjeet in November, 1979. Further references
to this inquiry are at Pp. 24-25 of this Annual Report.

28. QUESTIONABLE PUBLIC INSURANCE PRACTICES BY
GOVERNMENTAL ENTITIES

A three-day public hearing on governmental public insqra,nce
procedures was held in June, 1979. A 367-page report was issued
by the Commission on problems and abuses in this field in 1980.
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ArpENDIX II

8.C.I. STATUTE

New Jersey Statutes Annotated 52:9M-1, Bt Seq
L. 1968, C. 266, as amended by L. 1969, C. 67,
L. 1970, C. 268, L. 1973, C. 238, and L. 1979, C. 254.

52:9M-1. Creation; members; appointment; chairman; 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.

Tvo members of the Commission shall be appointed by the
Governor. One each shall be appointed by the President of the
Senate and hy the Speaker of the General Assembly. Each member
shall serve for a term of . years and until the appointment and
qualification of his successor. The wovernor 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.

Each member of the Commission shall receive an annual salary
of $15,000.00 until January 1, 1980, when each member of the
Commission shall receive an annual salary of $18,000.00. HEach
member shall also be entitled to reimbursement for his expenses
actually and necessarily incurred in the performance of his duties,
including expenses of travel outside of the State. '

Vacancies in the Commission shall be filled for the unexpired
term in the same manner as original appointments. Vacanecies in
the Commission shall be filled by the appropriate appointing au-
thority within -90 days. If the appropriate appointing authority
does not fill a vacaney within that time period, the vacancy 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 vacaney.

Notwithstanding the provisions of section 1 of this act (C.
52:9M-1) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term tor which they were
originally appointed, the terms of the members appointed after
December 1, 1978 shall be as fuilows: the firot 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, 24 months. Thereafter, the terms of the mem-
bers shall be as provided in P.L. 1968, C. 266, S. 1 (C. 52:9M-1).

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

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

_ b. The conduet of public officers and public employees, and of
officers and employees of public corporations and authorities;

- e. Any matter concerning the public peace, pubhc safety and
pubhe ;]ustlce

. 52: 91][ 3 Addztzonal dutzes At the dnectlon of the Governor or
by concurrent resolution of the Legislature the Commission shail
conduct investigations ond otherwise assist in connection with:

* a. The removal of public officers by the Governor;

. b. The making of recommendations by the Governor to any other
person or body, with respect to the removal of public officers;

¢. The making of recommendations by the Governor to the Leg-
islature with respect to changes in or additicns to existing pro-

visions of law requn'ed for the more effectwe enfor(ﬂment of
the law; :

4
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- d. The Legislature’s consideration of changes in or additions to
existing provisions of law required for the more effective adminis-
tration‘ and enforcement of the law.

52: 9M—4 Investigation of management or affairs of state deymrt-
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; authorlty 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. agency;
provided, however, that 1f the Commission determines that the
requests for investigations from the Legislature, the Governor or
the head of any department, board, bureau, commission, authomty
or other agency created by the State, or to which the State is a
party, exceed the Commission’s eapacity to perform such investi-
gations, they may, by resolutlon, 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 ai’horizing 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 ha.
been scheduled. The President and the Speaker shall, after review-
ing the. subject matter of the hearing, refer such notice to the
appropriate standing committee of each House. -

:The Commission shall, within 60-days of holding a pubhc hear-
1ng, advise the Govelnor and the Legislature of any recommenda-
tions for administrative or Leglslatlve action Whlch they have
developed as a result of the public hea,rmg '

" Prior to making any reeommendatlons concernmg 2 bill or reso-
lution pending in either House of the Legislature, the Commission
shall advise the sponsor of such bill or resolution and the chalrman
of any standing Legislative Committee to which such bill or Teso-
lution has been referl ed of such recommendations. ‘

Commencmg in 1982 and every 4 years.thereafter, at the :ﬁ1st
annual session of a 2-year Legislature, within 30 days after the
organization of the Legislature, a joint committee shall be estab-
lished to review the activities of the State Commission of Tnvesti-
tion:for the purpose of :(a) determining whether or not P.L.:1968,
€266, C. 52:9M-1 et seq.) should be reper ‘ed, br-modified, and- (b)
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reporting thereon to the Legislature within 6 months unless the
time for reporting is otherwise extended by statute. The joint
committee shall be composed of seven members, two members to
be appointed by the President of the Senate, no more than one of
whom is to be of the same political party, two members to be
appointed by the Speaker of the General Assembly, no more than
one of whom is to be of the same political party, and three members
to be appointed by the Governor, no more than two of whom shall
be of the same political party.

No person may be required to appear at a hearing or to testify
at a hearing unless there has been personally served upon him
prior to the time when he is required to appear, a copy of P. L.
1968, C. 266 as amended and supplemented, and a general state-
ment of the subject of the 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 therefor
by the person summoned. :

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

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

A witness who testifies at any hearing shall have the right at
the conclusion of his examination to file a brief sworn statement
relevant to his testimony for incorporation in the record.

