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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 as
commissioners. Two members of the Commis-
sion shall be appointed by the Governor. One
sach shall be appointed by the President of
the Sencte 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 designote one of theé members to serve .

as Chairmon of the. Commission,

The members of the Commission. appointed
by the President of the Senate and the Speaker
of the General Assembly and ot least one of
the members appointed by the Governor shall
be ottorneys odmitted 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 beleng to the same political |

party . ..*
" * Excerpf from S.C., Law

THE COMMISSION

o Origin and Scope
_° Biographies .







ORIGIN AND SCOPE OF THE ‘COMMISS]ON-

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

- The New Jersey State Commission of Investigation (8.C.1.) was
an outgrowth of extensive research and public hearings conducted
in 1968 by the Joint Legislative Committee to Study Crime and
the System of Criminal Justice in New Jersey. That Committee
was under direction from the Legislature to find ways to correct
~ what was & serious and 1ntens1fy1ng crime problem in New Jersey,

Indeed, by the late 1960s New J ersey had the mattractive i image
of being a corrupt haven for flourishing organized erime opera-
tions. William F. Hyland, who was Attorney General from 1974
1978, vividly recalled that unfortunate era in testimony before the
Grovernor’s Committee to Evaluate the 8.C.I. He said in part:

L our state qulckly developed a national reputa-
tmn 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 aecepted faet that seriously under- . .-
mined eonﬁdence in state law enforecement.”’

The Joint Legislative Committee in its report issned in the
Spring of 1968 found that a erisis in erime control did exist in
New Jersey. The Committee attributed the expanding activiiies
of organized crime fo ¢‘failure to some considerable degree in the
system itself, official eorruption, or both’’ and offered a series of
sweeping 1ec0mmendat10ns for improving various areas of the
criminal justice system in the state. .

The two highest pr mnty recommendations were for a new State
Criminal Justice unif in the executive branch of state government

and an independent State Commission of Investigation, pattérned -
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after the New York State Commission of Investigation, now in its
24th year of probing crime, official corruption and other govern-
mental abuses. .

" The Committee envisioned -the proposed - Criminal Justice unit
and the Commission of Investigation as eomplementary ageneies
in the fight against erime and corruption. The Criminal Justice
unit wsas, to be a large organization with extensive manpower
and authorltv to coordinate and ¢onduct eriminal investigations
and prosecutions throughout the state. The Commission of Investi-
gation was.to be a relatively small bt expert body which would
conduct fact—ﬁndmg investigations, bring the facts to the publie’s
attention, and make recommendations to” the Governor and the
Leglelatme for improvements: in laws and the operatmns -of

government Ca .

‘The Joint. Le islative Commlttee s recommendatlons prompted
zmmedlate eupportwe 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
Investigation™ which is structured as a commission -of the Liegis-
lature. The new laws were demgned to prevent any conflict between
the functions of this purely mveatlgatwe fact-finding Commission
and the prosecutorial authorities of the state. The latter have the
recponﬂb;hty of pressing indictments and other charges of v1ola-
tions of law and bringing the wrongdoers to pumshment 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:C.I. was emphasized anew by
the Governor’s Committée to Evaluate the -S: C.L**, which con-
ducted in 1975 a eomprehenswe and impartial analysis of the Com-
mission’s recotrd aiid fanetion. The Committée’s membersconsisted

"'The b111 cregtmg the Neiv Jersey ‘State’ Comrmssmn of Investigatlon 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 imifial term beginhing
“ January 1, '1969, and ending December 31, 1974. It is. cited-as Public: Law,: 1965 :
- Chapter 266, N. J.S. A. 52:9M-1 et seq. The Legislature on November. 12, 1973; com-~
" pleted enzctment of a bill, cited as Public Law, 1973, Chapter 238, which renewed the
¢ Commission for snother term. ending December 31,1979, . A bill: granting the S:CT,
-gn éxtensionof ifs tenure for another five years until December 31, 1984, gained. final
approvaj by the Legistature and the Governor in December 1979 The fuil tcct of
Chapter 254, L. 1979, appears in Appendix IT on-P. 95.
** The Governor’s Committee to Evaluate the 5.C.I. was created in April, 1975, by execit-
* tive order of the Governor after the introduction in the Senate of a bill to terminate
C M thes S.CL ‘touched’ off a backlash: of publlc crltlc:srn Thé measure -wa. subsequently

withdrawn

T a Do Turasie sae D
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" of the late Chief Justice J oseph Weintraub of the New J efsey '
Supreme Court, former Associate Justice Nathan L. Jacobs of that

same Court, and former Judge Edward F Broderick of the New o

 Jersey Superior Court.

That Committee in its October 6, 1975, pubhc report reJected .
. surmmnarily any suggestion that the S C.L duphcates work of other
- agencies, Indeed, the Committee said the record. demonstrated
convineingly that the Commission performs a valuable function
and that there is continuing need for the S.C.1.%s contrlbutlons to
‘both the legislative process and the executive branch.

The Committee concluded that it saw no hkehhood that the need

for the S.C.I will abate, and recommended amendment of the -

S.C.L’s statute to make the Commission a permanent rather than =
a temporary agency. In support of this statement, the Committee
dec]ared : S

“«Our evaluation of the work of the S.C.L. convinces - -
us that the ageney has performed a very valuable
function ... The current public skepticism of govern- -
ment performance emphasizes the continuing need for -
a credible agency to delve into the problems that -

plague our institutions, an agency which can provide
truthfnl information and sound recommendations. -
There must be constant public awareness if we are to
retain’ a healthy and vibrant system of government.
Indeed we see no hkehhood that the need for the
8.01 will abate , .

To insure the 1ntegr1ty and impartiality of the Cominission, no
more than two of the four Commissioners may be of the same
political party. Two Commissioners are appointed by the Governor

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

~ the Assembly. It thus may be said the Commission by law is
b1partlsan and by concern and action is nonpartisan.

The paramount ctatutory reqponmblhtles vested in the Com--
-misgion are set forth 111 Qection 2 of its statute. -This sectlon

_provides:

2...The Commission. s,hall have the duty -and-power

to conduct investigations in connection with: = .



( a) The faithful execution and effective enforce-
ment of the laws of the state, with partlcular_
. referénce but not limited to orgamzed crmne -
and racketeering. SR

“{(b) The conduct "of public oﬁicers and pubhc:
~ employees, and of officers and er_nploye_es of
.. publie corporations and authorities b L

( c) Any matter concerning the publie peace, pub-- o
lie safety and pubhc justice.” i -
The statute prowdes further that the Commission shall conduct

investigations by direction.of the Governor and by:concurrent
resolution of the Legislature. The Commission also shall conduet

* investigations of the affairs of any state department or. agency at

the request of the bead of a department or agency,. . .

Thus, the enabling statute assigned to the Commission; as an
investigative, fact-finding body,* a wide range of responsibilities.

- Itis hlghly mobﬂe Tay compel testimony and productlon of other

evidence by subpcena and bag authority to:‘grant 1mmun1ty to
witnesses.” Althiough the Commission ‘does not have and: cannot
exercise any prosecutorial functions, the statute does provide for
the Comm1ss1on to- refer 1nf0rmat1cn to prosecutorlal author1t1es

One of the Comimission’s prune respon31b111t1es When it uncovers
irregularities, improprieties, misconduct or corruptmn, is to bring
the facts to the attention of the public.. The objective is to insure

corrective action. The importance of public exposure was put most -

sueeinetly by a New York Times analysis of the nature. of such &
Commission:
~ Somé people would put the 'Whole business in the’ -
- lap of a Distriet Attorney (proseeutor), 'argumg that -~
= rif he does not brmg 1ndmtments, there is not muchi S
o the people ‘can do L . B

But thls ‘misses the prunary purpose of the State ,
Investigation Commission. It is not to probe outrlght- o
;057 eriminal aets by those in publie employment. Thaf is - :
- the job of the regular investigation arms. of the law

¥Asg a legrslatwe, investigative agency, the S.CI. is not unique, since mvestlgatwe
agencies of the legislative branch of government are almost as old as the Republie,
The first full-ledged Congressional investigating committes ‘was established ‘in 1792 to .
. "inguire into the causes of -the failure of the last expedltmn of Major General St -
Clair.” {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 perfmmanee of duty by public
employees. -
Is sheer non-eriminality 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 laxﬂ:y,
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 subjeet in
each instance to a formal determination by the Commission which

. takes into consideration factors of complexity of subject matter

and of coneiseness, accuracy and thoroughness in presentation of
the facts. The Oommlssmn may proceed by way of a pubhc hearmg
or a publie report, or both, _
In the course of its conduect, 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 Judiciary by inferpreta-
tion have provided for wiftnesses called at private and publie
hearings and for individuals mentioned in the Commission’s publie
proceedings. Such procedural obligations include a requirement
that any individual who feels adversely affeeted by the testi-
mony or other evidence presented in a public action by the’
Commission shall be afforded an opportunity to make a state-
ment under oath relevant to the testimony or other evidence com-
plained of. The statements, sebject 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 evalnates investigative data in private in
" keeping with its obligation o avoid unnecessary stigma and em-
bharrassment to individuals but, at the same time, to fulfill its
statutory obligation to keep the public informed with specifies
‘necessary to give credibility to the S.C.L’s ﬁndmgs and recom-.
mendations.
~ The Commission emphasizes that 1ndlctments which may result
from referral of matters to other agencies are not the only test of
the efficaecy of its public actions. ILven more important are the cor-
rective legislative and regulatory actions spurred by arousing
public and legislative interest. ‘The Commission takes particular

~“pride in all snch actions which have resulted in improved govem-

mental operations and laws.
5



MEMBERS OF THE COMMISSION

The Oomm1ssmn’s actwl ies hav been under the leadershlp of
Arthur 8. 'Lane since February, 1979, when he was*désighated as
Chairman by thén.Goverdior: Bréndan T. Byrne after: h1s appoint-
ment to a second term as Commissiorer. The other Commissioners
are-John-J. Francis; Jri; Henry S, Patterson, IT;; and- Robert J.
Del Tufo, who: suceeeded Comm1ss1oner Lems Kaden m-*March

mission in May, 1977, by the Speaker of the General Assembly""a
post then held by Senator William J. Hamilton of Middlesex, He
was Teappointed 'to’ the ‘Commission’by’ Senate’ Pres1dent J oseph
P: Merlino of* Mercer. ‘As -Chairman, he succeeded " J oseph H.
Rodriguez of Cherry Hill; who had been ‘Chairman ‘since 1973.
A'former state and’ federal Judge Mr. Lane has been a. inember ‘of
the Princeton. law firm of Smiith, Stratton, Wise'and Heher since
his Tetirement in“1976 as vice pre:31dent and. general counsel for
Johnson and J ohnson ‘of New Brunswick, ‘A graduate of Princeton
Umvers1ty, lie was admitted to the New Jersey Bar in 1939 after
gaining his law"degree at Harvard Tiaw Schodl.” He served in the
Navy during’ World War II. He becarne assistant Mercer County
prosecutor in 1947, ‘Mereer County judge in'1956 and U. S. ‘District
Court judge in- 1960 by appointment-of the late President Fisen-
hower.  Mr. Lane is Chalrman of the Natmnal Councﬂ on C‘rlme
and Delmquenc‘ ol I

Mr Franc1s of Bedmmster s a partner in the Newark and
Mornstown law firm of Shanley and Fisher. From 1961-to’ 1963
he was an assistant U. 8, attorney and from 1963 to 1965 he was'an -
assistant Fssex.County. prosecutor. . A graduate of Williams
College and the: Umvers1ty of Pennsy]vama Law School, he was
admitted to the New Jersey State Bar in 1960, - Mr. Francls, 46,
is the son of former Associate Justice John J. Francis of the New
Jersey Supreme Court. He is a Fellow of the American’ College of
Trial Lawyers and, of the American Bar Foundation.:He i ig Chajr-
man of the Board of the Hospital Center of the Oranges and has
alsoserved as the President of the Village of South Orange. He'was
appointed to the Commission in February, 1979, by Christopher.J,
Jackman, then Speaker of the General Assembly of New Jersey.
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Mr. Patterson, of Princeton, is president and a director of the -
Elizabethtown Water Co., chairman of the board of the First
© National Bank of Princeton and a director of the Mount Holly
Water Co. and of United Jersey Banks. He is past president and -

continuing director of the National Association of Water Com-. . -

panies, member of the American Water Works “Association and

~past president of the New Jersey Utilities Association. He is a -

former mayor of Princeton Borough and past president of the
Middlesex-Somersei-Mercer Regional Study Council. He was
graduated from Princeton University and served during World -
War IT in the U.S. Army. e received his discharge as a first
lieutenant in 1946. e was appointed to the Commission in Febru-
ary, 1979 by Governor Bvlne and has heen 1eapp01nt9d to a new

. three-year term

Mr. Del Tufo who was Umted States Attorney for- New J ersey
from 1977 to ]980 , Was appointed to the Commission in March, 1981,
by Governor Byrne as Commissioner Kaden’s successor. He was re-
appointed by the Governor.in December, 1981, to a full three-year

“term. A resident of Morristown, he is a member of the law firm of

Stryker, Tams and Dill of New ark and Morristown. Prior to becom-.
ing the United States Attorney, he served as First Assistant Af-

torney General for the State of New Jersey from 1974 to 1977..

During a portion of this period (1976.77) he also served as the
Director of the Division of Criminal Justice in the Attorney
General’s Department of Law and Public Safety. His previous -
government service included Assistant Prosecutor (1963-65)
_ and First Assistant Prosecutor (1965-67) of Morris County and
a member of the New Jersey Board of Bar Examiners (1967-74).
Mr. Del Tufo, 47, was graduated from Prineceton University in
1955 and from Yale Law School in 1958. He was admitted to
the New Jersey Bar in 1959 and, after serving as law secretary
to Chief Justice Joseph Weintr aub of New Jersey Supreme Court,-
engaged in the general practice of law for 13 vears pI‘lOI‘ to _
his designation as First Assistant Attorney General. He is a
fellow: of the American Bar Foundation, a professor at the Rut-

gers University School of Criminal Justice, a member of the

Former United States Attorneys Association and the National
District Attorneys Association and a member of the Amerman,'

"~ New Jersey State and Morris County Bar Associations. He alsois - i

. a member of the Board of Trustees of Newark Academy and of the o
' Boald of Regents of St. Peter’s College. . :







52:5M-2. The Commission shall have the duty.
and power to conduct investigations in con-
nection with: _
. The faithful execution and effective
enforcement of the laws of the state, with

porticular reference but not limited to or-
ganized crime and rocketeering . . .*

| . o _ * Excerpt from S.C.I. Law..
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ORGANIZED CRIME PROGRAM

LABOR RELATIONS PPOFITE ERING By
ORGANIZED CrimE IN Housing CoNsTRUCTION

1. General Introduction

The Commission on December 12 1979, adoPted a Iesolut ion au-
thonzmg an investigation into: Co '

Wheiher the laws of the State of New Jersey are
being faithfully executed and effectively enforced
with particular reference to the infiltration of or-
ganized crime into the construction of residential and

- commercial projects in the State of New Jersey; and
whether, and to what extent, unions involved in the
construction of said projects have been infiltrated or
affected by organized crime.

The Commission acted after its staff evaluated reports of pos-
gible organized erime activities in the hand]ing of labor relations
at certain housing plo]'eets The S.C.L’s subsequent investigation
demonstrated tLat such incursion into the recruitment of ]abor
and contractors at these projeects did oceur and was largely attribu-
table to an organized crime network of labor agents that originated
‘in the era of mass housing construction after World War II. The
activities of these aﬁents coincided with the emergence of huge
‘housing deve]opments as an economiecally feasible response to the
post~wa1 housing shortage in the New York-New J ersey regiom.
The prospect of substant1al profits from a large-scale easing of an
urgent social problem was appropriately attl active to financially
resourceful builders—a profit potential that also stimulated the
typical greed of organized crime elements for a share of the pot.
Further, the promise of expanded emplecyment appealed to labor
-unions with both a direct and indirect stake in the prosperity of
the construction industry— a promise that organized erime mem-
bers and associates with ties {o ecertain unions typieally con-
verted into a profiteering opportunity. This exploitation wasg
engineered by so-called labor relations consultants who for almost

two decades were controlled by the Brooklyn-based organized



crime family of Carlo Gambmo, now deceased. As mass housing
construction accelerated, New Jersey began to attract numerous
developers whose success depended on preventing multi-million-
dollar construction hudgets from being crushed by unexpected
costs. At the same time trade union workers and leaders, stirred
by the publicity about these projects’ job opportunities, soon tested
New Jersey’s long tradition of open shop or nonunion employment
in the residential construction field. As a result of inereased resi-
dential construction in New Jersey, labor eonsultants beholden fo
another organized crime family, that of the New Jersey-based
Simone Rizzo (Sam the Plumber) DeCavalcante, became active
* during the late 1960s and early 1970s. Despite considerable public
exposure by the press and by federal and state investigations and
‘prosecutions, particularly between 1973 and 1978, organized erime-
_ influenced labor consultants maintained a contmmty of labor rela—
tions profiteering for at least 30 years. '

Although mob-influenced labor consultancy was evident at some
housing projects in 1979 and 1980, the praetice has since declined., -
This decline has been attributed to both a curtailment of residen-
tial construction caused by the recession and to the S.C.L’s investi-
gation. Nonetheless, becanse of the virulence of labor agentry’s
organized crime heritage, the Commission is convinced that the
practice may only be temporarily muted and that the threat of a
resﬁrgence persists The Commission will continue its surveillance
. in this area and, in the meantime, submits this report of 1ts findings

as background f01 approprlate legislative reforms. :

1L O%gam'zéd Crime in Labor Relations

INTRODUCTION

During the past 30 years various organized crime-associated
individuals were active in labor relations consultancy at housing
-projects. Because of periodie but interrelated transitions from
one consultancy to another, the Commission decided that a chrono-
- logical narrative would best serve the informational and educa-
tional purposes of this review. For further clarity, the chronology
ig divided into two parts—Part I dealing with activities of consult-
ants beholden to the Gambino organized crime family during the
1950s and 1960s and Part 2 focusing on DeCavaleante organized
crime family influences from 1969 to the present. - ‘
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PART I—GAMBINO CrRiME FAMILY CONSULTANTS'

At the outset, as noted Carlo Gambno, who 1uled an army of
organized crime family Under?mgs in the New York metropolitan:
area, was the behind-the-seenes kingpin of labor relations profiteer-
ing al mass housing sites, Two Gambino associates appear first
in this report—Henry (Harry the Horse) Saltzstein and Anthony
Palimeri, who used the alias of Tony Grande.

Saltzstein, whose criminal record included. conwctmns for
burglary and bookmaking and indictments for forgery and grand
larceny, became active as a labor relations profiteer in the early
1950s. By 1952 he had become a labor agent for Levitt & Sons, Ine.,

the nation’s first producer of huge single-family housing tracts,

ostensibly to shield the Levitt projects from labor union disrup- .
tions. In 1954, when Salizstein incorporated the firm of SGS
Associates in New York, Levitt continued its relationship with
Saltzstein through SGS. - .

- That SGS Associates was merely a corporate facade for orga- ,
nized crime’s labor relations profiteering was demonstrated by the

inclusion of Gambino as a listed pariner within eight months after .~ -

its incorporation. Despite its Gambino affiliation, SGS survived -

numerous legislative or eriminal investigations until April, 1965, - |

when the New York Times exposed its labor relations connections
with a prominent real estate company, several metropohtan hospi- -
tals, a number of national brand-name purveyors of men’s clothing,
an ups*ate New York resort hotel, as well as with Levitt, “most of
" whose massive building operatmns have been with nonunion labor ”
The New York Times artmle also noted in part: '

“William Levitt, the builder, said through a spokes-'
man: ‘We Zearned about @ month ago that the ‘@ m
the firm name was Corlo Gambino. We have since .
been informed that Mr. Gambino will sever hzs Tela,-

. lionship in the very near future.

“My. Levitt, one of the best paying customers of
S.G.8., has been dealing with Saltzstein since 1952 and
reportedly is paying $7,000 a month. Mr. Levitt once
said in an wnterview: ‘I'm not aganst unions. I just
2

- think we can build houses faster without them.

Saltﬁstein qui.c]dy announced that SGS Associates had been -
-dissolved as of April 30, 1965, “because the bad publicity wasn’t

,,,,,, good-for-our business:2--He-told-The-Times tha.t he-alone would
continue. SG8’s- business acuv1t1es
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Tony Grande, who long had been associated with Saltzstein. as
a-Gambino mob contaet, remained Saltzstein’s pipeline to.Gambino
after the organized crime boss withdrew from SGS.: During an
interview by 8.C.IL agenis, Grande recalled a- friendship with
Gambino that dated back to the days when he taught Gambino to:
speak English. Although Grande denied knowing Gambino as a
member of orgamzed crime and sald he himself knew nothing
about organized erime, “made men” or the “syndicate,” such state-
ments were belied by the FBI’s tape recordmg of DeCavalcante’s .
conversations in 1964 and 1965 which include references to Grande
as a Gambino henchman. Grande also denied to the S.C.I. any con-
nection with SGS. However, the Commission was advised by’
various law enforcement authorities that Grande frequently dis-
cussed SGS contracts with Gambino and was observed at the SGS -
office and at meetings with Gambino and Saltzstein. Grande-

eventually took over Saltzstein’s labor consultancy accounts after -

Saltzstein became ill and retired in the late 1960s. By 1970 Grande
had become part of a new labor relations ecompany, Lab-Rel Con--
sultants, Ine. This company was formed by a Monmouth County
plumber, Ed Lubrano, to cloak his association with Gambino’s
trusted friend Grande. Lubrano. later became an 1nforma11t for.‘
law enforcement agenmes, 1nclud1ng the 8. C | -

Levztt c@ Sons (19508—19708 )

.. Ernest Hurwitz of Montcleur, a Levitt employee. from 1962 to.
1967, became the company’s New York-New Jersey regional man- .
ager in 1964, Despite his rise to an important executive post with -
this mass ‘housing builder, Hurwitz during his testimony at the

S.C.L could not reeall when or how he came to know that Saltzstein .
and SGS were employed by Levitt. He claimed he never digcussed

labor problems with Saltzstein and that his only meetings with him
were of a casual nature, “like in the hallway or something.” Even
Hurwitz’s under stardmcr of Saltzstein’s funotlons, he test1ﬁed was
an assumptlon based on hearsay: S

“Q. Do you know—could you tell us why it was thatf '
Levitt hired Saltzstein as a labor relations consultant?