The Commission shall notify any person whose name the Com-

mission believes will be mentioned at a public hearing. Any person
76

:Whosg name is mentioned or will be mentioned or who is specifically
1de11t1ﬁed‘ and who helieves that testimony or other evidence given
at' a publie hearing or comment made by any member of the Com-
mission or its counsel at such a hearing tends to defame him or
o.therw_lse a_dversely affect his reputation shall have the right,
e;1ther in prnrate or in public or both at a reasonably convenient
time to be set by the Commission, to appear personally before the
Com:tmsmqn, 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.

'quthing in this section shall be construed to prevent the Com-
mission from granting to witnesses appearing before it, or to
persons who eclaim to be adversely affected by testimony or other
evidence adduced before it, such further rights and pr{vile-mes as
it may determine. )

52:9M-5. Cooperation with law enforcement officials. Upon re-
1quest of the Attorney. General, a county prosecutor or any other
law enforcement official, the Commission shall cooperate with,

advise and assist them in the performance of 1} eir official powers
and duties.

82:9M-6. Cooperation with Federal Government. The Commis-
sion shall cooperate with departments and officers of the United

States Government in the investigation of violations of the Federal
Laws within this State. ”

52:9M-7. Ezamination into law enforcement affecting other
states. The Comnmission shall examine into matters relating to law
enforcement extending across the boundaries of the State into
other states; and may consult and exchange information with
officers and agencies of other states with respect 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 infor-
mation or evidsnce of a reasonable possibility of eriminal wrong-
doing, or it shall appear to the Commission that there is cause for
the prosecution for a crime, or for the removal of a public officer
for misconduct, the information or evidence of such crime or mis-
conduct shall be called to the attention of the Attorney General
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by majority vote, and no publie hearing shall be held by the Com-
mission until after the Attorney General and the appropriate
county prosecutor or prosecutors shall have heen given at least
7 days written notice of the Commission’s intention fo. 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 a 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; ‘

d. Unless otherwise instructed 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 ot make publie 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. ‘ S

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

52:9M-13. Powers amd duties unaffected. Nothing contained in
Sections 2 through 12 of this act [chapter] shall be construed to
supersede, repeal or limit any power, duty or function of the
Governor or any départment or agency of the State,: or any
political subdivision. thereof, as prescribed. 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, authority 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 performance of

its duties.

52:9M-15. Disclosure forbidden; statements absolutely privi-
leged. a. Any person conducting or participating in any examina-
tion or investigation who shall disclose or any person who, 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 crime of the third degree. Any
member or employee of the Commission who shall violate this
section shall be dismissed from his office or discharged from his

employment.
"~ b. Any statement made by a member of the Commission or an

employee thereof relevant to any proceeding before or investiga-
tive activities of the Commission shall be absolutely privileged and

such privilege shall be a complete defense to any ac.ion for libel

or slander.

c. 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-
ture, or to a standing reference committee thereof, pursuant to &
resolution duly adopted by a standing reference committee or pur-
suant to a duly authorized subpoena or subpoena duces tecurn,
provided, however, that nothing herein shall be deemed to preclude
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ing or trial against him for such perjury, or upon any investiga-
tion, 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.

+.e. 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 incarcerated 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
may seek the release of a witness for good cause on appropriate
motion to the Superior Court; and (3) nothing contained herein
shall be deemed to limit any of the vested constitutional rights of
any witness before the Commission.

"Any person who shall willfully vefuse 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 act to
which this act is a supplement P. L. 1968, C. 266 (C. 52:9M-1 et seq.)
is guilty of a high misdemeanor until September 1, 1979, when such
person shall be guilty of a crime of the second degree. Notwith-
standing any other provision of law, no person imprisoned pursu-
ant to this seetion shall he eligible for parole or reconsideration
of sentence upon a showing that after imposition of the sentence
he testified or furnished the required evidence at a time wl sn the
Commission’s needs were substantially met. Action against such
person shall ensue upon a complaint signed by the chairman upon
resolution of the Commission. Such complaint shall be referred for
prosecution to the Attorney General.

The trial of a defendant for an indictment made pursuant to this
act shall be stayed pending the disposition of any review on appeal
of the Commission’s order to testify and the indictment shall be
dismissed if the order to testify is set aside on appeal or if, within
30 days after the order to testify is sustained on appeal, tha
defendant notifies the Commission that he will comply with the

order and does so promptly upon being afforded an opportunity to

do so.

Any period of incarceration for contempt of an order of the
Commission shall be credited against any period of imprisonment
to which a defendant is sentenced pursuant to subsection a. of this
section,
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_52:9M-18. Severability; effect of partial mvalidity. Tf any sec-
tion, clause or portion of this act [chapter] shall be uneconstity-
tional or be ineffective in whole or in part, to the extent that it
1s not unconstitutional or ineffective it shall be valid and effective
and no other section, clanse or provision shall on account thereof
be deemed invalid or ineffective.

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

52:911 ..0. This act shall take effect immediately and remain in
effect until December 31, 1984.
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