A, Well, I would only assume that because Levitt"
hired a tremendous amount of manpower through con-

" tractors. These were—those men were ‘very susecep-
_--tiblé to-becoming unrionized and Levitt’s contractors =
- - worked these men on a piecework basis, and I think =~ .

years before when they: were building  Levittown, ;.7 -
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Pennsylvania, that there had been some picket lines
set’ up. I don’t know if Saltzstein was part of the
firm at that time, but there was some kind of a
. problem during sales or something like that and tha.t’
Just hearsay

Hurwitz at one point in his 8. CI testlmony remembered that
he onee asked Saltzstein about his labor relations Work but was
rebuffed:

Q. Do you know how -it was that _Saltzsteifn was able
to keep the projects nonunion? Do you know what he
did in order to maintain it nonunion?

- A. No, 1o. I had no knowledge, and I had asked
him, but he said that was his business.

Althoufrh Hurwitz indicated he did not know how long Levitt
used labor relations consultants after he left the company in 1967,
the Commission learned that the practice continued at least untll

-1971. One witness, plumber Ed Lubrano, recalled that by 1969, - -

after Saltzstein retired, he had started Lab-Rel Consultants in _
partnership with Saltzstein’s associate Grande and that TL.ab-Rel -
acquired Saltzstein’s labor relations accounts, including Levitt.
The Commission confirmed that Levitt paid Lab-Rel through the
New York law firm of Mirken, Barre and Saltzstein (this Saliz-
stein was Harry Saltzstein’s son, Robert) more than $94,000 -
betweeny January, 1970 and March, 1971, a time period which
coincides with the duration of Lab-Rel’s existence. Lubrano -
testlﬁed at the S.C.I about Levitt’s payment procedures:

ComuissioNEr Fraxcis: When they were monthly
payments, would they be like progress payments? -

. Tre Wirzess: Well, Levitt, for example, which was
a monthly payment, came through an attorney’s office
and then to us. It is in the books. I think you have
them here.- -

- Commissronsr Francis: Did you ever submlt requl-
sitions -or would your ﬁgures ever include requisi-
tions?

-~ Tue WITNESS They didn’t have to be. They would -
- . just mail that check in clockwise. The check was
. always there by the end of the month., T didn’t have_ :

to hill Lev1tt
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- Commissioner Frawcis:. With Levitt where there
was no written contract, how would you arrange for
the method ,and the tnnmg of the payments‘?

Tee WITNESS: Well Levitt would sh1p a check to
Barre, Saltzstein, Whlch was Harry Saltzstein’s son,
and Saltzstem just forwarded me the check.

" CoMMISSIONER FRANCIS Why did it go through
‘Barre?

THE W’ItLNEss That is the way Lewtt had settled it
right after the first investigation had started .
They unsed a lawyer to front it

Commissioner Francis asked Lubrano to explam Why Levitt
did not have a written contract with Lab-Rel ag it had with-
Saltzstem

Tree Wrrress: Lab-Rel is a Jersey company and
Levitt’s money was coming out of Long Island, Great
Neck, to Saltzstein who was also in the same building
as Levitt, It-was just a matter of earrying the check
upstairs and they forwarded our end of it.

Commssronrr Francis: What would that have to
~ do with whether or not you had a written contract?

Tar Wrtwess: Well, I really never had to do with
1t. They never set up a written contract for me to
sign. ‘I signed all Lab-Rel’s confracts, but I never .
~signed Lab-Kel’s and Levitt. That money ;rust kept
- eoming in. N obody questmned it..

Rossmoor Leisure World (1965-1967)

.Rossmoor Corp. of California began constructing Leisure World
in Monroe Township in April-May, 1965. The vastness of a project
- that was to include 30,000 dwelling units, a golf course and shop-
ping malls attracted much press attention and the prospect of
thousands of jobs suddenly materializing hecame apparent to trade
unions. Work on the project had hardly begun when Local 35 of
the Bricklayers Union-and Local 584 of the Laborers Union set
up a plcket line that was soon joined by the entire Middlesex
County Building Trades Council. As a result Lelsure “World
. eonstruction virtually eeased.
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Rossmoors employment of plumber BEd Lubrano as: & subeon-
tractor prior to the strike coincidentally led to the corporation’s
hiring of Saltzstein and Grande as its Leisure World labor con- -

sultants. Lubrano recalled in testimony at the S.C.I. that he -

found himself facing financial difficulties when the picket line
halted work at Leisure World. e sought the advice of 'a New
York contractor, Ben Okin, who had long been his principal
plumbing materials supplier. Lubrano and Okin shared another =
- bond: Both had ties to organized erime--Lubrano with the sea-
shore rackets boss Anthony (Little Pussy) Russo of Long Branch
and Okin with associates of Gambino in Brooklyn. As a result of
. Okir’s intervention, Lubrano met Saltzstein and Grande and they
asked him to arrange for their employment by Rossmeor. Lubrano -
told the 8.C.I. that he thus became Saltzstein’s and Grande’s “lead-
ing lady” at Leisure World. Rossmoor subsequently hired Saltz-
stein and Grande as labor consultants and soon afterward, on -
June 11, 1965, an agreement was reached on a collectlve bargammg o
contraet and the picket line was withdrawn. : '

- Rossmoor’s labor eonsultants Saltzstein and Grande then helped
* to megotiaie contractual concessions that the corporation wanted -
from the Middlesex trade unions. For example, Harry F. Wilson,-

~ who was Rossmoor’s project manager in 1965, told the S.C.I. he -
- first met Saltzstein and Grande at a plumbers’ union local meeting

in August of that year. Wilson testified that the union agreed to
Jet management decide how many foremen were to be demgnated‘
for plumbing work at Leisure World, among other concessions.
‘When Commissioner Patterson and S.C.I. counsel asked Wilson
about his reaction to rumors at the project that Rossmoor had
hired organized erime associates to handle labor relatmns, the
testunony went as follows: : A

Q. You had wo “indication whatsoever that Saltz-' :
stein and Grande were connected to the mobd - -
A, Well, you could assume that they did, yes. But
I'm not going fo say the mob because I don’t know
_what you mean by “the mob.”

" Commisstongr Parrersoxn: Well, you assumed that'
they were apparently somethmg other than Just labor
consultants?

 Tas WIINESS: Oorrect sir.

~they were? _
' 16
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~anns Tas WIrness: That they were . persuaders, let e
p“llt it thai; way.. . g , N

Although some Rossmoor ofﬁ«nals acknowledged only that Ross-'
moor used labor consultants as a regular practice and othéers’
admitted that Saltzstein’ and Grande were the consultants, no one’
would take résponsibility or ‘identify who was.responsible for hir.
ing‘thém: Rossmoor officials’ also had only vague recollections.
ahout how much Saltzstein and Grande were paid. One executive,-
James 5. Cooper of J amesburg, who succeeded Wilson as Leisure
VVorld manager in 1966, was questioned at the S.C.I. about'a.
‘“personal”’ memo he wrote in October of 1967 specifying that
$50,000 had been budgeted for labor relations. Asked to explain
this $50,000 allocation, Cooper professed an inability to recall the
actnal circumstances enoept that he. assumed he ‘was under orders
from Ressmoor in California, = : : N

Rossmoor ceased all eonstrnctmn under 1ts OWn name at Lelsure.' '
World by September of 1967.. However, Rossmoor resumed hous-
ing activity in New Jersey at a -later time bui under different -
corporate auspices in‘which it retained a hidden interest—a deviée
that nullified the Rossmoor-Middlesex bunilding trades éompact and

_ enabled other “construction projects to be laimched under the.
proteetlon of - sweetheart “contracts. negotrated Wwith' a ‘mob-eon-
tiolled union. Meanw]nle, Saltzstein and -Grande sold their labor-
relatrons servrces to other housmg bullders in New J ersey ' -

Bozse C’ascade Buzldmg C’o (196’?‘ 1972)

Soon after Bolse~0ascade Bnﬂdmg Clo. began 1t masgs: housmgi-:_
 eonstruction projects in New Jersey in the Fall of 1967, it retained*

Saltzstein and Grande to keep its operations nonunion.” A signifi-
cant circumstance.of Saltzstein’s and Grande’s new labor relations
assignment was the pr evious. emplovment of three Boise: Cascade
officials by the. Levitt company when it was capitalizing on the
labor influence of these Gambino, assomates It was not dlﬂ‘icult"
- for such corporate officers, whose careers depended on.the'success

* of Boise-Cascade’s housing endeavor, to assume that a_ practiee
Levitt had found to. be worthwhile would also inure to . Boise-
© (Cascade’s benefit. One of the three former Levrtt employees was .
Ernest Hurwitz, who activated Boise-Cascade’s New Jeérsey hous-
mg program with a project called Mill: Lake Manor in Spotswood
in Middlesex: County.;: Wihen Hurwitz -béegan: negotiating with
Saltzstein and Grande, Saltzstein initially demanded- eash pay-
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| ments for his labor consultancy Hurmtz s testlmonv at t}le S C I
lncluded this exchange : S o

Q.- Did you ever Fiscuiss wzth Harry S’altestem the e
- fact that these payments would be made in cash with: -
the purpose of avoiding paying taxes on ‘Lt cmd the
fact that it would amount to a crime?

A. No, I didn’t discuss that at all with Saltzsteln

Records of the tramactlous with Saltzstein. 1ud1oated that the.
final arrangements called for fees of $40 per house and a $1,000
retainer.” Althounh Saltzstein received payments from February,
1969, until Mareh 1970, he submitted only one invoice, for §750.
During that 'period; Saltzstein received $14,842 for the homes.
erected at Mill Liake Manor and another $3,560 for the units built
at Boise-Cascade’s Lakewood progeot A Country Place, for a total
of $18, 402.

- Hurwitz testified at the S.C.L about Saltzstein’s functlon on -
h behalf of Boise-Cascade: ' : '

Q. Se, esse?ztmlh A thefn, Saltzstem was supposed to
mainiain your compcmy n a ??»Ommzon Status? N

- A, Yes.

Q. Foras lo'ng as poss:ble?
A. Yes

When Saltzstom suffered a stlo]\e, Grande assumed his role as
Boise-Cascade’s labor consultant. Hurwitz reealled_that he'none-
“theless eontinued to pay Salizstein. However, just prior to Hur-
witz’s departure from Boise-Cascade in 1970, there was a more
substantive change in the Saltzstein-Grande operation.Hurwitz
was uotified that all labor relations activities would be handled by
Lab-Rel Consultants, Tne., and that this company consisted of
Grande and Lubrano. I—IurWltz already knew Lubrano beeause he
had hired him as a Boise-Cascade plumbing subcontractor at
Saltzstein’s and Grande’s request. Acecording .to Lubrano, when
Lab-Rel was dissolved in 1971 after the FBI began. 1nvest1gat1n0'
his and Grande’s act1v1t1es, the labor relations fees were ineorpo-
rated into.Lubrano’s plumbing contracts either through fictitious
invoices or by adding an extra payment on.the contracts: Lubrano -

insisted In hig S, GI testimony that this revised- procedure WS o

approved by Boise- Cascade. Paymeute totalhug mare than $20,000
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were paid to Lab-Rel until early 1971, when the Bmse-Oascade
contract with the Grande-Lubrano firm was cancelled.

John Hopkins of Bay Head, who was part of a new managerial
staff Boise-Cascade assigned to New Jersey in 1971, testified at the
S.C.L that Lubrano was a labor consultant on all three of Boise-
Cascade’s New Jersey projects and a plumbing subeontraetor on
two of them. Hopkins’ testimony indicated that the organized
crime background of the corporation’s labor consultants was no
secret in corporate circles:

Q. Qoing back to what these various people in the
company told you about these labor relations con-
tracts, did each of them tell you specifically it was. -
their opinion these were legztzmate labor relations
coniracts? '

A. T don’t want to say what they—what I think
they thought. They told me we were not the only ones
doing it, but Kaufman and Broad had a similar con-
tract and Levitt had a similar contract and all of the
builders in the state of New J ersey.

&. Dzd they describe to you what the mture of the
services pmmded umie'r thfs labor relations contract
weref :
A. To the best of my recollection, it was that it
kept us from being bothered by the unions. :

Q. Did they explam to you how this service fumc-
. tiomed, how it was that this coniract could keep you
T - from being-bothered by the unions? =
A. That the people involved were well connected
with the unions and through this payment of money
to them, they acted on our behalf if the unions in-
tended to organize us. They could intercede on our
behalf and they were knowledgeable in the labor rela-
tions field. :

. Did Paul Bur gess, Gene Fishkind or Desrael
Putterman or anyone else at Boise-Cascade indi-
cate to you that the commections that Lubrano had
and his partner Grande had had something to do with
the Mafia, with the mob connections that they nght
have hadf

A, Yes.

18.



Q. Wkat did they tell you? o
A. They indicated they were connected with one of
the (organized erime)} families. -

Hopkins had known Lubrano for a year before he met the
plumber’s partner Grande. Lubrano arranged a luuncheon at
Brione’s, a known mob meeting place in Brooklyn, specifically for
- the purpose of introducing Hopkins and Grande. As with other
emplovees of Boise-Cagcade and other builders in New Jersey,

this was one of several such introductory meetings with Grande -

at Brione’s. It was during these restaurant sessions that Hopkins

grew to fear Grande. In fact, Lubrano testified later in Federal '

Dlstrlct Court that builders left Brionme’s “soaking wet” with
sweat.

In the Spring of 19(1 the parent corporatlon of the Boise- -
Cascade Building Company decided that residential construction
in New Jersey was too costly and that it should sell ont. By the
‘end of 1972 Boice-Cascade was in the process of selhng 1ts last
holdings. :

Kaufman & Bmad Homes, Inc. ( 1969-1973)

By the time Kaufman & Broad Homes, Ine., began housmg con-
struetion in New Jersey in 1969, Saltzstein had retired to Florida. -
As a result, when Kaufman & Broad officials were told a labor

consultant would be needed, they turned to Lubrano’s and Grande’s . -

Lab-Rel company. The transactions that followed led to federal
indietments of Grande and Lubrano in 1977 for various extortion
and labor racketeering conspiracies against Kaufman & Broad “in
refurn for protection from labor difficulties” at construetion
projects. ' : -

Lubrano pled guilty and agreed to cooperate with the Govern-- -

ment against Grande and others. When he entered his plea, :
Lubl ano described in l"edel al Court how he and Grande operated:

Tae Court; .., Tell me exactly what you d1d who
you d1d it W1th and what happened.

A Well, sir, I had a plumbing cmporatmn €oIm-
pany. I was a plumber in the plumbing business per-
—forming-contracts.-I met-Mr-Palimert; Mr. Grande

" at the time. I never knew him as Mr. Palimeri. T was
~offered a good piece of money to colleet for labor.
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'"‘f'-'-'ff-__whlch I collected elther—-— "

protection from unions' from different thih'gs,'_-‘job

_stoppages and whatnot on the jobs. At the time I

was pretty well out of funds. I just came off of bank-
ruptey, starting back in business, and it intrigned me,

- We did collect’ money w1thout a doubt for the labor
'_"fiprotectlon s _ . . LT

‘AL T spoke to the peoplé I told them that they"

. would bé protected inevery way, shape or form as- - .
“far as stoppages or union interfering or.whatnot on' " ..

the jobs, which they knew about and we were talking’
about. For that, they paid me ﬁfty do]lars a house,

S,

Q Wha pmd?

- A, Kaufman, Broad Bmse, many people I col- R
lected this money into my company and then I got 1t"" .
out in eash oT many other ways. L

Q. You got ﬁfty dolla'rs a house, cmd dzd you share "-

- fifty dollars a house with -Palimeri?

A, I shared.twenty-five dollars with Mr. Pallmerl_‘ .

B ..and twenty—ﬁve dollars I kept in the busmess

Q. In other words, we're any of these mctzms'

- threatened witk labor wnrest or labor difficulties, or

.. threatened -with-any untoward event’ of any kmd zf e
" they didn’t pay the money? SR
A. At different times, yes, sir. I dld threaten them- L

that payments were slow or not tlmely '

Q How did you and ZI'I?' Pahmem get the clout to- .

.Aeﬁfectuate these threats? What was there about you -~

two that would make. people pay you moneyl

A, Nothing about me, sir. But Mr. Palimeri was
known to have clout.for many, many years. He was a
contact with b1g people and people knew about 1t

Q And then the mere mention of his name mduced ‘

t:these people to come across with tke mow,ey?

A That’s all it took .

ooan Q Tell me in more deta,zl how you went about th?,s, i
oo how the money was obtamed cmd how-tke people were ..
< -induced to. pay i, ete. : N






Q. You knew that was wrong? '
- A, T knew, ves, I did. I am soxry, your Honor, I_ '
made a terrible mistake.. I got myself—I got myself
convmted for h.fe _

" On June 16 1977 Grande received a three-year prison sentence
on each of two counts, the terms to be served concurrently, and a
$5,000 fine. On July 12, 1977, Lubrano appeared for sentencing
and received the same custodial term and fine as Grande. Lubrano
cooperated with the 8.C.I. while he was in custody and after his
release : _ _ i : ‘

" PART 2—DECAVALCANTE CRIME FAMILY CONSULTANTS

‘When Saltzstein and Grande were utilizing Gambino’s under-
world power at New Jersey housing sites; their activities consfi- .
‘tuted an extension of New York-bhased labor consultancy services
primarily for New York and other clients who had no New Jersey
origins. Because of the “respect” that harmonized the dealings
of crime bosses with adjoining but sometimes overlapping 3ur1sd1c--
tions, no crime family conflicts developed between Gambino in
New York and DeCavaleante in New Jersey. By 1969, however,
DeCavalcante’s erime family members and associates emerged as
‘a separate source of influence over labor relations at certain hous-
ing sites. An apparent factor in this transition was the decision
by some out-of-state bunilders fo establish New Jersey companies
and subsidiaries to initiate new projects or to expand existing
projects in this state. Although such corporate actions sometimes
were legal fictions masking continned control by the parent corpora-
tion, they nonetheless reduced DeCavalcante s deference to_

Gambino. -

The increasing influence of DeCavalecante’s associates-'in labor
relations profiteering was marked at the outset by their use of the
Warehouse and Industrial Federated Union Local 242. Although
this so-called “paper local” boasted a legal charter, little else
justified its existence since it maintained no stable membership
-rolls or dues collection procedures. Its primary function was to
provide labor and other services for mob-controlled companies.

The Commission’s inquiry indicated that Grande orchestrated
the use of a Local 242 as a labor relations guise with® Joseph
(Whitey) Danzo, then of Piscataway. Danzo was president of the
loeal in 1969 when Guardian Development Corp. was created with
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Rossmoor’s assistance to complete the first portion of its Leisure
- World projeet. Guardian signed a “collective bargaining” agree-
ment with Loeal 242 to avoid being subjected to a Middlesex Trades
Council labor contract snch as Rossmoor had been foreed to sign.
Danzo’s Liccal 242 subordinate was another organized crime’
associate, Frank (Tiger) LaVecchia. According to Lubrano,
LaVecchia was to Danzo what Lubrano had been to Grande—at
the outset a friend, an errand boy, a chauffeur and a labor con-
federate, and later a deal-maker eapahle of mob-type labor ¢on-
~ sulting in his own r1g11t

Danzo’s underworld credentials ineluded personal family ties of
- considerable organized crime repute. He was a cousin of Frank
Celano, a member of the Geneovese erime family, and was con- .
nected to the Colombo crime family by his daughter’s marriagé to
the since-deceased Salvatore (Fat Sal) Profaci, Jr., a real estate .
salesman who was the nephew of crime boss Joseph Profaci.
Danzo’s son-in-law was a cousin of Joseph Profaeci’s son, also
" named Salvatore Profaci, a resident of Holmdel and a publiely
+ identified member of orgamzed erime. When Danzo moved to New
Jersey from New York in the 1950s, he and DeCavalecante instituted
- various labor racketeering schemes, including the utilization of

- Local 242 for negotiating sweetheart contracts whereby certain .

employers—ineluding mobsters———beneﬁtted at the expense of work-
ing men and women:

LaVecchia’s organized erime links are confirmed not only by the

- DeCavalcante wiretap transeripts but also by other law enforce-

. -ment intelligence sources available to the 8.C.1. LaVecchia became

-Danzo’s friend in the late 1950s when ke ran a bookmaking opera-

' tion_in Union County. LaV ‘ecchia hecame a business agent for
Danzo’s Local 242 in 1969. - :

Rossmo or and Local .242

, Lubrano told the S.C.I1. that Rossmoor 8 pre31dent Ross Cortese

‘continued to construct Leisure World for 18 months after signing
the 1965 Middlesex Trade Unions’ agreement but that “it was rough
all the way.” When Rossmoor finally decided to sell out, he said,
it was persuaded by Grande to use Danzo’s Local 242 to bleak the
Trade Union Counecil’s contractual grip on Le1sure World Lubrano

testlﬁed
Qi And what happened ezghteen months later?

A. Eighteen months later, this Cortese was told at



wr* Romie:meetings—I wag told” direetly by Mr. Grande-:
- what was happening. They shut theé job down, let-it

~cool off-for a year and come back nonunion. He had
given them what they promised and now he could .
- come back as a small housing job, one section at a time

and get away from that publicity. o L

‘ jQ. And, therefore, wished ?fo get the umons out
of his opemtwns.? ’ o . ,
A, Out of his opération. -

.. . Q. How was that a'rmngement reached?
- A.. Well, there was & ‘meeting between Tony’._'
local.

Q. What was dzscusseds? o - : =
'A. That Whitey, which is Mr. Danzo Would pro—

Grande, myself a‘nd Whltey Danzo, who owns that_‘ _

ceed to take over the labor relations end of 1t and we. .
would ‘ecompletely back out and disappear and one- ' -

~ third of the fee would come to New York"

Q. You said that Cortese later came. back domg

business under another names. :
A. He had formulated Guardian Development He
put Aaron Cross to represent it and Mr. Grande told

_me Cross had bought Forsgate Country Club from__;
C‘ortese '

Q. Was there a fo'rmal ea:ecuted document?
A, The fact that he had his charter, If you learn

" the unioh setups, once you got a good local and a

charter to operate, the charter has to be resPected' S

Q. In other words, the other union, the other mter-
nationals, would respect the fact tkat Danzo was the

" umion’s representative for a certain group -of ‘em-
ployees and they would not m’uade his termtory.ﬂ’
A, Right. - :

Q. Who else was present besides the three of you?

‘A. Tiger LaVecchia at one time, That’s Whitey’s

" man. Also, a couple of the building trades the geners] -

people that were affected here and there. They were ..
told the 3ob was gomg to qmet down :
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.Ros.smoer and Guardian ,Develogﬁment Corp. -

On October 24, 1968, an agreement was reached hy Rossmoor
* to sell the Village One section of its Leisure World Project at the
New York law office of Solomon Eisenrod. The sale, it was agreed,
would be made to & new corporation, Guardian Development, with’
Eisenrod as board chairman, and owner of almost two-thirds of its-
stock, and with Rossmoor employees Cooper and Aaron Cross
splitting most of the remaining stock as president and vice presi-
dent respectively. A sequence of complex transactions ensued . .
that, according to the 8.C.L’s review of pertinent documents, was -
designed to lide the actual ownership by Rossmoor of a one-third
interest in Gtuardian Development. This econclusion was supported .
by testimony at the S.C.I. of Cooper, who had been Rossmoor’s
Leisure World manager. Cooper testified in part:

‘Cmamrman Lane: Rossmoor allowed you to go into -
this arrangement according to your testimony, with- .
~out'any risk at all on your part except your time and
they had nothing to gain?. o

Tae WiTngss: Sure, they did. They were going to
own the stock, which they ultimately did wind up with
the stock. But that’s true. I was allowed to get into
it with nothing exeept my expertise, Wh1ch I cons1der o

. worth a lot of money. .

Q. In other words, you w’ere sz'mply a middleman
between the Rossmoor Corporation in California and
“the Guardian Corporation in New Jersey? :

A. T don’t know if I like the use of the word -

' mlddleman ” You know I don’t know what that
- Imeans. : .

Q. How about if we use the word “straw-man’$
A. That doesn’t suit it either. '

Q. Thatis coﬁzmonly%f your name s on the stock
but i’s their investment, do you understand that to be '

. a straw-man situation?
‘A, TUse the term you want to. To me, it’s not.

- important. ‘.

Cooper---eonﬁrmed that- Rossmom S- mterest in-Guardian was~
) concealed not only to prevent any contmumg burden of Rossmoor 8

25



. 'testlmony

1965 agreement with the trade uniong but also to pave the way for
the Guardian to contraet with Danzo’s Local 242, thereby barring
AFL-CIO unions from negotiating a new agreement Cooper’s
testimony demonstrated that the Local 242 contract gave Guardian
the appearance of operating a unionized project. As a result
whenever. a business agent from a ,Lrades Council union Vls1ted
him, Cooper testified he could say he was mgned w1th 242 and
they left me alone.”

‘Although Gambmo s man, Grande, was supposed to have ceased
his labor relations aetwmes for Boscmoor when it discontinued
construction at Leisare World in 1967, his reappearance at the
project as Rossmoor was selling it and his later labor relations
work with Lubrano were deseribed to the Commission by Lubrano
and Cooper and corroborated by the S Cl’s own investigative

findings.

Rossmbor and Aaron Cross Construction Co. _

In February, 1971, the Rossmoor Corp. created Aaron Cross
Construction and transferred to it a 620-acre piece of its Leisure
- World project. Cross Construction was even more dominated by

Rossmoor than Guardian Development had been and for the same
- reasons: To assure that its 1965 collective bargaining contract with
the Middlesex Trade unions would not be a earry-over obligation
and to enable Cross Construetion to also negot1ate a self—servmg
Jabor agreement with Local 242.

Rossmoor’s control of Cross’ C‘onstruetmn is demonstrated by
the manner in which it was created and administered.- Cross; who.
‘had worked for Rossmoor since 1952, began looking for other em-
ployment. while he was acting for Rossmoor as vice president of
Guardian Development. Rossmoor’s Ross Cortese su ggested that
Cross complete the development of Leisure World, acébrding to
Cross’ testimony at the 8.C.I., and agreed to lend- ha.m money from
which he could draw an annual _salary of $35,000. Rossmoor
drafted the option agreement transferrmg Leisure World acreage
to Cross-and the sité plan for its developmieént. Rossmoor’s control
of Cross Constructmn was eonﬁrmed by - Oross m }us S. CI

Q. Tsita fair statement o say Rossmoor owned
'ike land, financed the construction and had completé
control of the project and actually hired Aaron Cross - -
Construction as the general contmctor on the job? ‘
A. Yes. : :
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Q And you were answemble to ﬂoe dzctates of
Rossmoor? - -
A . Oh, sure.

. Aaron Omss Constmctzon C’o and Local 242

Aaron Cross first met Local 242’s Danzo and LaVeechia while -
he was vice president of Guardian. As a result, when Cress Con-
struction Co. was formed, Cross asked Danzo if he would also
handle lahor relations at Cross’ Clearbrook projeet. Cross testified

~at the 8.C.I about his new connection with Local 242:

Q. When you formed your owt company known as
Aaron Cross Construction Company, did you also take -
the same steps of signing a contract with 2428

A, Well, not as such. When Ross offered me—and
if I could get something going with it and I just saw
‘Joeona daily or whatever two-day basis, I asked him

if he was going to handle the labor over in 242 for - -
me, too, and he said, yes. In other words, we didn’t -

have a meetmw and sit down and have the agreement
and hash over an awreement or a‘.nythinnr like that.

Q. Well, you asked J oe Danzo, “Would 1 Jou handle
‘the labor on my new pmgect?” Corr ect%’ :
A, Yes. o

Q. And he agreed to do 50. C’o'rfrect?
A, Yes. ,
Q. AwRd by j'ﬁ'f}éacking Yhit agreé'fhieht’@oﬁ@*@béivéd .
" the same benefii that sz Cooper had received at

Guardian. Correct?
A, Correct

The Local 242 “Umbfrella”

As with Guardian, Cross Construcf;lon could operate on a non-
union or open-shop basis, ignore the various trade unions in seek--
ing competitive bids from subeontractors and award the contracts

to the subecontractors who emploved 'nommion'woﬂxers

estified that the Tioeal 242 eontract served as an” um_brella sanc-

- tloped h'v fec‘erul labor law agamst the trade unions:
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. @ The question really is: What makes, in your .
opinion, 242 so much more effective for the contrac-
tor’s puiposes than the buslding trades? .

" A. Because you are hiring qualified—yon were
hiring qualified subcontractors.. -Either they were -
already members of Local 242 or you put them in
Local 242, '

Q. What you re really saymg, them I guess, is that
under 242 you could select, in effect, tke workmen first
and then put them into the umion? '

A. In other Words, like when I was supplying’ the
Job——what you're saying is absolutely correct. _

Q. Under the building trades, you had to accepi
whatever workers were sent 1o Yyou from the bmldmg ’
trades? ;

- A. Yeah, generally speaking. Doesn't work exactly _
like that but that’s close enough.

- Q. Isit fair to say that signing a contract with 242
really had the sole purpose of keeping the Building
Trades Council off your back? Isn't that what you
meant. by using. the umbrella p'rovmo'n of the Taft-
Hartley Act? ‘

A, That’ ‘eorréct.

g Backgromzd of- Local 242 RN

" Tn an effort to determine the validity of statements by various
labor union witnesses that Local 242 was a sham union designed
only to benefit employers at the expense of workers, the Commis-
sion questioned Kenneth Friedman of Merrick, N, Y., under a
grant of immunity. Friedman was a top officer of Local 242 from
1971 to 1976, when it went out of existence. According to Local

242’s meeting minutes, - Friedman became its business agent in

May, 1971, and its president on May 23, 1972, after Danzo had |

-~ Tetired as president on October 15, 1971, Friedman-recalled at the
- S.C.L that he discovered potential illegalities in Local 242’s files
and investigated the Guardian and Cross Construction contracts

with the local. As a result of this inquiry, Friedman said he .

determined that Local 242 was not representative of the workers at
Guardian’s project and at Cross’ Clea__rbrook_ He testified that no
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i shop stewards serv1ced then: centraets, that’- ng- one 'ettled
- grievances, that- ho pension or hospltahzatlon benéfits ‘were- being
pa1d that the contracts.did. not require employer éontributions fo¥
- these’ purpoSes,- that dues were- being: received- from - employe
~_without. checkoff: authotization cards, among other: deﬁelenc1
‘ Fnedman said he subseqnently “terminated”’ the_ Loea1_242 o

) aeqmred a parcel of more than 31 acres-of land fr'om::‘ el
at a priee that was $49 OOO below its $79 OOO market value. Some

7 with Guardian’s help and other” bmlders and' subcontlzactors helgied o
- Danzo-develop-the tract as a horse farm: The 31-acre plot, partof .. .
the orlgma] development that Rossmoor had planned m_1965 had

declsmn te buy 1t

Mlchael Guermero, the vice president of Cross Construction'who -~ =~
- dls0 was Rossmoor’s'agent in selling its' remaining landholdings, = = . .-
testified that he did not know how, when or why Dangzo »undertook P
the transactions involving the 31 acres he eventually bought fora -
~nere $30 OOO Follomng,are excerp‘ts from Guernero testlmony .

Q Mr Guermefra regardless, freally, of wke

. Danzo exacily expressed an interest in this propeﬂ"t

. one thing. stands clear:. Joe Dango was your wumnio

- U7 representative ab the time You. emecuted that le
. awith ham, Isthat cor'rect? B

o A Local 242 wa.s, yes.:

NP Q And wasn’t J oe Dcmzo the umon representatw
from Local 2428 .7+, ~, A
A I beheve so, it

interest of any sort?
A NO. ‘,_ a E_'E --.a




" Between the time Danzo signed the lease-option agreement in
1972 and bought the farm in 1976, about $75,000 worth of improve-
ments were made on the parcel, including a half-mile race track, a
stable with 39 stalls and attached office, a rail fence along the
entire perimeter, as well as curbing, road widening and sewer
lines. The Comrnission’s review of Danzo’s finanecial records dis-
closed expenditures of only $12,000 by him on the horse farm.
between 1972 and 1978 and corroborated testimony that various
- Guardian and Cross subcontractors made most of the improve-
ments free of charge or at reduced cost. Samuel A. Smith, opera-
tions manager for Guardian since 1971, identified five subcon-
tractors who worked both on Guardian’s proaects and on Danzo’s
home. Cooper at first demed_ and then admitted authorizing
invoices for work and materials at Danzo’s house to be processed
- through Guardian. He testified that he was willing to do a favor
~ in return.for a favor—the favor in this case bemg the T.ocal 242
contract : - :

" Danzo and LaVecchm as Labor Oonsultants (1.9?'1-197?’)

. Danzo and LaVecchia abandoned Local 242 as a labor relations
mechanism in 1971-72 and began to be retained as a team operating
through a LaVeecchia company known as Relative Land Associates,
although they also used other similarly named companies for the
receipt of fees. Danzo was regarded as LaVecchia’s superior, even
though LaVecechia made most of the field contaets, but they
generally shared their fees until advancing age and increasmg il
- health began to overtake Danzo in 1978. Danzo died in 1981, ‘

" The first client of Danzo and LaVecchia as individual labor con-
~ sultants was the Texas-based Lincoln Property Co., in May, 1972.

Lincoln Prope*rty Co. at Princeton Meadows

Aaron Oross whose Cross Construction Co.’s Clearbrook project
was still operating under its “sweetheart” contract with Local 242,
led Danzo and LaVecchia to Lincoln Property Co.’s Princeton
Meadows project in Plainsboro. This contact was arranged when
Operating Engineers Local 825 established a picket line at
. Princeton Meadows shortly after construction began. The appear- -
ance of pickets surprised Daniel M. Murphy of Holmdel, who had
come to New Jersey in 1969 as Lincoln Property’s regional vice
president, since he had been under the impression that residential
~ eonstruction in New Jersey was traditionally nonunion. Murphy
_asked Cross for help and Cross arranged a meeting with Danzo
- and LaVeechia. According to Murphy, he then negotiated a verbal

30



agreement to employ Danzo and LaVeechia. as his company’s

“labor relations consultants and to pay their fees to Relative Land
Associates. -About a week later, the plcket hne at Prmceton; S

 Meadows was removed. L :
. The Lineoln Property Co.’s ﬁrs labor relations 'paYments con-

a msted of $2,500 in two checks, dated May 24, 1972, to Relative .-~ ..
Land. During the next five years, Lincoln Property made pay- -

ments of sizeable but varying amounts to LaVeechia, Danzo or
Relative Liand for labor relations services at Princeton Meadows

—totaling more than $174,000. Murphy testified at the 8.C.L that = =

he knew very little about what Danzo and LaVecchia did to earn
" these fees beyond “discussions in the field” but he credited them -
with maintaining an “umbrella” against labor unton diffieulties. .

Lincoln Property and certain subcontractors ‘at” Princeton L

Meadows also provided Danzo and LaVecchia with additional eash

and other benefits. Claus Raven of R and 8 Landscaping, an earth- "

moving contractor on the project, made five payments totalling

. $16,000 either to LaVecchia or to Relative Land. Raven told the _
S.C.I. these payments were supposed to assure that LaVecchia

- would resolve prospective labor problems. The masonry company -
at Princeton Meadows, Kon-Form Contractors, Inec., not only gave

$1,500 to LaVecchia but also performed about $6,000 worth of .

cinder block work om Danzo’s horse farm. A Kon-Form owner
testified at the 8.C.I. that the $1,500 was reimbursed by means

.of a fictitious invoice to Iincoln Property and that most of the bill - -

for the masonry work -af the farm was paid by Linecolh Property = - '
rather than by Danzo, also through a fictitious invoice. - -
Aaron Cross Construction at New World

~ Once Danzo and LaVecchia,' made the transition from union
representatives to labor consultants, they maintained the latter

function even with a company—Aaron Cross Construction—that

already had a Local 242 contract. By 1973, Cross Construction -
had expanded its operations to a project in Hvesham Township -
(Burlington County) called New World. When Cross asked Danzo
and LaVecchia to extend the Local 242 contract at Clearbrook to
cover the Iivesham project, they advised him that he could receive .

the same services Local 242 had provided by hiring them individ- -

- ually as labor consultants. Cross did so-on March 7, 1973, and paid

- . next twelve months. (The New World project at Evesham was
actually owned by the Rossmoor Corp.).- :

3
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" Dover He@ghts and’ Vzllage Harbow

Havmo" extended  their labor conqultancy bUSmess mto South
Jérsey, Danzo a7id LaVedchia began seéking additional consultancy
work in that part of the state. One of their tactics in this expansion
was to confront builders with actual or threatened work stoppages
and then promote. their availability as problem solvers; They
promoted this ruse first at the Dover Heights project in Dover
Township (Ocean County). The Dover Heights scheme failed to
produce a payoff to Danzo and LaVecchia but it set-a pattern. for
4 more remunerative deal at Village Harbour, the Lincoln’ Prop— '
erty Co.’s project in Manahawkm, also i in Ocean County oo .

" “The Dover THeights project, orlgmally known as’ Gadlllae
Heights; was purchased and renamed by ‘Joshua A. Popkin in
1972; Popkin told the New Jersey State Police and later the:S.C.I. -
that in early December, 1972, hé was visited by LaVeechia’s friend,
landscaping contractor Salvatore (Sam) Scarpulla, who was seek-
ing work. As part of his sales pitch, Searpulla said if he got the
Dover Heights landscaping contract the projeet would not.have
labor. union' problems:. Popkin responded- that he would keep .
Secarpulla in mind. "A day or two after Christmas Scarpulla again
visited the projeet; this time with James P. Patterson, a representa-
tive of Liocal 1107 of the Carpenters Union. This time Scarpulla”
and Patterson told Popkin that he must sign a union contract or
 he would be picketed. On December 28 a picket line appeared at the
project, remained for'a few days and then disappeared:. About two
weeks later, Popkin was visited by LaVecchia, who introduced
himself as.a labor relations consultant. LaVecchia.told .Popkin
he "was responsible for removing the picket line and that if a
similar situation ever developed, Popkin should give him:a-.call,
Popkin said he never called or utilized LaVecchia. Having obtained
Patterson’s personal. diary, the S.C.I. established that . this
Carpenters Local 1107 agent maintained a eonstant liaison with
both' landsecaper Scarpulla and labor consultant LaVeechia.
Patterson testified at the S.C.1. that Secarpulla and LaVecchia con-
tnved the picket line scheme in an attempt to intimidate Popkm

*.'The Village Harbour project, originally called Shelter Bay, was
aoqmred and renamed by Lincoln Property in March, 1973. Jay C.
- Cranmer, an operating partner of the company, was in charge of

this: Manahawkin project when pickets appeared on May 12, 1973;
according to the personal diary and other documents obtalned from
Patterson, the same Carpenters Local 1107 business agent who had
: confronted Popkin with a picket line at Dover Heights.. Cranmer
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tectzﬁed at the: S CI that he ca’lled LaVecchla, Whose name- he
-~ knew because his superior, Erie Eichler, had told him LaVecchia
- had solved ‘labor ~problems - at” Lineoln Propertys Princéton -

s femoved May 22, the day that Patterson attended. a meeting Wlth."_
..~ Linieoln Propertys cornstruction’ manager. and LaVecchia at the
.. projeet.. It was not a coincidence that LaVecchia attended this

Vlllage Harbour

* realize LaVecchia was prompting him to create laborstrife athoiis-

"_"Who' could “settle” such problems Looln:ng baak Patterson :c'on-

e On CApril 1, _1974 meoln Property. 1ssued a. seeond Vlllage
- Harbour chieck for. $15 000" payable ‘to .Danzo’s ‘and” LaVecchia’s -

Relative Land consultancy business. LaVecc}ua got $7,500 from'_
Village Harbour in 1975 and "that pro;ject in 1977 pa1d Darizo -

Greentree project’ launched that saxie year in the Marlton section

, and/ or t6 Danzo atid LaVécchia for labor relatmn_s Work at Vﬂlage
: Harbour ultunately amounted to $103000 B 5

o Meadows progect Cranmer asked LaVecehJa to talk to the pickets o
v or their legders. According to Pattersons diary, the picket line wag

-+ meeting.” The day before the pickets disappeared, Cranmer made - B
- hig first lzbor consultant’s payment. of $15, 000 1o LaVecchla a,t o

. ing projects only so LaVecchia could be hired as a labor consultant .

$15,000, two-thirds ‘of which was for semces at the company’s” - '

~of “Bveshain Township:* In-all;*payments to ‘this" eorporate - front-——




Investzgatzon and Trial of LaVecchia et al (19?’5)

" Robert Eugene Johnson, a ﬁll-dlrt and gradmg subcontra,etor,
who had worked on Danzo s farm but wasn’t paid, was a subcon-
tractor at Lincoln Property’s Village Harbour project.. Johnson
subsequently was introduced by LaVecchia to two officials of
Operating Engineers Local 825, Pat Hagen and Pat Merola.
Events that followed that 1ntroduot10n led to state grand jury
conspiracy indictments in 1975 of LaVecchia, Hagen and Merola
for bribery and extortion of kickhacks to guarantee labor peace at
Johnson’s jobs: The allegations were brought to trial in 1975.
Hagen and Merola were conwcted and LaVecc}ua was acqmtted

Mob Feud Over a Subcontf actor (19?’?’)

- Randy Scarborough of the Scarborough corporation in Oherry
Hill told the 8.C.I. that his company utilized LaVecchia as a
“contact” man when it expanded its operations into Ocean and
Monmouth counties in 1972. Scarborough said LaVeechia’s fune-
tion was to advise the company on its employment of subcon-
- tractors. ‘Warren Mack, who worked for Scarborough from 1972
to 1974, was its Weybridge project manager in 1972, He testified
at the S.C.I. that LaVecchia checked on the qualifications of at
least two subeontractors who subsequently worked at Weybridge.
One of these was JRH Electric. Five years later, JRH Electric was
the topic of an organized crime meeting W}uch Mack atfended at
" LaVecchia’s request. - :

" The Comm1ssmn has veraﬁed that the meetmg was held on
Avngust 5, 1977, at the Hightstown Hilton Inn near the New Jersey
Turnpzke s Exit 8 and was attended by Danzo, LaVecchia and Sal
Profaci of Holmdel. Profaci was present as the mediator of an
argument between LaVecchia and Robert (Bobby Basile)
Occhipinti, an associate of Anthony (Little Pussy) Russo, the sea-
.. shore rackets boss (murdered in 1979). Oecchipinti, who had an
interest in JRH Electric, had complained that LaVecchia had -
shortchanged the subcontractor on housing project confraects, -
- despite LaVeochia’s and Danzo’s recollection of LaVecchia’s pro- -
ifiction of JRH at the Weybridge project five years earlier. Mack
was summoned to this meeting by T.aVecchia and confirmed his -
~utilization of JRH in 1972. Mack’s explanation at the Hightstown
Iuneh of LaVecchia’s intercession on JRH Eleetrie’s behialf eor-
vinced Profaci, the mediator, that Occhipinti’s’ complarnts Were
without basis. He so ruled and that ended the dlspute T



_TRANSITION TO- CURRENT PBACTICES (197 7 1981 '
By 1975 a decline in Danzo’s “and LaVeeehla

2

acqmttal was Lincoln Property. Co. ‘However, ~after: LaVeec}ua
‘was acquitted, he and Danzo began: obtalmng new clients. - - 1 7

Phlhp Frank preadent of U 8 Home’ SKN‘ ew' J ersey d1v1s10n o

 “run nonunion throughout Ocean.or Monmouth ‘counties.”” When .
- U. 8. Home expanded into Middlesex County: in <1977 mth its™ -
. Princeton Collection” project in Plainsboro, Frank. testified that

sex trade unions made. him uneasy.. He said‘a.Lincoln’ Property;

. “Joe” to see him: With Ins company’s permission, Frank agreed to
pay LaVecchia $15,000 & year a8 g labor consultant.: Frank con- -
ceded that he acted without. any eﬂ:‘ort to ascertam the personal.
or business background of T.aVecchia- or, his friend “Joe,” as
_demonstrated by the- follomng extract of° hlS testmony;at the o

_ M Frank ‘1t’s dlfﬁcult. ‘
" for me to believe that:your)national headquarters
~would so0 easﬂy approve a fifteen-thousand-dollar a =
year expendlture ‘when you. have had—for a man to -
help you in union. problems should they come up when -
voir had six or seven other pro;[eets and Had no unidn.
problems‘in those. Some of those’ pIO]eets were. in . -
‘New Jersey. In fact, alllhut one was in New. Jersey, o
. 1f T recall, and that you had 1no mdlcatlon Or no evi- . ... -
" dence’ that you weré going “to have: any umon' '
~-problems”.". . in the ‘Princeton” Oollectlon area. It !
. would seem to me, if 1 were you"‘ ‘_ss, T would want .
- some. concrete ev1denee, arguments, other than some-.,

THEWITNESS Well, T related the same th:mg I ;[ust-__,..‘_

' ,_‘related to you I-told—- T

5 labor relatlons R
activities had occurred. The only builder who continued to retain = )
Danzo .and LaVecchia® during the latter’s indietitent, trial and = -

."told the S.C.I that all -of his -company’s’ housing. projects were

reports from other builders of previous problems with the Middle- -

Co. project manager with whom he had discussed:the labor union -
- sitnation- sent LaVeechia. and ‘s compamon Frank recalls’only as




Commissroner ParTerson: You havén't related to

me anything that would convince me that- you needed' .
~a labor consu]tant -

TrE WITNESS Well I felt I did. It was a busmess. .
decision on my part and that was it. :

" COMMISSIONER PATTERSON And you made it Strlct]_y L
on the basis— _

TaE Wrrress: Of What I heard

CoMissToNER ParTERSON: —0f two people recom-
mending if you ever got—ever had labor problems,'
this was the person to hire? : N ‘

Tae WiTNEss: Yes
Trr CEamyan: What d1d you tell your company

when you reported this and got permission to hire .

this consultant so-called? What did you tell your
company he was-going to do for you or for them?' :

Tae Wirness: He was gomg to aet as a halSOIl.
should there—any problems arise, and he would sort .
of help talk to these people because I couldn’t relate
to them, =~ -

THE CHAIRMAN With no more deﬁmtmn than that?
. Ter WIiTNESS: N o more deﬁmtlon than that.

‘Tue Cmarvan: You operate apparently dlﬂ?er-, '
ently than most corporations if you don’t look into a
person’s resume, where he’s been, where he came frc')m' ‘
why and how, what he did. That dldn’t oceur to you?

- Tre Wirxess: Not on that occasmn

Several weeks after LaVecchia was hlred “he submltted an
invoice under the letterhead of Relative Associates on September
26, 1977. A $15, 000 check in payment of that invoice for one
_year’s services in advance was issued by U. 8. Home on.October

- 12, 1977.. A year later, on September 13, 1978, LaVecchia sub-
m1tted another Relatwe Associates invoice for $15 000 as advance
payment for another year’s serviees, which the corporation paid
immediately. .In September, 1979, LaVecchia’s: 1980 retainer of -
$15,000 was approved but, since Frank never inforred TaVeechia

- and LaVeecchia inexplicably never pressed for a third year’s pay-
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~ “ment, the labor consultanoy arrangement lapsed. Frank indicated
in his testimony at the S.C.I. why he never bothered to renew the
contract

CHAIRMAN Lavz: In that first year that first
$15,000 year, did you ever see him beyond the time
~ you first met him and retained him?

~ Tre WrTvess: I may have seen him once.

Te Omamvax: Did you see him at all the second
year? .

TrE WITNESS I thought I saw him once after that.

Tue CmAman: Did you have occasion to call him
and complain about union interference or anything
like that the second year?_ o

TaE WITNDSS No.

- Tae CEalRMAN: So to your knowledcre he d1d ZeTo
for yon? .

TrE WIiTNDss: Absolutely

Tee Crarmax: For $30,000 he intervened, so. far
as you know, at least the problem that you called h1m
on disappeared after the call?

TaE WrrrEss: Yes, sir.

Tae CHAIRMAN You don’t know what he d1d in
relation to that‘?

Tre Wirness: No, I don’t know.

Tar Cnarman: At all. And other than that, he did
~ nothing for you for the two years and $30,0007 -

- Tar Wirness: Yes, sir.

Nonetheless, Frank contended that the deal with LaVecchla
gave him peace of mind, the expectation of avoiding construction
delays and - the satisfaotion of knowing someone who could
negotiate with union delegates. The labor consultaney contrae’c
he insisted, was like “takmg out a ﬁre insurance pohoy
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Orlecms Construction Co. (19?’8-1980 )

The Orleans Construction Co. of Huntmgdon Valley, Pa h1red
Danzo and LaVeechia as labor relations consultants in 1978 after
the company acquired an East Brunswick site for a housing project
to be known as Lexington Village. The Orleans partner responsible
for the Lexington Village project, Jeffrey Orleans, testified at the
S.C.I. that he hired Danzo and LaVecchia—mnow operating as
“D & L Associates”—because: “If you go to a new area, you need
~ somebody local who knows the people. We needed somebody who
was local in the area.” Orleans éventually coneeded that the labor
consultants were employed to bring in subcontractors who would .
operate on an open shop basis without interference from labor
‘unions. Orleans testlﬁed on this topic as follows:

Q. What I would like to know is why do you have to
hire a labor consultant or how does it assist the com-
pany in hiring a labor consultant to establish an open‘

shop policy for the project?

A. Invariably in the building business you have
certain people who know certain people. It’s like you
know what contractors can work in certain areas and
some confractors ean’t perform. A good labor con- -
sultant when you are new in an area does let you know - -
what trades can be more harmful to you than others.
They can recommend certain contractors that can do a
good job for you.

Qe 8o Hire somebody like Danzo - and LaVecchia
who know which unions are militant in nature and can
steer you through the channels so you don’t run afoul
of that unionf

A. In general I would say that’s—you want to
lmow the common practice in an area and by them
being local in an area or relatively local in an area.

- Testimony about the Orleans company’s employment of Danzo
and LaVecchia confirmed the Commission’s findings that the labor
agents obtained valuable fringe benefits from the subcontractors
they recommended to a builder. The heating and air.conditioning
subeontractors who worked for Orleans, for example, performed
35,000 worth of work on Danzo’s and La Vecchia’s homes. In all,
these and other subcontractors provided services totaling $60, 000
on & house LiaVecchia built in Dover Township in 1979, Af the time
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of the Commission’s inquiry into these eic-tiW'i-tieS'iﬁ"'1981, nong of the::"
subeontractors involved:had been paid by LaVeechia: . According. .
io testimony st the S.0.I, subcontraétors found -it: important to

- curry favor with the labor ‘consultants who could recommend them : -
for work at. ¥arious progects An air condltlomng snbcontractor, o

Marty Indursky, so testified -

i “T am a busmessmaﬂ cmd Danzo cmd LaVecchw_.
were on these projects as employees of these progects, o
to my knowledge, and as such they had a certain. -
- - amount of authority. I looked to-them to'recormmend. .7 -
me; if I could get a lead from them, it was -appre: ;.7 7.
ciated. It was something I would do for anybody re-- -~ -
~ lated to a project that could do us a little.good,” "= Gea T

Havmg paid 35,000 to D & L ‘Associates for the consultmg ﬁrm c
‘1mt1a1 contractual year, Orleans terminated its’ relationship with -

.7 Danzo and LaVecchia on- July 21, 1980. "Although the -1979-80
* contract for a second year retamer still ‘had - several - months o
run, the labor agents were paad the full year’s fee. Aceordmg to -

o temmony before the Commission by BEdward J.-Zoller, the-.com-

- pany’s Lexington Village project supervisor, the 8.C.L%s 1nvest1ga-' -
tion of Danzo and LaVecchia was one of ‘the Teasons Why Orleans '
so abruptly cancelled the contracb R Bl

Lamd C’orp { 1.978—1.9?‘.9 )

: Tn September, 1978, ‘the' Tanid Corp ‘contacted: Danzo “and
" LaVecchia when a labor -dispute- dlsrupted work: at.its. Forest ,

Lo Glen apartment project in Highland Park’ (Mlddlesex County);

Accordmg to Lanid presldent H. Charles (Bud).. McNally and
project supervisor Harold Fishlin, ‘constitiction on the pro;]ect had,
proceeded smoothly for' four months when, without warningya
- picket line appeared. Deliveries were held up, ¢onstruction began
" {o f&ll behind and, said both officials, panic was setting in.-Fishkin
testified that when Lanid. signed a contract to pay D &1i Associates

a vearly retainer of $15,000, the pickets disappesred: the foIlowmg
day Neither MecNally nor Flshkln ever bothéréd to find ‘out’ how
this feat was aceomiplished rsmee, as Fishkin testified; LVéeckia
had advised him not to talk to union dfficidls and to leave all’ negd—
~tistions-to the labor. consultants: - Fishkin stafed,. dft part' i

They sort of made it clear to 4s when we ient 10
v wmeet with theni that they Functioned-with: the _busz-
néss agents ' a .minner because. of “their ‘contocts) «
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because “of their union -afiliation that miost people = . .
couldn’t and, therefore, that’s why we weren’t to talk - . - .
- to business agenis and maybe upset the apple cart and. =
‘that they. could do things, and they were obviously in-
.. tentionally being a little vague about exactly who they
are going to talk to and what was going.to happen, but "~ .".
- assured us that because of this background they could
do it and I thought it was a bit mzmculous that they
were able to do.it wn one day. . :

Lanid pald D & L Assoc1ates $10 OOO in December, 1978 and
$5,000 in October 19(9 The contract was not renewed

Mumczpal Bmldmg I nspect or’s Role

. In an effort to pinpoint responsibility for the labor problem at -
Forest -Glen that caunsed Lanid to hire Danzo and LaVeechia, the
Commission Jearned that the picket line was initiated by Carpenters
Local 1006 and that -the president of this local ‘was Anthony
(Rocky)  Giorgianni,- the building inspeetor for Highland Park
where the Forest Glen project was -located. Frank Daddio,
business agent of Local 1006, testified that he established the picket
line at Giorgianmi’s request. Grorglanm denied any involvement
but Lanid officials documented demands by him that Foreet (Glen
become a union Iabor pro,]ect

- Hills Development Company - (1980-1981 )

" Fishkin left Lamd Oorp in July, 1980, to beeome vme—premdent :
for Hills Development Co.,- which was involved with the Alen
Deane housing project in Pluekemin (Somerset County). Fishkin
told the Commission that in the Fall of 1980 he began receiving

. ¢alls from an Operating Engineers representative requesting him

to hold a pre-job conference with the local trades council on the

use of union workers on this project. Fishkin stalled these requests
by stating that Hills was not ready to start construction. In the
meantime, Fishkin testified, he arranged a meeting with LaVecchia:
during which company. oﬁielals expressed a desire fo keep the Ai]en

Deane project nonunion in order to maintain its economie viability.

A retainer of $50,000 per year for LaVecchia’s services was agreed

upon but the contract was not to be S1gned until actual constructmn

began in the Sprlng of 1981. : :

During January, 1981 Flshkm was mterwewed by S C 1. agents
about his knowledge of Dan_zo and LaVecchia. He:told the Com-
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, m1ss1011 that ever since. the . CI contacted Tim* he - Had': been
i - %agonizing” over the propriety: of Danzg’s  and: LaVeechia’s
L aetivities a5 labor consultants. Consequently, he sald LaVecchia
. never was signed by Hills Development Co. to alabor eonsulta iy

The Lmeoln P1 operty C‘o and 1ts quoeessor company 11 -

- Jersey, Linpro, ¢ontinued to employ labor relations’eonsultans

. despite widely publicized criminal prosecutions that verified thé
¢ organized crime backgrounds and their criminal recotds: Linpr
" still retains LaVeechia under a coritractual ‘facade; de51gned—-a
2 this Commission views it—to cloak continuing abuses with an aur
2 of legitimacy. This facade, which includes the substifution of #¢on
-+ struetion consultant” for “labor consultant” and the stipulation of
- LaVecchia’s- reqmred finctions .and Hours of performance; :is
largely atiributal to the 8.C.L%s mvestlgatlon

C7 In 1977, the Dallas-based Lincoln Property became e,
' 'pames when Eichler and various other partners in the. Northe st
région, from Fairfax, Va. to Boston; ‘established’ mero ‘as.an
independent offshoot to contmue Llnooln Property’s"New Jersey
operations, including the Prineeton Meadows, Village Harbor‘and.
Gréentree projects. Linpro continued the retention of. Danzo ‘and
LaVecchia and later LaVecchia alone, but only in New Jersey:: No¢
- other Linpro housing proneet from V1rg1n1a to Massachusetts uses.
: alabor relations consultant. : - S

. Sinece November, 1980, all fees due to Danzo and LaVeochla an

- then LaVecchia after Danzo’s death in 1981 have been made pay-: - -

" able by Linpro. to. the - Relative Associates- consnltmg Afirm!:

" LaVecchia’s invoices characterize his company ag a; “constructlon'_:-
consultant” and, apparently reacting to the Commission’s inquiries.
about the lack of definition of labor consultants’honrs, duties and -
work product, LaVecchia otherwise operates under contraets whiech .. =
articulate his.specific job functions. For example;: Linpro-corre:" - .~

" spondence in November, 1980, confirming the re-engagement of B
LaVecchia at the Greentree “ofﬁc_e project,” stated that LaVecchia’s -~ -
services were to “include the evaluation of subecontractors for all:..: " .
phases of construction,” and that he was “expected to work direetly. . - . !

- with” the construction:manager.in reviewing the bid.propdsals’™of .~~~ =+
. subcontractors, inspecting their prior work if necessary, and, meet-

~ ing with.subcontractors during construetion to expedite produotlon‘

LaVecchla was also mformed that ¢ should eu:lyr labor dlsputes Il




durmg the eourse of cons’cructlon wé would expect you to also assist -
in resolving same.” LaVecchia was to recetve $6,000 for perfor_m-

ing his required functions within four hours per week during an

eight-to-ten month period. The Greentree office. project contraect

was not the only contract negotiated in November, 1980. It..was

also agreed that, for an estimated year’s services at the Greentree

“shopping center,” LaVecchia would receive an additional $17,500
(he had already received $7,500 in 1979 for his shopping center

services). For an estimated seven months of service at Village

Harbour, LaVecchia was to receive an additional $10,000.

~ Linpro’s Princeton Meadows division also re- engaged LaVecchla,
on that project’s office building—$45,000 for the next phase of
apartment construction, $20,000 for the project’s shopping eenter
and another $10,000 for the project’s townhouses. LaVecchia’s
~contractual services at Princeton Meadows were expected to be
completed by the end of 1981, except for apartment constructlon '

services which were to contlnue until May, 1982.

Thus, for all Linpro prOJect services from late 1980 to May, 1982
LaVecchia will have been paid a total of $113,500. Ii 1979, when
Danzo and LaVecechia were still working -as a team, Linpro paid
them $149,800. Aliogether, from May, 1972,  when Danzo and
LaVecchia were first hired by Lincoln Property Co., t0 May, 1982,
when LaVecchia’s eurrent Linpro contracts will expire, total labor
- congulting fees from Lincoln Property and mero will have
- amounted to approximately $558 000. : -

LaVecchia- Refuses to -Answer Questwns :

“As the C‘om.tmssmn “concluded its inquiry, it questloned

LaVecchi&i at an executive session. The questions put to ==

LaVecchia included whether he knew or had any relationships with
specifically identified orgamzed crime members and associates,
with his confederates in the labor agentry network, with housing’
" builders and their projects and with labor union oﬁ‘icaals and labor
problems at construction projects. On the advice of his lawyer he -
invoked his constitutional protection against self-inerimination
under the Fifth Amendment and refused to respond :

III Recommeﬂdatzom tmd Comluszom

Followmg are the Commission’s recormnendatlons for proscrfb~'
ing such houqmg project labor relations practlces as rev1ewed in

this report. _
42



RECOMMENDATION #1 (FEDERAL REEOR\IS)

I‘edelal statutes auphcable to the licensing and reoulatlon of
labor ‘relations consultants mist be strengthened and more ade-
quately enforced,

Comment

‘ Section 203(a) and 203(b) of the federal Labor-Management

.- Relations Act requires that anyone who is paid to “persnade”
- employees regarding unionization or supply certain labor foree
information in connection with a dispute is called a labor relations
consultant and must file & yearly financial disclosure. On the basis
of such reports, the Labor Department is supposed to maintain a
meastre of control over labor-management relations to the extent
of preventing or eliminating corrupt practices. Since these reports
are public docnments, they also serve to inform businessmen, labor

leaders and the public as to who are acting as labor consultants in’

‘a given area, by whom aud how much they are heing paid, how long

“they have been in business and other pertinent hackground informa-
tion, such as proof that a partlcular consultant has not Vlola‘red the
criminal law for five years. -

However, section 203(c) of the Aect provides that a consulfant'
‘need not ﬁ,e a disclosure report if he merely gives “advice” to an
employer. A witness before the Fouse Subcommittee on Labor-
Management Relations was quoted as saying that “no provision of
the Act caused more confusion. or controversy hecause, although
the exemption is clear, the line between advice and persuasmn is
not”., The rule of ,t}mmb adopted by the Labor Department is that
congultant activity is reportable only when the consultants them-
selves directly communicate with employees. All behind-the-scenes
activity 18 exempted as advisory. The practical effect of this
- distinction has been that most individuals who otherwise fit the .
- description of a labor consultant need not file reports. The purpose
of filing annual finanical dlsclosul‘e lepor’[s has thus been seriously

eroded

An i}lus’[ratmn of thls erosion occuned during +he Commission’s
investigation. The Conunission’s agents checked with the Depart-
ment of Labor office in New J ersey only to discover that none of the
~consultantsmentionedinitsinguiry-had filed any diselosure reports
—-nor did any of the companies that hired them, as is also required.
The Commission also experienced a tactic for avoiding application
of the federal statute. Among the materials subpoenaed from U. S.
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Howe Corp the S.CTI0 examined infer-office correspondence
wherein Philip Frank, division president, after he retained Dianzo
and LaVeechin as laber consultants, was insfroeted to lhave
FaVeeehin sien a doeument aano“]edanw lhis: agreement not io
inlic to siny etiplovees of U. 8. Home or its SU}JGO]]tIde.G]h without
the compain’s written congent. The ohvious intent of this agree-
Ment w as 1o exlablish & distinction between persnasion and adviee
and thug frustrate the Act’s purpose of publicizing the activilies
cof lehor consultants in conmection with the U. 8. 1lome’s labor-
pignagement rejations. The Commission obsgerved the same deviee
in Harry Seltzetein’s and Lab-Rel’s contracts with Beise-Cascade
Colp rh]1e coneluding paragraph on each of these contraets con-
someo a statement that none of the activities to be performed would
entall conduet which would necessitate reporting under the Aet.

£

© In-order to cloge this loophole in the statute, the Commission
urges that New Jerseyv’s federal legislators sponsor and support
neeessmv emendments to the Labor -Management Reporting and
Diselosure Act, including the fo;lomng proposals of the House
»Subcommlttee : ' X

We encourage the Department of Labor to under— ‘
take a thor ough re-examination of the employer and
eccnsultant reporting and disclosure provisions -of
LMRDA. The growth of the consultant industry is

Citeelf sufficient justifieation for the Department of
Laber to évaluate the current interpretation of the
Act. Virtually every nnion is 'required to and doos
Tepert ite activities under the provisions of {lie Aet.
Tt is ineqguitable that the Department does not require

consultants, even in instances when they are clearly.
running management’s anti-union campaign, to dis-

close their involvement. The Department’s current ..
review should encompass interpretative issues in
addition to the advice-persuasion distinetion. The
review must come to ferms with the failures of the
existing interpretatiohs of the law to realize the
sl Aet’s purpose of assuring fair and open disclosure of
the activities of all people involved in the org anlmng

" and the collective bargaining process. '



RECOMMENDATION -“2 {STATE R}:FORMS)

'f e Legislature of ﬂw date of New Jer sey ~h(111ld on(\cta ctatute
Cimposing fidunciary dnties and responsibilities on Inbor union repre-

\(.m.h\(u Lu])l)]e“lcnied by a designation of violations as a -

criminal zct, such violations to incude any inducement to violate -
sueh fidnclary duties and lcijC‘L.J.)lhtle‘.:. Such a statute should .
contain a broadening of the federal definition of a registered “labor. .
_Lonm]m*ﬂ 7 and cpeuﬁcuﬂ\" inciunde such consultants within the

nrogeription of inducements to viclate a labor union replecenta-
tive's ﬁducnly ohligations.

Comment

Under such a statute, the Commission would require all labor
censulants, whethier they be persvaders or advisors, to register
with {he State in order that emp]ow:] may know who is a regis-
tered consultant and who 1: not. Consistent with. the Casino
. _('J(.J“La]];h Control Act and the more recently enacted legislation -
soverning the distribution and sale of cigareties, 1_eg15t1‘at1on as a.
consultant should be denied to anyvone who fits the definition of a .
career criminal offender. Thus husiness and labor leaders, by . -
checking wtih a state licensing aunthority, would be assured of at
least & minimum level of mtegl ity for any given consultant. As one
California-based labor consultant. wrote the Commission: “Govern-
ment regulations should be imposed on labor relations consultants
s0 those of us who are endeavoring to do a eredible piece of work
representing employers can be d]‘:u]mlllnhed from the labor rela-
tions consultani. (wheo) appears ov e1n10ht and’ stays Just long'
enough to give our profession a poor 1eputa’c10n. '

Legiclation suggested by the S.C.1. couldbe pattelned after

New York State’s Labor-Management Improper Praetices Act -
(20A Mc]\_mne} s Laws § 720 et eq.). This statute establishes a .
nolicy that representatives of a union are bound by a fiduciary
obligation to their members in handling union assets. The New
York statute also provides that a breach of fiduciary duty, including

the inducement of that breach, is a eriminal act. The New York
statute epecﬁieaﬂv forbids a labor relations consultant from indue-
ing breaclies of a fiduciary obligation and defines a labor relations
congultant as one who, for compenqatmn, admses or represents an

empleyer or union with regard to employee organizing, eoncerted
activities.or collective bargaining activities. The statute requires =

such consultants to maintain books and records of account for five
vears and in conformity- with generally accepted accounting
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practices. This slatnle cou}d be strengthened 1n its New Jersey
application by reaniving no‘[ only the leensure of laher relations
consuliants It glso I ) ndahm that financial reports detailing
the sovree, diztribution ai]d emount of all income he &ubmltted
annually, :

Upon- the enzactment of =11ch remedia]l Jegislation, builders and
other businessmen in the Siate would have ready access to pertinent
information on laber consnifants and would be able to make
reasonec husiness-Jike decisions as to their retention. In essence,
there would no longer be any excuse for disregarding a consultant’s
background., Strictly enforced licensing requirements would pre-
clude career eriminal offenders from the field and give the business
and labor .community a sense of confidence in the licensees, a
prospect that also would benefit Jegitimate labor relations con-
sultants. - : '

CRCANIZFD CRIME/1981 UPDATE

I ntrodwctzon

" While Wl]]dlno“ up 1ts investigation into the background of
organized crime involvement in. lahor relations at housing con-
struetion sites, the Commission continued its surveillance of cur-
rently active underworld memhers and associates. In the mean-
time, certain New Jersey mobsters who had been or were currently
involved in the Commission’s confrontation program met with
reverses m federa] and state courts durmo 1981, as noted below. :

Nzccdemo { thtle N zcky) S carfo

‘Searfo of Atlantie C“tv one of the original subjects of the 8.C.1.’s
prorrram of con frontmg organized crime members, wag found
grilty of illegal possession of a handgun in April in Federal Court,
Camden, and in July was sentenced to a maximum two years in
Federal Prison and fined 5,000. During a pre-sentence hearing,
Searfo was publicly identified by the F'BI as head of the Phila-
delphia-South Jersey organized erime family that was controlled
by  Angelo Bruno until he was murdered in Mareh, 1980. Secarfo
is free on $50,000 bail pending appeal. He and two associates had
been acquitted in 1980 of c.'harges of murdermg a Margate cement
contmctor _ - . _ o

“An S.C.I. special agient,-Dennis McGuigah 'was-credited With
decyphering a coded telephone list fotind in Scarfo’s house in 1979,
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during the investigation that led to Searfo’s mmder trial.
McGuigan was an investigator for {he Atlantic County Prosecutor
at the tine that coded list was found. Tt was not until last April,
- alter McGuigan joined the 8.C.1. staff, that he finally broke the code -
- and thoe mem‘ fied a number of Searfo’s closest gangland contacts. *
MeGuigan’s work was part of a joint effort by a pumber of law

enf oncc'neﬂt nersonnel who cocperated with the Camden office of -~

“the U.8. Justice Department’s Crganized Crime and Racketeering -
Section in the suceassful prosecution of Searfo. This team work,
including the 8.C.1’s role in it, was praised by Robert C. Stewart,

- atterney-in-char ne, in a ]etter to the. Commission. Mr Stewart s
' lettez stated :

“T hauc been inf owned b’u our attome’y who handled e
the case that the imposed mazimum sentence was the
resull of a joint effort by several law enforcement
agencies, whose contribulions clearly demonsiraied
the effectiveness of collective participation. I would
like o express our thamks and gratitude for the
cooperation and assistance your ofice provided,
particularly mentioning the contributions of Denmnis - -
McGuigan and Michael Siavage (former Emeculive
Director). Without their time and effort, the success-

- ful prosecution of Nicodemo ;S’carfo wouid aerta,mly._

. mot have occurred.” : . .

Ae noted, Searfo was among ‘the mgamzed erime ﬁgures sub-
: poenaed for questioning by the 8.C.I. in the early 1970s. He was
- held in contempt for refusing to answer questions and served 31
months in jail before finally agreeing to testify before the Com- 4
- inission. He made a numnber of appearances at the S C L. after his - -

1elease from prlson 111 1973.. . o

Carl ( Pczppy )1 pp olzto

Ip])ohto s prior convietion and $5 000 fine for refuqmg to answer

questions at the S.C.I. withstood in September an.effort by his o
counsel to have him judged mentally incompetent during the trial, .~

Tppolito, a cousin of the murdered Bruno, did not attend the hear-:
ing before Mercer County Judge Richard J. 8. Barlow on the

::uu} ty issue. In rejecting the incompetency plea, Judge Barlow =~ _ ‘
noted that Tppolite hiad answered miost questions without” dliﬁculty':”_”_”."'jj'.Ij" B

»dmmg eross examination at the eontempt proceedmgs that-
_ _ o _ o



‘resulted inmore than 40 pe-ges of trial transeript. The 1981 hearing
finally ended a five-year court battie by Ippolito fo avoid answering
questions at the 8.C.L about his erganized erime activities.

" Tino F«zzmczm, J obfz Dszlzo :

- Both Piumara of Wyckoff and D1G1110 of Paramus, who also had :
been subpeonaed to appear for executive session testimony at the
8.C.L, suffered sethacks by the Umted States SuPreme Court in

October

That court refused to review waterfront racketeering’ conwctlons
of Fiumara, who operated at the Newark and Elizabeth docks, and
Michael Clemente of New York and former ]ongshoreman s local
president Vincent Colueci of Hillside. . )

Diilis, who had been freed after serving six months of a nine-
month sentence for his role in the theft of his personal files from -
the FBI, unsuccessfully sought a new trial from the T.S. Supreme
Court. That court refused to hear an appeal based en DiGilio’s
claim that new evidence warranted a refrial of his case. DiGilio
was among a number of underworld figures who fled the state in
the early 19(05 to avoid an 8.C.L subpoena o

Rczymo«zd { Long 7 ofm) Mamtomna e

. This }ong’cmle ally of the murdered Angelo Bruno was involved
in the 8.C.1L’s continuing confrontation of organized crime members
during 1981. The 8.C. 1. obtained.a beneh warrant for his arrest in
November after a court hearing in which the Commission demon-
~ strated he was in contenmipt of a subpoena to appear for questioning,
Commission agents executed the S.CI. warrant at Martorano’s -
Cherry Hill home in December, after which a Superior Court
Judge directed Martorano to appear for questlonmg at the S. C I
- daoring 1982, ' o —
The Commission a]so contmued during 1981 1ts survelllance of -
members of the organized erime family of Samuel Rizzo (Sam the
Plumber) DeCavaleante, including J oh:n ngl and Loms Larasso

of Linden. e ) i
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A (;Hjm targer enterprise, utilizing more than 20 dental elinies

i North dersey, was found to bave significant organized erime

connections to Buffalo, N.Y., and Clevehind, Ohia, The inflated
invoices, inadequately seeured “loans,” forged ehecks, kickbacks
i the form of rebates, and other dubicus financial transactions
that marked this second exemplar were so complex that S.C1L

accountants Imd to construet lar ge step-hy-st Lep chiarts to clarify.
them.

During the S CI s 18month i mqmrv more than 200 subpoemes
were issued to various corporations, banks and other financial
institutions. and individual businessmen, dentists, Iabor union
leaders and mob figures requiring the suhm_ission of voluminous -
corporate and personal records for analysis by the Commission’s
investigative accountants. At least 100 individuals were questioned

‘at executive sessions of the S.C.I. Subsequently more than 30
“witnesses were. subpoenaed to testlfy at pubhc hearlngs held in
December, 1980, : o :

The Commission was confronted with 11u_merous attempts to

'delaﬂ its inguiry and the scheduled public expose of its findings.

Nonetheless it nitimately succeeded in compiling: a fall public
hearing reeord upon which to base recommendations for eliminat-
ing the abuse of labor union trust funds in the dental services area

“of the health care industry.

‘Such recommendations were discussed at le:ngth in the 8. C I ’

published report. Therefore, only a summary will be included in | _
" this annual report. The recom.mendatmns were ~ouilined in two :
‘proposals S

‘Proposal #l endorsed a then-pendmg Oommlttee Substltute for'

'Aeeembly Bill No. 669 which would create a New Jersey state law

modeled after the Federal Racketeer Influenced and Corrupt
Organizations (R1ICO) Act. This bill was enacted in June, 1981,
as the Commission’s report was being processed for public dlstnbu—

. tion. The legislative findings that prefaced this statute—that"

organized crime annually drains millions of dollars. from' this -
state’s economy by use of force, fraud and corription and that
organized crime type activity has infiltrated legitimate businésses -
—were graphically confirmed by the Domrmssmn s mvestlgatmn

and public hearings. .

Proposal #2 mc-,luded more than a dozen recommended amend—i- _

'ments to strengthen a law requiring the State Insurance Commis-

gioner to regulate dental plan orgamzatmns This. law beeame






mittal of its recommendations to the Governor and the Logislature
be made within 60 davs after the conclusion of a publie he&xuw ol
the sulijeel of sueh reconmmendations. Althoungh its full report was
not yet espleted, the Commission complied with this 60-day rule
by the me}y \{ablithiOH of its recommendations, in February, 1531,

for amending a 1980 law designed to regulate the activities of
dental care plan organizations. Another new provision in the
S.C.L law required that the Commisgion notify the prime sponsor
of any pending bill and the chairman of any standing eommittee
considering such a bill that would be affected by its recommenda-

tions prior to issuing them. Sinee the Commission’s recommenda-

tions ineluded a request for favorable action on a proposed staie -
version of the federal Racketeer Influenced and Corrupt Organiza-
tions (RICO) law, timely notification of this action also was made
by the 8.C.1, also in February, {o Assemblyman Martin A. Herman
of Woodbury as prime sponsor of the State RICO bill and to
Senator William V. Musto of Union City as the chairman of the
Senate Judiciary Commlttee, where the RICO bill was then under
cons1derat10n L : :

FEDERAL LEGISLATIVE LIAISON

In November, S, C. I Commissioner Robert J. DelTufo testxﬁed
on the Commission’s findings in its dental care inguiry before the
 Select Committee on Aging of the U.S. Honse of Representatives.
At the eonclusion of his and other witnesses’ testimony, Rep.
- Claunde Pepper, the committee chairman, observed that the hear-
ings had demonstrated how “employee benefit trust funds are being
looted on a scale that few have dared to dream possible.” Accom- -
panying Commrissioner DelTufo to the Washington hearmg were
8.C.I Kxecutive Director James T, "Halloran and Agents Frank
Zanino and Richard 8. Hotehinson., The Commission comphed with
the House Commiitee’s requests for copies of its report and recom- -
- mendations and other data related to its dental eare inquiry.

The Commission during 1981 also responded to requests for in- -
vestigative data and other assistance from the T. S Seuate s
Pelmament &uboo*nnnttee on Investlgatlon C
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52:9M~3, At the 'dirécﬁén af the G.ovémor ar.

by concurrent resolution of the Legisleture the -

Commission shall conduct investigations and

ctherwise assist in connection with:

. .. The making of recammendations by
“the Governor fo the Legislature with respect
to changes in or addifions io existing pro-

visions of law required for the more effsc-

- tive enforcement of the law; -

The Legislature’s consideration of

changes in or additions to exisfing pro- -

visicns of low required for the more effec-

tive edministration and enforcement of the .

law . . %

52:9M-4. At the direction or request of 1he'-

Legislature, of the Governor or of the head of

any department, board, burecu, commission, .
autherity or other agency created by the ©

Stoie, or to which the Siafe is a party, the
Commission shall investigate -the manage-
ment or cffairs of any such depariment,
board, bureau, commission, authority or other

C-ageney .. * .

* Excarpts from S.CA. Law

_ THE GOVERNOR'S REQUESTS

» HFA Report (#1)

Y







THE GOVERNOR'S REQUESTS -

HFA INVESTIGATION AND REPORT

One of the requirements of the Commisgion’s enabling statute
is that the 8.C.I., at the direction of the Governor, conduct in-
vestigations with respect to the “management or affairs” of any
governmental department or other agency of government.. In

E April, 1981, the Commission issued a report requested by then-

Governor Brendan T. Byrne on problems in the opel‘atlon of N ew
Jersey’s Housing Finance Agency. : :

The COIT}.IHISSIOHS HFA investigation disclosed that ‘certain _

aggressive, politically connected housing entrepreneurs were able

to have their projects aided through a combination of loose agency

procedures, an authoritarian executive director in the person of

‘William L. Johnston aud, for the mest part, a malleable staff. The

susceplibility of the agency to influence peddling became rampant -

during Johnston’s leadership from the niid-1970s to the Sprmtr of
1979. ‘ :

The L,.O.I.’s' report reviewed the cause and effect of J o]mston’s
misconduct and of the reaction of certain agency personnel to his
getivities. Even as the Commission’s inguiry progressed, the
agency under the more effective direction of Bruee G. Coe, who
sueceeded Johnston as BExecutive Director in 1979, began to im:
prove its regulatory policies and procedures. (Coe resigned from .
- his post effective January 1, 1982). As stated in its report, the
new regime’s efforts “represented at least the beginning of a trans-
formation of what had been a myth of internal stability at the
ageney into an actuality,” The Commission added that it hoped its
recommendations would “significantly expand that progress -
throungh the implementation of many additional reforms.”

The S.C.I. report received wide dlstnbutmn in the executive and
legislative branches of government and among the general publie.

..Slnce that.document outlined the-Commission’s recommerndationg™™ =

in full detail, only a c:unmaary will be made here.
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1’?0;)0~r<3 Reforivs af New Jevsey HEA

- The recommendations rosponded Lo two :m;m: bl I’n;:i}u;{# H}

The excesses of power exerled by a des jmiw excentive director whe
was receptive Lo corrupting pressures, and (2) submissive reactions

of a staff that perpetuated the director’s power by becoming a

subservient vehicle for misconduct. To correct these problams, the

Commission proposed s number of administrative checks and .
balances to ensute that a fully objective system, once in place,

would be safegnarded by constant monitoring. In addition, the

Commission recommended new and expanded internal standar ds in

order {o upgrade the credibility and mtefrrlty of tlie staff.

" Most of the recommendations were deelgned to proscrlbe favor-
- itism and influence peddling in connection with the processing of
HFA project applieations. The 8.CI. credited the new agency
‘administration with developing a long overdue point system for

the evalnation of pending projects. Hlowever, the Commission - 7

suggested that certain of the new “Criteria for Project Selection”
could be strengthened to increase the effectweness of this program
. Other proposed reforms:

e Amendment of the HFA enabhng 1aw was urged -
- to requlle a periodic inspection and review of the
ageney’s operations by a Legislative Oversight Com- -+ -
. mittee augmented by the inclusion of certainlegaland . -
' sccounting” representatives désignated by the . |
 Governor. This recommendation foﬂowed g trend in
recent vears toward more concentrated legislative
watchdogging of programs enacted and funded by the
Legislature. Had this oversight provision been in-
effect at the HF A in the 1970s, the Commission noted,
the  seandals that ensued would have been more
qmchly exposed. :

* Because niost of the mongdomg clted by the
Q.C.1. was attributed to the inadequacies of a former
executive director, Johnston, the 8.C.1. recormmended
that the ageney’s board formulate and implement
more objective and thorough policy guidelines for the .
hiring of ils chief operating officer and other key man-. - ::
agement personnel. The Commission urged that such . .
employment ecriteria -specifically prohibit ‘political - -
intervention and be based on the hiring standards “by
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whieh most suceessInl corperations seell oud thelr
nost capable and effective executive maimg

* The Commission’s report chserved that wtmml
andits of WFA operations were inadequate sl called,
in particular, for "po‘t andits” that would 1'1{‘!11(10
“the identification of fr aud” as & primary objective.

* The Vonmm,mon urged increased pftrt]ezpdhon of
the agency s board members in monitoring HEFA
oper atlons, 11*@1110111& assignnient of board members
1o commitiees that wornld evaluate project processing
and controversies. The 3.0.1. al=o requested that the
ageney board’s menibership be expanded to include
additional public members with speeialized experience
in public housing finances, construction and law.
(Legislative- i A-i659, hy Assemblyman Alan
Karcher of Middiesex, the president Assembly
Speaker, addressed this m‘oblem and was endorsed by
the Coinmission. It was signed info law in' March,
1981). ' e -

¢ Although a code of ethies was finally adopted by
the HT JGald in September, 1980, the Commission
cited a number of ina denua.mes in this document that
related to aveas of wrongdoing revealed in the 8.C.I.
.1e.p01t. The Commission recommended an absolute -
plehib;tion against any agéncy employee becoming
- aililiated with any entlity deing business with the HFA
for a period of two years after the HFA employee’s
departure from the agency. The Commission recom-
mended additionally an absolute proseription against
acceptance of any gift, gratnity or service by an
~employee. . ' S

e The recommendations included a prohibition
against any political hiring, primarily through the
adoption of qucrhve employment standards similar
to those urged fer 10c11111‘11e11t of the agency’s key
executive managers. :

© One defect in the avency’s code of ethics was the
failure to provide a vehiele for reporting the possi-
bility of corruption at the HF A’s executive mmanage-
ment level. The S.C.L 'econunended that a report of
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slleped or setnal Internal corruption be vequired to be

tiriclo Lo the Atlorney General’s ropresentaiive at the

agoney with a promise of confidentiality dnrmg the
invesligalive PrOCEs. The Commission recalled in its

report that al feast one HEA employee was fired when

he ehallenged questionable conduct by a superior.

* Since the S.0T 3.'e_porte<:1' several instances of

attempts to deceive the ageney’s governing board, the

recommendations included a requirement that all

present and prospective employees be notified that

any willful misstatement or omission of material faet

in any report, memoranda, letter or other offieial

internal or external correspondence. of the agency -
shall be cause for 1mmed1ate dlsmlssal »

The Cnmmlssmn has announced that a qecond and final report
on its investigation of the HFA would be forthcoming during 1982.
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32:9M-8, Upon requent of ihe Attorney Gen-
~eral, a county prosciutor or ony ather jow
enforcement official, the Commission shall co-
'opercie with, advise and ossist them in the
g penormcnce of their official . . . duties.*

_‘2 SM-6. The Commission shall caoperm‘e wﬂh L
-depariments and officers of the United States. ™
-Government in the investigation of wolonons
of the Federal laws wnhm this. state.

EZOM-7, The Comm:ss:on s}m!l examine_into
chhsrs relating to-jow enforcemeni exfend-
ing dcress the bounéer:es ‘of ‘the 'state. int
“other steies; and may. consult énd’ exchange
'mfcrr-ncnon with oﬁ':cers cnd cgenﬁes of.other

: : )’ a5
'prc:cnccbie, unless ‘the- Commissm
dejermine: thiot. special - c:rcumsfcmce
‘which require. the dela J
nformaction or. evudence

aﬁw ENFORCEMENT "umsow

+ Intersfate Cooperation”
"+ Netionol ‘Orgonization of
. Investigatory. Commissions







LAY ENFORCEMENT LIAISON

INTRODUCTION

~ The Commigsion last year was contacted by telephone or mail
84 times for various fypes of assistance from county, state and
federal law enforcement agencies in New Jersey and from such
agencies in the states of Florida, Maryland, New York, ‘Washington, -
D C., and Texas. These contacts generated hundreds of requests
for specifie assistanee, according to data recorded by Commission
staff. All requests were expedited. Additionally, the Commission
passed 30 resolntions in response to formal requests for confiden-
tial Commission information from varions New Jersey law enforce-
ment and regulatory agencies, from Federal law enforcement
agencies and legislative committees, and from law enforcement
officials of other states, Several referrals of possible evidence of
criminality were also made pm suant to N.J.S.A. 52:9M-8, of the
S.C.L law.

LIAISON XWITH THE ATTORNEY GENERAL

During 1981 the Comnusman continued its liaison with the Office
of the At‘fowev General and various components of the Depart-
ment of Law and Public SBafety. This liaison was carried out
through™ high-level meetings bx‘ the Commissioners with the
Atlorney Cen ral. Axddmm :ﬂlv Commission supervisory per-
sonnel and the staff of the Attorney General's office, particularly

the Division of Criminal Jnstice, met on scores of oceasions during . -

the course of the year with re gal‘d to day-to-day activities,

- Ome of the primary purposes of this close laison is the mainte-
namce of a dlmonue with the chief prosecutorial office in the state
so that the C‘omnusgmu can nddress more effectively broad-based.
problems in the area of eriminal justice reform. The Commission

stafl and the staff of the Attorpev General’s office also often share
in the development and support of appropriate legislation result-
ing from the Commission’s publiec hearings and reports. ' Of
particular note in this area was the enactment during 1981 of
‘legislation resulting from the Comrnsszons absentee ba]lot law

inguiry and hearmgs
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~From i outset, the Commission’s probe of absentee voting law
abuges wis n cooparaiive effort that incloded both state and county
prosecutorial wofficials. Criminal Justice Director Edwin 1. Stier
pointed ont at the time that the Absentee Voting Law’s contradic-
tiong, resirictions and ambiguities had défied even the most
virorons atiempts to enforce the stainte. Therefore, he stated, the
Aiimnes (teneral decicded that “the most important vehmle for
translating the information which we had found into action toward
reform would be . . . the S.C.1.” A productive sharing of investi- -

~ gatory files and tasks marked the entire probe.” Public hearings

confirmed how local politicians coerced voters to advance their

own personal and partisan ambitions, how absentee bhallots were '

distributed, collected and cast 111egally, and how forgery was em- -

. ployed to sign and alter ballots.

The Comm:lc:smn s reeommendatmns led to the introduction of a"
number of bills to 1mp]e:ment them. A committee substitute for

Assembly Bill No. 669 that incorporated the proposed absentee

ballot reforms was approved by both legislative houses during
- 1981 and signed mto law as the 1980- 81 lewlslatlve session con-
_ cluded its Work. RO _ S :

LIAISON WITH COUNTY PROSECUTORS ,
The Commission takes pride in its 1nereasmgly close relatmnshp

with all of New Jersey’s 21 county prosecutors and their staifs that_

began with active investigative associations some years ago in
Atlantie, Burlington, Camden, Essex, Hudson, Passaiec and Union

- Counties. This linkage between prosecutors and the S.C.L has

been extended to every county and is belng eonstantly reaﬂirmed

a8 prosecutoraal changes oceur.

_REFERENCE OF EVIDENCE

- As noted, the Commission made a number of references of -

potential eriminal matters to various federal and state law enforce- - -

ment agencies. Most of these actions cannot be identified because

~ of continuing reviews and investigations. However, one such

reference of evidence—from the Commission’s probe. of organized

- crime incursion of dental plans—was made public in December,
1981, when U.S. Attorney W. Hunt Dumont announced the Federal = .- .
Grand J ury md]ctment of two-witnesses-in the 8.C I mvestlgatlonj B
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-of Mm'riﬂte\{'n and John Burke of Cranford had conepir ‘to-trans-
" port stolen money in interstate commerce and to make/false, credit
_uppheutmns.l In hls annonncem(,nt U S. Attorney b stated

to every such. request
assmtance from varlous other states “m




NATIONAL ‘ORGANIZATION OF INVESTIGATORY COMMISSIONS

" “The 8.0I contimued its membership and activities in the

* National "Organization "of Investigatory Coinmisisions (NOIC)

during 1981. NOIC was created in Princeton in 1978 when the

Neéw Jersey S.C.1. met with five other similar state commissions to
ratify the concept of a national group. This national’ orgamzatmn

has as its primary purpose the interchange of information concern-,
ing common problems and the mainténance of a dialogue 6n poliey

~and ]egal matters relevant to each of the members agencies,

NOIC now has seven me_mber agencies.. In addition to New
Jersey’s 8.C.I, they included investigative bodies from Hawaii,
Illinois, New Mexico, New York, Pennsylvania and West Virginia.

Dunng 1981 NOIC contmued its project of commumicating with

“the various other states in the country gbout the possible creation
of such an investigative body in those jurisdictions. Several state

legislatures are considering statutory meéasures which would
create- investigatory commisgions. “Other states have -asked for

- information from:NOIC concerning the overall concept. NOIC is

continuing to.correspond with these states in order to promote the
concept of independent, blparthan State mvestlgatmg agenc1es
throughout the country A
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:9M.9, The Commission shall be cuihorlzed-
,10 cpponm .ond: employ-and ot plecsure .
move cn Execuhve Dlrecior, Counsel Invesi

pecce oﬁ’icers

. .COMMISSION STAFF .

Performance, -
~ Self-improvement
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COMMISSION STAFF

STAFF PERFORMANCE

In October, 1581, James T. O'Halloran of Bayonne, former
Prosecutor of Hudson County, was sworn into office as Executive
Director of the 8.C.L, succeeding Michael R. Siavage of Lakewood.
Mr. O’Halloran, who is 54, is a graduate of Seton Hall University
and of Seton IHall Law School. He was admitted to the New
Jersey Bar in 1965 and beeame counsel to the Bayonne City Hous-

ing Authority in 1968. He conducted a private practice in Bayonne - '

until 1974 when he was appointed Hudson County Prosecutor. He
was the Hudson Prosecutor for almost seven years.

Mr. O'Halloran came to the S.C.I. in June, 1981, as Deputy
Director in preparation for assuming the executive director’s
post. In a recent address to a Tax Institute seminar at Fairleigh
Dickinson University, he recalled that after joining the Commis-
sion, “all of my most pleasant anticipations about the 8.C.I. were

quickly eonfirmed,” adding:

“I fomzd as I had empected a staﬁ’ that was in- -
dustrious and competent. I assumed control of tnves--
ligations that were progressing in a professional
manner. I recewed volunlary staff suggestions for
new ingwiries that merited favorable altention. In
general, I found that my own prior knowledge of the
S.C.1’s reputation for integrity and d:hqewce had
been soundly based.”

The Commission’s staff during 1981 consiste'd of 42 individuals-,'
including 6 lawyers, 6 accountants and 14 special agents. As in
previous years, the staff continued to expand its professional
caliber by attending various law enforcement seminars and con-
ferences and accredited edueational courses reluted to their work.

In addition to enrolling in appropriat’e lecture courses spongored
by the Institute for Continuing Legal Education, 8.C.1, lawyers
accepted invitations to speak or conduct panel discussions at pro-
fessional meetings and before citizen groups. All of the Commis.
sion’s counsel have had trial or investigative experience in nclions
against organized crime. Three came to the agency nfter serving
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‘as assistant prosecntors and another was an assistant distriet

attorney in New York and eouneel to the New York Clty Police
Department : |

" The C‘ommlssmn s aeeountants not only kept abreast of advances
in their field but also shared their knowledge and experienee with
other Jaw enforcement agencies, particularly in the area of white
collar -erime and as lecturers at the New Jersey.State Police
Academy. The 8.CI. chief accountant lectured at the State Police -
training school for investigators assigned to- the Attorney
General’s Gaming Enforcement Division and submitted a paper for
use at the new State Police Intelligence Analysts’ School at Sea .
Girt. Two accountants are Certified Publie Accountants. One
accountant holds a Masier of Business Administration post-

- gradunate degree and another is a candidate for such a degree. Two

8.C.1. accountants are former veteran 1nvest1gators for the US -
Internal Revenue Service. _

* Bpecial courses and seminars on w}ute collar erlme, government.
corruption, organized crime and other law enforcement problems
were attended by the Commission’s special agents. The Commis-
sion during 1981 received a letter from the U.S. Justice Depart-.
ment’s Organized Crime and Racketeering Section, Camden oﬂice,
expressing appreciation for 8.C.I staff- “cooperation and assis- -
tance” partrcularly that of one of the Commission’s special agents
—in a major organized crime judicial proceeding. In addition,
another of the Commission’s special agents assisted the T.8.
Attorney’s office in Newark in obtaining an embezzlement indiet-
ment to which the defendant pled guilty.. The wide-ranging back-.
ground of the Commission’s special agents has been partleularly ,
helpful in the suceessful completion of the agency’s unusually .
varied investigations. Collectively, this background includes pre-
vious careers or tours of duty with the U.S. Justice Department, the .

U.8. Senate’s organized erime inveqtigations, the Federal Bureau, h
-of Investigation, the State Police, various county prosecutor’s

offices, the Pennsylvania Crime Commission, many municipal .
police departments, the NY-NJ Waterfront Co_n].missmn a eounty
sheriff’s department, and the Military Police. One or another of

~ the special agents periodically presides at regularly scheduled - .
"meetings of delegates from approximately 40 federal, state, county

and municipal law enforcement agencies from a five-state area.

These meetings are designed to develop eloser Investigative harson S
. ,,,and to-review law: enforcement matters of mutual concern. '
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52:9M-10. The Commission sholl make an

onnuel report to the Gevernor ond Legisleture
which shall include its recommendations, The
Commission shell make such further interim

reports to the Governor and legislature, or -

either thereof, as it shall deem odvisable, or
as shell be required by the Governor or by
concurrent resolution of the legislature,*

52:5M-11. By such means ond to such extent
cs it shcll deem appropriote, the Commission

sholl keep the public informed os to the .

operations of organized crime, problems of

low enforcement .. . and. other activities of

the Commission,*

* Excerpls from S.C.1. Law

LIAISON WITH THE PUBLIC
* Public Reports
. _Ciﬁzen Assistance
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LiAISON WITH THE PUBLIC

Pupric REPORTS |

Since its inception the Commission has held a total of 22 publie
heavings on various law enforcement problems. These hearings
were condueted in accordance with the Commission’s statutory
mandate to publicly demonstrate wrongdoing uncovered by faet-
finding investigations. The heerings resulted in the submission to
thie Governor, the Legislature and the gencral public of 25 reports -
summarizing investigative fiudings, reviewing hearing testimony
and recommending legislative and regulatory reforms. Many of
these recommendations were implemented, as detailed in a sum-
mwary of major investigations in the Appendices Section of this

annual report. In addition, the Commission since 1969 also issued = -

15 public reports on investigations which did not warrant a publie
hearing procedure. :

A Wrief listing of these 62 public actions by the 8.C.I. during the
pagt decade illustrates the wide-ranging variety of allegations and
complaints that, by formal suthorization of the Commission, were
subjected to its traditional précess of probes, hearings and publie
reports. In the organized erime field; the Comumission’s continuing
. eonfrontation of high-ranking mob figures was highlighted by

 public rearings and reports on organized crime influence in Long
Branch and Monmouth County (197(), organized crime activities in
Ceean County (1972), narcotics trafiicking (1973), infiltration of
legitimate husinesses in Atlantie City (1977), organized crime in-
eursions in the dental health eare industry (1980} and into labor
relations profiteering at mass housing projects (1981). In addition,
nvestigations in other law enforcement areas that were subjected
0 Loth public hearings and reports included: State cleaning
services’ abuses and state building service contractual irregu-
larities (1970), Hudson County Mosquito Commission eorruption
(1970), Jersey City waterfront land frauds (1971}, workers com-
pensation misconduet (1973), misuse of surplus federal property
(1973), pseudo-charity sclicitations (1974), Lindenwold borough
corruption (1974), medicaid-clinical labs (1975), Middlesex land
deals (1976), prison furlough sbuses (1976), medicaid nursing
heme schemes (1976-7), improper conduct by private schools for
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htllldlcﬂ})ped children (1978), absentee ballot law transgressmns o
(1978), and mishandling of public insurance programs (1979).
Further, although no public hearings ensued, eritical public reports
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
hoepital problems (1977) and wrongful tax deductions from pubhe‘

employees injury leave Wages (1979). :

" As this annual report went to the printer, the- Commmmon was
in the process of bringing addztlonal mvestlgatlons to the pubhc
heanng stage ‘ .

CITIZENS ASSISTANCE

As in past years, hardly a week passed in 1981 that the Com—»
mission did not receive requests for investigative aetion, assistance
or advice from citizens of New Jersey. Commission records in-
dicate more than 120 such citizen contacts, mostly for the purpose
‘of filing complaints ahout law enforcement and other problems

.affecting them or their comriunities. The Commission staff’s

discussions and reviews of citizen complaints alone required an
average of more than 45 minutes per contact,- .



DICES

Re

esu

Resulls of
€L Investigotions

sume,







'RESUME OF THE COMMISSION’S
 MAJOR INVESTIGATIONS.

e This i5 o oummary of the C MMISSH
. westigations undertaken since June, 1.96‘9 when

o 8.CI. became stoffed. and opemtwnal In:_descmbm
. them as major investigations, it is meant that- the{j 4
. quired considerable time and effort wnd ‘where app
- pricte, resulted in a public hearing or a public rep,
 Since “these inguiries “have ‘been . discussed, fully
Y separ ale. srepofrts or it premous ammal 'report‘
'-'eectzom of t?ms report ‘only a bmef stateme i abo

- Orcanizep CriMEe. CONFRONTATIONS®

_ Smoe the swmmer of 1969 ‘the Commmmon‘has been ‘issuing:
- subpoénas for the appearance and testlmony of mdlmduals identi-
" fied by law enforcement authorities as leaders: or” member
-+ organized crime families operatmg in New J ersey ‘This progra_
- has been part of the Commission’s continuous effort to increas
" the storehouse of intelligence, mutually shared with law enforce-.
" ment agencies, about the status, modes and patterns ‘of underworld
' operatlons in this state. However, the need to penetrate th
" called “Oath of Silence”, behind which organized’ crime fignres |
" {ry to hide, has required the Commission to utilize every eonstitas: . - -
~tional weapon at its disposal. One of these important. antizerime .
© - tools is the-power to grant immunity, following procedures that -
- gre in strict aceord with the protections laid down by statute and ¢ 7
 “the judiciary. The Commission believes that, once ‘witnesses havé. .
been granted nmnm_nty against the use of thelr testimony or-any - .
‘leads derived from'such testimony, a proper balance has been .- ¢
struck between protecting individual rights and the respon51b1hty ERR
-+ of the state to safeguard the public by learning as much aspossible
- about the plans and strategles of the u_nderworld _This pl:ulos hy

“* See New Jersey State Comm:sclon of Investl'atlon-' Armual ‘Re -orts
See also Pp 948 of t}us Annual Report. PN




and approach have been approved by the hlghest state and federa]
courts. :

As part of this proglam of confroutatlon, nine orgamzed crime
figiires who were served with subpoenas elected to undergo ex--
tended periods of court-ordered imprisonment for eivil contempt for
refusing to answer 8.C.I. questions. In addition, certain orgamzed_ .
erime figures remain under S.C.J. subpoena for either continuing
or futyre testimony, including Simone Rizzo (Sam the Plumber)
DeCavalcante, Carl (Pappy) Ippolitc and Joseph Paterno, Among
the many organized crime figures known to have fled New Jersey in

an effort to avoid being served with S.C.I. subpoenas are Anthony =~

(Tumace) Acceturo of Livingston, Emilio (The Count) Delio and
Joseph Paterno of Newark, Joseph (Demus) Covello of Belleville,
John (Johnny D) DiGilio of Paramus, Tino Fiuvmara of 'Wyckoff _
John (Johnny Keys) Simone (murdered in Staten Island in
ertenlber 1980), and Ippolito. The attempt by a number of these
t6 seek alternate places of residence, primarily in South Florida,
has been inter rupted from time to time by federal and state indiet-

- ments charging varicus criminal violations.

© Of the nine organized crime figures who refused to testlfy before |

the S.C.I, four gained release from jail only after agreeing to -

teqtlfy These four were Angelo Bruno (murdered in Philadelphia
in March( 1980), Nicodemo (L1ttle Nicky) Searfo, 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, was ordered released in 1975 by the New Jersey

. State urpreme Court, which ruled that unpnsonment had lost its o
coercive effect because he had demonstrated a resolve mever to - -
testify. Similarly, two others, Ralph (Blackie) Napoli and Louis - -

(Bobby) Manna, subsequently gained release after long periods of

_incarceration. An eighth, John (Johnny Coca Cola) Lardiere, who . -
had been jailed sinee 1971 for refusing to testify before the S.C.IL,. -
was shot to death in 1977 while on a court-ordered Easter fur]ough

The ninth, Joseph. (Bayonne Joe) Zwarelh, is on temporary
medical furlough from jail. . :

New Jersey’s former Attorney General Hyland, Who was the '

agency’s first chairman, has observed: %, . . much has already .
* heen done to eliminate — or at least to weaken—- orgamzed crime,

Much of the credit for that siiccess belongs to the 8.C.X. for its |

efforts in seeking testimony from alleged organized crime figures -
—and-for-focusing the-spotlight on, snd thus alertlng the pubhc to o

the problems aqsoczrated with or*ramzed crime.”
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2. 'TuE GARBAGE INDUSTRY*

”‘he Le“zslature in 1969 passed a resolution reguesting the
(‘01nnhs=1ov to investigate the garbage industry and make recom-
mendations for possible corrective actlon at the state level., An
investigation was subsequently undertaken by the S.C1. of certain
practlc\.v and procedures in that industry. The investigation ended
with two weeks of private hearings, concluding in September, 1969,

A primcipal fuding of the Commission was that some garbage
industry trade associalions discouraged competition, encouraged
collusive bidding, and preserved allocations of customers on a
territorial basis, Unless the wice of customer allocalion was
curbed by the state, the Commission concluded, many municipalitics

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
i?-idustry. Specific recommendalions werée: Prohibit customer

erritorial allocation, price fixing and collusive bidding; provide
for icensing by the State (to the exclusion of municipal licenses)
of all waste collectors in New Jersey, and prohibil discrimination
in the use of privately owned waste disposal arcas, State regula-
tion of the industry eventually was enacted Ly the Legislature.

3. CrcaMizpp CriME IN MoNMoUTH COUNTY®¥

.The sez-lsh city of I.ong Branch was in the late 1960s the
target of chax q s and d:qclomres about the influence of organized
erime. One charge wag that an organized crime figure, Anthony_
(Little Pusqv Fusze, contrelled the mayor and the city couneil.
Official 1‘epoﬁrs indieated mol figures were operating in an atmo-
spbere relatively secure from law enferesment. The Commission
began an investigation in May, 1969, that culminated with publie

hearings in ear ly 1870. Among the diselosures were:

“That a Long Branch city manager was ousted from kis job by
the ecity council after he began taking counter-action against
organized crime’s inﬂncnce; that Kussc offered fo gef the city
manager’s job back for that same person if he would close his eyes

* See New Jersey State Commission of Invectigaaon, A Report ‘Qelatmg to the Garhage

industry, Octcber 7, 1969.
» See New Jerscy State Comumission of Investigation, 1970 Annual Report, fssued

February, 1971,
67



to underworld influences and act as & front for the mob; that -
impending police raids on gambling establishments were being
Teaked in ime to.prevent arrests despite the anti-gambling efforts
of an honest police chief who died in 1968, and that the next police
chief laclked the integrity and desire to mvestlgate orgamzed crime .
and stem its 1nﬂuence :

After the kearmgs the trresponsible polzce chief reszgned and
the eleciorate voted in a new administration.

The Asbury Park Press commented edztomally that the Commzs-
sion’s hearings did more good than four previcus grand jury
wnvestigations. Also, the Commission’s special agents developed
deloled fiscal information and records relaling to corporalions
formed by Russo, information which was used by federal authori-
ties in obiaining a 1971 indictment of Russo on a charge of failure
to file corporate income lax returns, He pleaded guilty to that
charge and received a three-year prison sentence Russo was
murdered tn 1978,

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 ch1ef committed suictde. S

Public hearings were held in late 1970. Testlmony showed that
a confidential expense account supposedly used for nine years by

the chief of detectives to pay informants was not used for that - -'

purpose and could not he accounted for. . The tfestimony also
detailed how that fund was solely controlled by the chief with no
county audit and no supervision by the county prosecutor. In faet,
the county prosecutor testified- that-he signed vouchers in blank.

" The Commission after the hearing made a series of recommenda-
tioms to reform the county prosecutor system. A principal recom- -

mendation was for full-time prosecutors and assistants. A4 state

law, since enacted, has established full-time prosecutorial staffs

in the more populous counties of New Jersey and additional

statutes are requiring full-time prosecutors im certaim other

-counties. Prior to the Commission’s probe, the're were 1o Full- tzme '

cozmt Y prosecutors W zﬁhe state
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4. Ve Srare DivivioN or PURCIHASE AND PROPERTY*

The Conmuission in Pebrary, 1970, began Investigating charges
of corrnpl 111':1(-1'11‘(% aind }Jl'm'(‘(ll‘t‘("—s involving the State Division

of Purclhiase and Property and suppliers of state.services. Public
bearings were hield at which feslimony showed pavo’?fa to a state
burer to get cleaning contracis Tor state buildings, rigging of bids -
on state coniracts, renewsl of those contracis without bidding,
unsatisfactory performance of work called for under state con-
iracts, and illegal contracting of such work.

After 1he investigalion, the slale buyer was d’:,smzssed from his
/ob Records of the invesligation were turned over to the State
torney General’s Office which obtomed an indictment charging -
z’he buyer with misconduct w office. He pleaded gmlty and was
fined and placed on probation.

This investi gation met with immediate correctional steps by the
Dwision of Purchase and Property, which voluntarily changed
procedures io prevent recurrence of sumilar incidents.

5. TeE BuiipINe uERVICES INDUCTRY**

The probe of ihe Division of Purchase and Propertv brouoht to
the Commission’s attention anti-competitive and other improper
practicec and infleences in the bLiiding services industry. Publie
~ hearings were held in June, 1970.-

Testimony Lowed the existence of a irade o¥ Uanzzatlon designed
tothwart commhtlcn by Hmiting free blﬂmng and enterprise. ’l‘he
hearings also vevealed that a union official linked with organized
erime figures ‘\ as the resl power in the trade organization, and
that coerced sales of certzin detergent cleaning produets and im-
position of gwe e*heurt contracts were sometimes the price of labor
peace. The inquivy also revealed that a major organized crime
figure in New Jersey acled as an arkiter of disputes between some
cleaning companies. - :

The Commisgion’s investioation of restraini- of tmde and other
abusive praciices m the building service and mainienance industry
aroused. the inferest of the United States Senate Commerce Com-

*See New Jersey State Comimiszion of Investigetion, 1970 Annual Report, issued
February, 1971,

*% See New Jersey Commission of Inve~t1gatxon 1970 Amlual Report, {ssued February,
1971, : .
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millee. The rummrlfu 1viriled I.'u SNt otate -.hff,r af ifs 1y ]ml'u"u
hreavings o osaunized crinee i idevslale connmerce, As a resull of
that testimomwy, the Anti-Trust Division of the Uuited States Jostice
Departinen! qoille assistanee from the SO launcked an incestiga-
ton wio an ascociation which ellocated Lerriiories and cusfomers
to various member building service sainlemance companies in
New Jersey. In Mau, 1974, o Federal Grand Jury indicled 12
companies and 17 officials for conspiring lo shut out competlilion
in the indusiry. The companies were the same as those nvolved
i the §.C.1. s public hearings. Aittorney Roger L. Currier of the
Justice Department’s anti-tryst division in Philadelphia, in coor-.
anation with the U.8. d1lorney’s office tn New Jersey, brought the
eniire case 10 a final conclusion on Oct. 25, 1977. On that dale the .
defendanis ended the government’s civil acltion by agreeing o o
concent judgment ciipulaling they would abandon the praciices
alieged against them. Earlier, the government’s criminal suil
agoinet the defendants was compleied in March, 1976, by which
iime one company had pleaded gwilly to ithe charges, the other
defendants pleaded mo conlest amd fines tolaling $233,000 were
levied. B : -

6. Trr Hunson CouNTY MosqUITO COMMISSION ¥

During 1970 the Commission received allegztions of corrupt
practices in the eperation of the Hudson Ceounty Moesquito Exter-
mination Commiesion. An investigation led to publiec hearings at
the close of 1970, : :

The Mosguite Commission’s treasurer, who was almost blind,
testified that he signed checks and vouchers on direction from the
agency’s executive director. The testimony also revealed shake-
down payments in econnection with construetion projects or
rights-of-way in ihe Hudson meadowlands, the existence of a
gecret benk zccount, end kickback payments by contractors and
suppliers under a fraundulent voucher scheme,

One result of this imvestigation wae abolition of the Mosquito -
Commission, an agency whick served no valid function and whose _

annual baa,ret was approaching the $500,000 mark.

Also, after recewmg 8.C.1. records of the mveetzgatwn, the

Huc’oon County Pwoecuto'rs Office_obtained aoncpzmcy and -

g qee New Jerse} Comm ission of Inve=t1gat1on 1970 Annual Report, issied February, :

1 I]. .
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crpbeszlement dudiclnenls aguinst Lhe Bosquilo Commission’s
crccwlree diveclor avd ix fivo cons. e exsecuiive dircelor pleaded
guilly to cubezzienient awd in Juse, 1972, was senlcnced 1o twoe lo
Jour years w prison. lis sons pleaded guilty 1o conspirucy and
were fined $1,000 each. ' N

7. IVEISAPPRGPRIATiCN OF FUNDS IN ATLANTIC COUuNTY®

The Commission in 1870 investigated the misappropriation of
- ¢130,196 thiat came to light with the suicide of a purchasing agent
in Atlantic County’s government. The Commission in December of
ibat vear issued a detailed public report which documented in
sworn testimony & viclation of publie trust and a breakdown in
the use of the powers of county government. The inguiry revealed
how that purchasing agent fraudulently diverted money to his
own use cver a period of 13 years. The sworn testimony con-
“firmed that for vears prior to 1971, mounthly appropriation sheets .
of many depariments coniained irregularities traceable to the
purchasing agent but that no highly placed county official ever
iried 1o gel a full explanation of those irregularities. The testimony
aleo disclosed that affer county officials were first netified by the
bank about the falee check endorsement part of the agent’s scheme,
an inadequate investigation was conducted by some county officials.

Copies of ihe Commission’s report were sent fo Freeholder
-QOCMCES throughout the siale for use as a guide in preventing any
Jurihesr instances of similar misoppropriation of funds. As a result
of fiscal irregularities uncovered in ite probes not only of Ailantic
Counly bul also of county agencies in Mowmouth and Hudson
ccmmeh, the Commission v ecofmmeﬂaed that county and wmmmpal
cuaiiors be mandaled 10 exer CiS€ MOTE fecponszbehi_; for maintain-
ing integrily, with siress on continuous reviews of the mtef:mzl
conisr ch of county and local govermnefnts.

8. DEVELCPMENT CF POINT BREEZE IN JERSEY Crrys#

”’be lands that lie along the Jersey City waterfront are among
the moet valuzble and econcimically important in the state. The
Commissicn in the Spring of 1571 investigated allegaiions of cor-

* See Report on MFEppmpnf_hon of Public Funds, Atlantic County, a Report by the
MNew Jersey Stzte Commission of Investigation, December, 1971,

* See New Jersey State Commission of Investigation, 1971 Annual Report, issued
March, 1972, . _
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ruptibn and other irregularities in the development of the Point

. Breeze ares of Jersey City’s Waterfront as a contamershap port
and an industrial park.

~ The investigation revealed & classic, informative example of
how a proper and needed development could be frustrated by

improper procedures. ‘Public hearings in October, 1971, disclosed
a payoff to public officials, improper receipt of real estate com-
missgions, and irregular approaches to the use of state laws for
blighted areas and granting tax abatement. :

Two bills implementing 8.C.1, recommendations from this probe
were enacted wnio law., One umproved the urban renewal process
and the other tightened statutory promswm to prevent a purchaser
of publicly owned lands from receiving any part of the brokerage
fee altendant on such a purchase,

In addition, the Commission referred probe records to prosecd-
torial authorities. A Hudson Couniy Grand Jury returned an
wndictment charging a former Jersey City building inspector with

extorting $1,800 from an official of the Port Jersey Corp. and -

obtaining money under false pretenses. The inspector was con- -
victed of oblaining money under false pretenses and ﬁned $200 and
given a smmonth suspended sentence, S

-9, TACTICS AND STkATE'GIEs oF ORGANIZED CRIME¥

3 .Although not a “‘sworn’’ member of organized crime, Herbert
Qross, a former Lakewood hotel operator and real estate man,
became during 19656-70 a virtual part of the mob through involve-

ment in numbers banks, shylock loan operations, cashing of stolen = -

gecurities and other activities, In order to shorten a State Prison.
term-in 1671, Gross began in that year to cooperate with govem—

.ment agencies, including the S.C.I,

Gross’s teqtnnony during two days of public heanngs by the ‘
Commission in February, 1972, pinpointed the ruthless operations
of organized crime fignres in the Ocean County area and their

ties back to underworld bosses in Northern New Jersey and New :

York City. His testimony and that of other witnesses detailed
how mobsters infiltrated a legitimate motel business in Lakewood.
A former restaurant concessionaire at that motel festified that
because of shylock loans arranged through an organized crr.Lme -
assoclatwn he loqt assets of about $60 OOO in six months =

 *See New Jersey State Commission of Investlgatmn, 1972 Annual Report issmed .

February, 1973
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Jlceords of this investigation acere made available to federal
auihoritics who subscguently oblained an czloriion-conspiracy
wndiciment egainst wine orgonized crime figures relative to a shy-
Lock loan dispudie which culminaled wilh an underworld ** sitdown’’.
or irwd. New Jersey law enforcement officials testified at the S.C.I.
feaiengs that the public exposure af orded by those sessions demon-
aied the nced for continually active vigilance against o'roamzed S
W€, par ucwla; ly n mpzdl‘j developmg areas. .. . o : SR

b

ite cf the Stockton Stafe Coilege
qubqequent ﬁeld mves’m-

Le rl_c}‘ have v e*’pa:d for .J_e
'V\a'j' _ﬁOW'”“l.Jp, ﬁ t aﬁmc Cow)tv

LQL.bS vanhally the =
o eaTler by two COI‘pOTa'tIC £ heaced by some Atlsntic 01ty but:me
. men to a New York City-based land purchasing group for “1475
' per zere, which was zbout double:the per acre price of two
e con:parab‘e large-iract sales in the ‘Celloway. area, : The. -Comimi

" gion in a publie. report in June, 1972, ‘cited. two eritiedl ﬁaw‘:?
leading to excessive overpaym ment, for the land by the state: I
zdecuate snd mis 1euamg appreiesls of land that had recently
chenged bands et & premlum price;end a lack of expertme and saf

gua ards in Siste Division of Purchase and Property pr

ho il

- ., clccorer cmd ocrreet the appralsal problemss

a’;e,cre Lem_g Lsied as eoagable io u,ork for ihe state.
me?baatwnﬂ fwe? e pmfmpily‘ ampleme%ied by the Division

% See Rr:port =nd Recommendc‘hom on Propertv Purchase Przctices of the” Division of
Furchzse and Property, & Report b}' 1he hew Jersey Commission of Invest;ganon,

i issued Jume, 1972,




11. BANK FRAUD IN 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 probe by the
Commission’s special agents and special agents/accountants con-

“centrated on Santisi-controlled corporations, in particular the

Otnas Holding Company.

The probe nncovered 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 registretion and misapplication by Santisi of
hundreds of thousands of dellars of funds of the Middlesex County
Bank. Those fands were ‘‘loaned” to members of the Santisi
group who either personally or throngh their corporations acted
as conduits to divert the money for the benefit of Santisi and some
of his corporations. . -

Durmg the ﬁrst quarter of 1972 the Commissibﬂ (JOmpleted
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 S.C.I. referred data from this investigation to federal
authorities who obtained indictments of Santisi and several of his
cohorts on charges involving the misapplied bank funds, Al
pleaded guilty. Santisi was sentenced to three years i Prisom.
One of his associaies was sentenced to a yea,r " przscm and lwo
oihers received sus;pended smtences '

12. Tuk OFFICE OF THE ATTORNEY GENERAL¥¥ =

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 indict-
rent in connection with a campaign contribution made by a con-
tractor who had bid on a state highway contract. The request
triggered  an investigation which extended into early 1973. The

Commission took from 22 witnesses sworn testimony consisting

* See New Jer:ey Com.rmssmn of Invest:gatzon 1972 Annual Report, issued Febrvary, ...

1973,

T HF Gee Report on Investzgatmn oi the Oﬂice of the Attorney General of New Jersey, A

Report by New Jersey State Commission of Inveshga‘aon, 1ssued January, 1973,
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" Usomelew friss of favored heete t*eatmg doctors or “house doctors??
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censisiing of more ihan 300 peges. The Commission, by unanimous
resolution, ivsued in 1872 & 1,600-pege report which was forwarded . ;
|

to ibe Govermor and the Legicizture and fo all news medm. Jobn |
-J. Frands, the retired Ascccizte Justice of the New. Jersey |
Supreme Court, served without CC“Z{})&IFQ‘UOI] as Special Counsel .
to ihe Commission in the mveﬂtlgatmn. o '
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.mut “fwe i1 o ':enalle eviGence whate'uer io reasowably’f
stify ¢ ¢ -%c?usion ihai Aiiorney General Kugler was derélict in
fuge an enforcement cbligations.”” The report a,Zvo ottacked certain.
tymes of IJolz.m:n? cempaign contribulions as a . “malignant cancer
im the Hlood siream of our political life’” and wrged the p?ohzb%tmon_,
cf such cond mbmncm i¢ public ofjicials by ihoﬂe aspiving. for: gov-

- THE Wcmms CONPENCATloN SYSTEM¥ :

New Jerseg ' eystem for compenseting deWdUaIS for employ-:i...
sent injuries beceme durin g the mrly 1870s the object of intense
Cserotiny. In sddition to evidence and stetistics indicating faulis
_ in the syetem,. there were persistent  publiched: reporis thst: g
. 3(:21:13131 es abuce and legalitfies were being 1o’nored or,con-__
ned. Iucun ing comypiainis }ea the State Commissioner of Lsbor "
Industry 1o request sn investigetion. That task, which was
rieken Ly the S O I.. vwee one of the .::,gency’Q most comprehen-.
've LiCD:;:CE. The fac’r: £s presented at nine deys.of public:
bearings in Trenten In Ma T’—JL"xe 1878, docomented ebuses which’
included vuwarrs ented compchsatzcn danns lavish gift-giving and

enterieining, qresiionable concuet by some 3udge snd the nse by -

m,»—;
1o -

l-l {n

- whoi ﬁated claiins by bill- padCl‘ﬂg

i cf 1he inves z_gaf{m three Judges of Compensation -
deciplinery suspesn. c’wm, with one of them eventually
being ciemissed jrom cfiice by ihe Governor;: - After referral-of
acia n thie probe to prosecutorial cuthorities, an Essex County
Grend Jury during 1875 indicted two pariners of a law firm and
ifie firm’s business nmzcger on c?baf_ges of conspwacy ond obtam—

* See Finzl Report and I ecommend {ions on the Im’e<t:gct1on of the TNorkmens Com-
pensation System, a Rtport by the New Jersev State Commzssson of Investigatiol
gation,

J annary, 1974,
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g money wnder fulse prelenses du connection wilh ihc alleged
heal-lrealmend, Will-padding seheme e rposed ol the S.C10s public
heavings, Also, the Waterfront Comnvission of New York Harbor
wsed the wwrestigalive teclmigues and wcthodology esiablished by
the 8.C1. in this investigation Lo uncover widespread Workmen’s
Compensalion Jrauds wwo?vmg dock workers. ' :

14, Misuse OF ScEoOL PROFERTY IN Passaic COUNTY®

A citizen’s compleint received in Jaruary, 1973, prompted the
Cemmission to inguire into the handling and distribution by the
Ctzte of federal surplus property denated for use in schools and
other institutions &¢ well &s questiongble transactions at the

Pessaic County Voeational znd Technical High School in Wayne.

"The investigetion was capped by five days of public hearmvs at
the Pessale County Courthouse in Paterson.-

The bearings dis 1oced that the school’s purchasing agent, who
zlso wes its business meneger, failed to obtain competitivé prices
for many goods ptrchased, that substantial emounts of goods and
services were purchased through middlemen, one of whom marked
vp prices by more than 100 per cent, end that regular payofs were
mzCe to the school’s purchasing agent. The evidence zlso com-
firmed that the purchasing agent vsed scme school employees and

property for improvementis 2t bis bome and that the school had
become = dumping ground for millicne of dollars of federally
doneted surplus preperty under a mismansged state program.

Thi& investigation led 1o S.C.1. recommendations for administra-
z’f' e corrective fleps to esiablish am efficient program of state
ietribution of the Eurplus property and for improved procedures
f ccheol bourds inm cversecing purchasing practices. The Stale
Poord of Education relayed the R.C.I. recommendations to all

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

Purther, after referral of dota from this probe to the State
Criminal Justice Division, a Stale Grand Jury indicted Ales
Smollock, the school’s manager and purchasing agent, on charges
of taking nearly $40,000 in kickbacks. He was convicted of nine
counte of accepting bribes and was sentenced to one to three years
i stale prison and fined §9,000. Superior Court 4dppellate Division

eaﬂy i 1677 upheld Smollock’s conviclion. Later, in M.arch 1977,

* See New Jersey State Comm:ssmn of Invect:gat:on Annual Report for 1973, xssued

~in March, 1974,
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in a civd ewil by Poarsaic County f?'c-'ehoia’er and the Technical-
¥ ccc.rmm.i’ High School, Swaollock was ordered by Superior Court
velurn sclery e received during suspension from school duties
as u.-élz ae The bribe money. In February, 1978, he agreed under a
S“pe';'i or Coﬂu?'f cettlement 1o repay the county more than $50,000

'.-n.

15. TrE DrRUG TRAFrIC AND LAW ENFORCEMENTY -

Narcotics and their relationship to Jaw enforcement in New |
Jersey are & natural area of concern for the Commission, since the
huge prefite to be made from illieit narcotics trafﬁckmg are an
cbvicus lure to 1‘113111131 elements. As a result of an increase
in the £.ClL’s intelligence gethering during 1973 relative to
rarcotics, the Commission cbteined considerable information -
concerning certaln eriminal elements in Northern New Jersey, A
subseguent investigation preduced a mass of detail about drug
trafickin _Atpubhmzcurm ¢ in Jete 1978, witnesses revealed their
13*\'01\’ement in heroin end cocaine transactions in North Jersey,

rkecd by sccounts of a killing and an attempt by crime figures to
persade & wilness to commit murder. Federal, state and county
nt‘lorz ies testified about the international, interstate and intra-

" gizte flow of hercin and cocaine and problems of law enforcement
units respensible for ihe fight against illicit narcoties distribution.

Due 10 a combination of a relickle informant and an extensive
fellow-up tnvesiigaiion by S.C.1. agents, this probe had significant
collciercl resulle. These included the solving of a gangland style
slaying case and the busting of a stolen jewelry fencing ring and a
e federation burglary ring of more than 30 individuals, Both
1he Fecex Couniy (N. J.) Prosecutor and the Lackewanna County
(Pa.) District Altorney complimenied the §.C.A, for referrals of
probe dota and ctherwise ciding law enforcement. The hearings
alse generated S.C.I. recommendations for an improved law en-
Forcement aitack on nercotics distribution and for revisions of the
siarcclics law, including sterner penalties for non-addict pushers.-

*"w New Jersey State Commission of Investigetion, Annual Report {or 39/3 jssued

in March, 1974. _ .

77



16, Pspuno-Cnamyrant FUND-RAISING APPEALS¥

A growing mmiber of compranies were established in New Jersey
Lo sell by teleplione exorbitantly high-priced houschold products,
principally light hulbs, 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 these profit-oriented businesses were charities, registered
complaints with the State Division of Consumer Affairs. That
Division sought a full 8.C.1. investigation of these pseudo-charities
because of the broader purview of the Commission’s statute, the
Commisgion’s investigative record and its publie 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 charlty, 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 enbugh'-
seles to ascure a profit for the owners; that an owner of one com-
pany received a total of more than €1 million in fonr years from the
business; that anthentically handicapped solicitors could be harmed -
by having to constantly dwell on their ailments in order to induce.
sales, and that pseundo-charitable appeals drained off millions of
dollars each year that otherwaf:en could be tapped by authentlc _
charities.

Aeccess to data from this iﬂ-vestv'.ga,tion was offered to federal
cofficials both during the probe and immediately after the public
hearings. Subsequently, the cwner of one of the profit-making.
companies identified at the S.C.1.°s hearings and the sales manager -
of another compony were charged with froud by federal author-
ilies, Both pleaded guilly. : : '

A number of bills to implement S.C.I. recommendatwns in the
-charitable fund-raising field were introduced in the Legislature. ..
In April, 1977, Governor Brendan T. Byrne signed into law a bill
to require authorizalion by the Attorney General before corpora-.

_* See Final . Report.and —Recommendations ~on ~the ~ Tivestigation of Profit Orlented -

Companies Operating in a Pseudo-Charitable Manger, a Report by the New Jersey- E
State Comunussion of Investigation, September, 1974 ,
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tioms can adentify Themselves as fund roisers for the *handi- -
capped ! or e Bl Awnother DAL Lo require professional

funid raisers Lo provide financia veports to the Allovney General,” 0
olso cleared the Legislalure amZ ~was sagncd ko luw bJ Lhe"‘f'_.---"'
_ 601,(,19104' on Dccwnbcr Ja, 197700 : S

. Th vtlve Commission on B‘thCal Qtan ardﬂ during .
1674 *eq*.:seste the ©.C.1.’s sesistance in investigating allegation
T bie conﬁicts of interest of Ealph Cornell, then the Chairman

lew River Port ALthonty -He. had been a:commis

sioner of that .éut'bor .tv since ite mceptlon in'1951.- The reason fo
o the reguest, a5 slzled. by.the Eihies Commisesion, was that “‘the -
Bigte Comm; sion cf Ir.ves‘uo tmn is better eqmpped in ferms. of'

The ,J,Tectwatmn 1rm]\“ed the az:a}vqs of a mrtual mountam )
ef bo cke end records of the Auvthority, corporations and banks-in
ercer 1o expose ceriain business reiatlonc}ﬂpﬂ relative to. subcon
: imm::g work Gene on _&m.ho ity projects.. After bolding private . -
~ Bearings on 14 oceasicns from March throngh Avgust of 1974, the.
© Commissicn issued & comprehensive publie report on this mqun'y,
- &nd sent it 16 the Governor and ihe Ethical Stapdards Commission.
apprcm ‘ztely leaving o that Commission the final judgments on

. the - mu fectual. plcthre pretemea by the report.- The Attorney"
_:_Le:rjer i’s Office alse was gn*en CO'pi: ‘of the report.:. - -

L Im Ccuober :.9’“7 ike Delaware Fiver Port Authomiy agreed 10"
' fuccegt a poyment of $50,666 by Mr. Cornell as a repayment of .
projits cvme of is firme made on Aulhorily projecis. - The setlle~

o ment represenied 6 compromice of the Auikority’s claim that the
- profits amounied 1o §64,530 and Mr. Cornell’s claim that they were-
$87,004. Pori Auihority counsel caid ihe settlemé%t was accepted

Lo o gwoia “eslensive expensive ligaiion.”’ Cornell’s counsel em.
pnaczpea that the seiilement was not 10 be reaarded as an adwusszon
of iiability. Mr. Cornell, who was ‘absolved of any criminal wron
duing by the stale in 1575, wos nol ?eappomted to the Authority:
when Jiis ie'rm escpzfed'm J ammry, 1975

* Cee Report on the Cor-'p.-,t Hhtv of the Irtere=t= of Mr Ra‘iph Comell Cha:rman of
the Delaware River Port Authority, a Keport by the New Jersey State Commzssmn-
_ of Invest:gauon, October 1974 f




18. Tinr GOVERNMENT OF LINDENWOLD*

“A citizen’s Jeiter alleging abuses in the government of ihe
Berongh of Lindenwold, a rapidly developed suburban commmunity
in Camden County, was received by the Commission in the latter
part of 1973. One of the letter’s signatories, a former Borough
Councilman in Lindenwold, in & subsequent interview with S.C.I
specizl azents, told not only of zbuses concerning ethical standards’
but'a]so of oficial corruption. He bronght with him to the £.0.1% -
ofiice 5,000 be received, but never spent, zs his share of payoﬁs .
made f01 votes favorable to land development projects. . . - '

’?he Commission obtained cubetan’ﬂal corroboration of thls' ,
man’s story of amorality in the Borough's govemment At three -
(,a g of public hearings in Trentcn in December, 1974, the Com-’
11 esion heard iestimony supported by numerous exhibite that

$198,500 had been paid by land developers to Lindenwold pubhc*.
ommaﬁe in return for favorable treatment and cooperation of the
Borough government, that a Borough official and a eounty official
hed sccepted subsiantial amounts of cash from companies owning'
land subject to the officizls’ regulation, and that Lindenwold publie .
officizls vsed strewmen to mask their purcha:eq of propert1e° which
were oﬂered for qale by the Bor ough '

The principal & C’I ﬁecommewa’az‘ on qz‘emmmg fmm this keammg
“aes for enactmient of a tough confiict of initerest law to apply uni-
formly on a statewide basis to all county and municipal'o}‘ﬁcials' '
Legis slation meeting the S.C10s ‘?Ifa.s‘z-da-rds 15 pendmg in the Legﬂ,s-
Zaiure S o R :

The 8.CI. 1refe7‘red the L’mdem@o?d’ probe records to ike Cmmmal i

J :stice Division which obiained State Grand Jury indictments in
18575, Former Mayor William J. McDade and real estate developer
J hn Piper pleaded guilty to bribery and conspiracy charges on
September 26, 1977, as their irial was scheduled to start. Former
Councilman Arthur W. Scheid was found guilty on three counts
and former Councilman Dominic Straniéri was Jound guilty on
lwo com;z‘s after their trial concluded October 5, 1977.

* See New }ercey State Commiesmn of Investigetion, 1974 Annual Report ]SSlIEd in
Mcrch ]9/5 ‘ "



19, Lann AcorstioN ny Minpresex Counry®

'I'lw Comnission recaived o oseries of elbizens” complaints during
the Spring of 1970 about alleged overpayiment by the Middlesex
Counly covernment Tor purchinge of cerfain Tands for park purposes
1133601' the Siale’s Green Acres program. A preliminary inguiry

the Commizgsion indicated that overpayments had ocenrred nnd
hat fe 1.:313' veal estale appraicels and insuflicient review of 1hose
gels Ly ithe County’s Lend Acquisition Department and
Slate’s Creen Aoves it were at the root of the problem.
lingly, - be CG:L._Lssmn guthorized a full-scale investigation
ef ﬂ:e Ceum}‘ lend acguisition plocedures and relaied Green
Leres’ progrem practices. Public hearings were held in Trenton

in January, 1976.
crecult of the §.C1.°¢ exposures in this investigation, the

45
Admzmwawr ¢f the Couniy’s Land Acquisition Department was
ki

wended {rom ch wost, and the County govermment moved to

i
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'I‘-u.?'.e s more Sirmgent process of checks and balances on land
iZiom g ocedm es. Even before the S.C.1. completed its 1976
g, orrangemenie were being formolized voluntarily by stale
cleried ty the Commission’s findings, for the transfer of
2 f‘c ‘es appraical and posi-appreical review and control
v from ihe Depariment of Environmental Proiection fo the
rda emi of Traneporialion —— cne of many general and tech-
recommendations by the Commission that were implemented
cewli of the inguiry. In addiiion, data from the 8.C.1, investi-
iiom wes referTeq Lo prosecutorial authomizes
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The Middlesew Crond Jury wzxeozzgated the - conduct of the
Middlesex Coundy Land Acguisition Department and its former
neiraior 68 a vesult of a?leariﬁo,ﬁs raised during public hear-
ihe 8.C1. CGn Ceplember 27, 3876, the Grand Jury returned
presentment i which it said thal whzle it found ‘‘no provable
afirmative criminal act’’ by the Administrator, ‘‘il does feel that
his aclions in that capecity indiceled an insufficient expertise and
lock of comcern to perform his offce in the best interests of ithe .
citizens of Middlesex Counly.”” The Grand Jury also noled thal
ke soliciled and collected political coniribuiions from the same
people with whom he deall aé deparimental administrator.

]
e

The Grond Jury’s presentment noted that ‘‘since the public
Lhearinge of the Siate Commission of Investigation in January, 1976

* See New Jersey State Commission of Investigation, Annual Report for 1975,
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ihe Frecholders of Aid r?f( cex Coundy have a?umia; taken subslan-
iral ¢ ‘ﬂ(u’rf m#Im%n T However, i wrged wn adddion Hial the

cfiice of Land Aoguisiiion Adminstralor be *‘ complelely disassoci-
cied’” from solicitotion ond collection of political comtributions

Cand oleo That “Cell of the coundy officicls who conivol the award of
conireets be j’a;b'dc?eﬂ from soliciiing coniribulions from {n-
cividuals over whom they have the power o eward contracts.’
In August, 1661, the Middlesex fffeehafae'r board authorized the
fling of a suil araz'nfz’ &1 companies and individuals 10 recoup

1.6 million in overpayments Jor pmii’ahds i?zat had been revealed

by the 8.C.1. probe

20. Pre-PArorr RELEASE IN THE PRISCNSH

he Commission dl]l‘l]”ﬁ 1974 and 1975 received complaints alleg-
ing sbuses of the pre-parcle relezse programs of New Jersey’s

correctionsl system. The progrems, almed at the worthy goal of

ve-introducing inmetes to seciety, included furlonghs, work releases,

eCueation releases and cornmunity releases. Lengihy preliminary

inquiries to evaluate the complaints indicated clearly that the
effectiveness end geals of the programs were being subverted by

gross misconduet sttributable to w rezknesses in the operatlon and’

supervision of the programs.

Aceordingly, the Commission by 1'e‘-‘o]u‘hon in September 1'9'.75,.

authorized a full investigation. The probe extended into 1876,
with peblic hearings heing held during May and June of 1676,
Prmc*pa} disclosures at the hearings included:

* Tzlsification of furlough and other tj'pes of ap-r'
plications to gain premature entry into the release_
programs. :

* Tstablishment of fgvored status for some mmates
znd a resulting system of bartering for favers, includ- -
ing monetary exchan ges among mmates._

* Thé ease with which work, educational and other -
releases eounld be ripped off becaunse of insufficient
- supervision in hands of the inmates themselves. '

* The $ntrusion of a barter-for-favors system for the A'
transfer of inmates from one to another of the various
penal mstltutmns.

* See New Jersey State COB]InIS‘lOl'l of Invest:ga’uon E1ghth Annual Report 1ssued m

April, 1977,




As the Commission stated publicly, its probe and hearings were
- aided substaniially by Ann Klein, the former Commissioner of
Institutions and Agencies who became Commissioner of Human
Services, and by Robert J. Mulcahy, 3d, the former Deputy Com-
missioner of Institutions who, as the first Commissioner of a new
State Department of Corrections, initiated major reforms of prison
Turlough procedures. ['hese changes “included elimination of
inmate supervision of the furlough program and the provision of
Junds for non-inmate conlrol of it, as the Commission had recom-
mended. :

In addition to these reforms, a series of iﬁzdictmef'z.ts and arrests
resulied ajter the Commission referred its facts and public hear-
ngs transcripts to the Atiorney Geneml and other appropriate
prosecuting authovities,

-~ The Attorney General announced in January, 1977, the indict-

ment by the State Grand Jury of five f ormer inmates of Leesburg
State Prison on charges of escape in commection with alleged
fraudulent obtaining of furloughs from the prison.

The State Grand Jur: i also indicted a since-dismissed clerk of
Trenton State Prison for false swearing and perjury as a result
of her testimony on prison furlough ebuses during the Commais- -
" sion’s private and public hearings. A glaring abuse involving the
ex-clerk was the utilization of o bogus court opinion lo oblain a
substantial reduction in the prison semtence—and therefore the
premature release—of one inmate, Patrick Pizuto, known to law
enforcement authorities as an underling of the late Anthony (Little
Pussy) Russo, a seashore wmob figure. This disclosure at the
- 8.C.1°s hearing led to the immediale reincarceration of Pizuto,
who was subsequently indicted for murder and on federal bank
. fraud charges. On December 8, 1977, Superior Court Appellate
Division dismissed as moot Pizulo’s appeal from his reincarcera-
tion. Pizuto subsequently became an in’formmzt for law e'nfo'rce-
ment authorities investigating underworld crimes cmd is i the
federal wztness protection program,

21. THE NEW JERSEY MEDICAID PROGRAM*

Tn December of 1974 Governor Brendan T. Byrne requested the
State Conumssmn of Investigation to conduct an evaluation of
New Jersey’s system of Medicaid rezmbursement

* See New Jersey State Commission of Inveshgatmn 1975, 1976 and 1977 Annual Report;.
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* The extent to which this $400 million-a-year program of health
care for the poor was under simulianeous investigation by the
Commission and various other agencies indicated both the com-
plexities of the various functions involved and the degree to Whlch
they were misused and zbused at great pubhc cost :

Dumg the course of its probe the Comrmssmn reported to the' =
. Governor on an update basis from time to time—an operational

pattern based on the premise, later substantiated, that the social
and financial cost of apparent widespread explmtatlon 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 C‘omn:ussmn took the fOHOng'-

public’ steps

¢ Nvursirg Homes—An 1n1t1a1 pubhc report by the 8.C.1. on
April 3,1975, exposed serious flaws in the rental and related phases
of Ne_w' Jersey’s metkbod 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.

* Crovrcan LaeoraTortes—A formal publie 8.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 51gned Lo

the hlehly effective Chmcal Laboratories Act.

-+ * CLINICAL LABORATOBIES*———The COmmlssmn 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 -
lahoratories 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, - : S

* See New Jersey State Commission of Inveshgation; Annual chor.t for 1975f
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Rt NUR‘?ING HOMES —The _llllal C T. dlS“-eG‘tl()Il of nursmg home .
- property “cost reimbursement under.. Medicaid -provisions: ems
. phasized  so-called -*‘money - tree’’ plucking - by unserupulou'
. operators through facility seliing-financing-leasing- lgack schem

. that excessively baliooned the value of the facilities,<-A two-day
.. public hearing in’ October, 1976, corroborated: the: gross -abuses

- revegled in the S .C.1.’s inguiries-into the’ nursmg.home propert;
cost reimburqement syctem phase of: its- Medicaid inqguir

e I\JED]CAID M]:LLS’ **_How qome doctors, dentlsts

f ;geﬁt an 8.C.I. team méde an in- depth assessmen' “of the emerg
: ing rate reou}atmg and Memcald reunbursement process affectmg

- eponse to ihe. revelaiwﬂs of abuses and emplmtatwn of the Medz

‘system following—and cven. dm"m_g—the Commisswn -
tions, interim.reports and public hearings. These @ ion; fncLud '
the Leg’aslatwe s ‘enaciment of a New J ersey ‘Clinica ]
Impw'vemefnt Act as well a,s a wa mca‘easmg maa;

) ﬁmnmal mducement typé . payments f'rom some labd%atomes{td;' IR
. their physician customers -~ was reduced 40 per ‘cent. Language: ~. "
i the praymm labomtary manual - was. t@ghteﬂed H :

* See New- ]ersey Statc Commlsswn of Investlg'ation, :
** See New Jersey State Commission of Investigation, Annual Report for: 1976
**% Cee-Report of New Jersey State Comm:ssmn o{ Investlgatlon on Hospltal Ph
The Medlcald Program Apnl 1977.7 ) _ . e
R e




 seribe the practice by which small laboratories subconiracted par-
icular tests to large reference facilities and then, in many instances,
marked-up the cost by more than 300 per cent and reaped windfall
profits ot the lexpeyer’s expense. The manual now explicitly
prohibils ihe breakdown of automated componeni-part tests into
separate procedures and the submission of bills to Medicaid for
each 16 ihe end that a lab might receive between $60 and $80 for a
profile which costs less than §3.50 to perform. A computer system
for enalyzing and sereening group tests was developed. The Divi-
- sion took sieps to insure that laboratories fully identify the pro-
- cedures perjormed end for which payment 18 requested. In this
regard, 6 requirement was imposed upon Prudeniial (the. fiscal
intermediary) that all claims. be itemized in debail. Aggregate
billing — which wes eff ectively weed by some labs to mask unproper -
requests for reimbursement — s no longer tolerated. The Division:
adopied a hard line with respect to the flow of inducement iype
payments in any form whateixer between Iabomtomes cmd physwzm@f'
- customers, : : :

- The wawn cured a glarmg wealmess by employmg more staﬁ" a
expe? tise m clinical Zaboa ato#y 'processes and proceduﬁ‘es ' :

AL ike conclusion of the cecond phase of the Commasswn s.
' probe of gfoes profiteering in Medicaid nursing home: facilities
in October, 1976, the Commission urged that Senate Bill 594, re-
guiring faZl pubiec disclosure of those who have financial or oiher
business interest in nursing komes, be substantmlly strengihened
‘to eliminate practices that siphoned health care dollars. from
patients to speculators. This bill, which had passed in the Senate,..
. subsequently was amended on the Assembly floor in accordanoe,“
with the S.C.1’°s recommendations. The revised measure then
" cleared both the Aqsembly cmd the Senate and was mgwed mto law
_m September 1977, ' . o -

: Addﬁwﬂaﬂy, Subsequent to the iscuance of zts Fmal Report

" on Nursing Homes, the Commission persisted in its efforis o have
New Jersey’s system of property cost reimbursement to Medicaid

narsing homes restructured along ihe lines. suggested by the Com--
mission. Those agencies have acceptéd the Commission recom-
mendotion, which will show a savings of as much as $6 million per
year, accordmg to the Dzrector of ithe Dzmswn of M edwal %&szst-

' _cmce cmd Health Services. :

&

yhca;_ied M edo_cmd mguw_ Y, such as the _clv_mcal_ labomtory _ab_uses_ o




and the cvils of the " medicaid midls)” helped o spur correclive
cfforts. I fact, the clinical laboralory phase was a pioneering
probe that revealed for the first lvme the hard facls about unserupu-
lows ripofls of the sysiem. These disclosures resulted in the ap-
pearance of Commission officials before the U.S. Senate Commiliee
on Aging and the U.S. House of Representatives Subcommiiiee on
Owversight and Investigation. :

22. OFGANIZED CRIME AND CASINO GAMBLING IN
ATLANTIC CiTy*

After New Jersey voters authorized legalization of casino
cambling 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 comtrol 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 Aect, the Commission
characterized it as an accepuable statutory base upon which to
build even stronger controls in the. future. -

By the Summer of 1977, the Commission’s monitoring of
orgenized crime activities linked to the development of the new
gaming industry in Atlantie City had uncovered enough evidence
of aun actaal intrusion of legitimaie business to warrant public
hearings in keeping with the S.Cl.’s ':tatutory mandate to alert
and inform the citizenry. The Commission’s 1nqu11y had revealed,
-as was later confirmed pubhfﬂv that organized crime—in adchtlon-'
to its historic interest in casinos and alhed 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 exisied at all, were inadequate and only
casunally enforced.

* See New Jersey State Cornrn1<51on of Investigation Report on Casino Gambhng, April

13, 1977; also Ninth (1977) Annua! Report; also the Ccmrmssmns Report on the | -
Incursmn of Organized Crime into Certa:n Legmmate Businesses in Atlantic City, .

Janvary 12, 1978 _
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The Commission conductod Tonr dava of "pnblie henrings, in
Anvust, 1977, during which o snecession of witnedses, including
orginized erime figures, revenled through testiimony the machin-

ations of mobsters in such legilimale enterprises as cigaretle vend-
img machines, Lare, restanrants, hotels and gambling schools. The

bearings confirmed the cooperative inlerest n casino gaming .-

spin-off wction by Angelo Bruno, boss of the Philadelphia-South
Jersey erime family, and cohorts of the Gambino crime family of
the New York metropolitan area. Bruno himself was 'a witness,

On January 12, 1978, the Commission made public a report that
emphasized a recommendation to more effectively prohibit the
acceptance of applicants with organized crime backgrounds for .-
licensure as cigarette vending agents of the state or as owners and
operators of Ventures under Junsdictlon of the Alcohohc Beverage
Control laws. ‘ -

~ Based on the C'Omm@sszons Tecommendatwns two bills were
sponsored by Senator Stevem P. Perskie, D- Atlantic. One bill,
" 8-3008, was designed to sirengihen the licensing requirements of =

the State Division of Tazation for those involved in the cigarette

industry and the other, 8-5010, 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.”
Lenator Perskie’s bills were approved by the Senate in May, 1979,
but only §-3008, pertaining to the cigarette industry, passed in the
Assembly ond was s'igﬂed into law in‘February, 79890, :

-

23 PRIVATE QCFOOL ABUSES or SPECIAL EDUCATION
FUNDS* T

During the early part of 19{7 mcreasmg complamts and alle-

gations were circulating throuohout the state about alleged abuses -

by non-public schools of New J ersey’s $26 million Special Educa- -
tion pr ogram for severely handicapped children. The State Com-
mission of Investzgatlon was the recipient of a number of such -
complaints. -

By June, the Commission’s staff was pﬁrsuing fresh reports of
que=t1onable activities if not outright misconduct by some non-

public schools. Inguiriesi in the field were supplemented by in-depth - o

* See New ]erse_v State Comm1s<10n of Inveshgat]on Report on Misuse of Public Funds

in the Operation of Non- pubhc ‘Schools for Handlcapped Ch.l]dren, May 18, 1978.
' - .88 ‘



" -centered on its findings of inadequate staffing and malfunctionin

o X of any controls ‘whatsoever

sudiling of aclusd expense budgets and hundreds of hank chocks;
vouchers, purchase orders, and miscellancons business records,
These inguiries and avdits confirmed the misuse of large sums of
money that had been earmarked {or the cducation of more than
5,000 children too ser 101131y handlcapped to be served by the pubhc' _
schools ' '

The Commission held public ]Jearmgs on J a:auary 19 a:nd 20
© 1978, and on May 18, 1978, issued its formal report to the Gowrnor :
the Legis]ature and the public. . The S.C.I’s recommendations:

- of the Education Department’s Branch of Special Education an
Pupil Personnel Services, the absence of a‘clear, detailed Hst. o
- allow. able and non-allowable prw te echool expenses_ madequat

'I‘he Gomlm ssion’s 1nve°~t10atmn of abuses and irregularities in
" New Jersey’s boarding homes focused on_ an industry eonsisting
.. of an estimated 1,800 facilities serving upwards_of 40,000 peopls
- most of whom are elderly and disabled. These boardmg facilitie

were assigned to one of two eategorles—hcensed or ‘‘unlicerised;?

" The former group consisted of about 275 boarding homes under
.State Department of Health licensure. But the unlicensed category
was further divided, the largest subgroup of which was subject
nominal regl‘:tratmn and inspection by the State Departmen’t o
" Conumunity Affairs. A smaller bloe came under local jurisdiction.”
. Finally, an unknown number of facﬂltles operated illegally;-devoid.

'I‘he fact that more-than 1 500 boardmg homes were .commonly ;.-
,;referred to as “unhcensed” underscored the negatwe quahty and-

[ *Bee New Jer:ey Ctate Com:mss:on of Imes‘ugat)on Report on Abuses and Irreg'ulan-_
ties in New Jerseys Boarchng Home Industry, November 1978. v FA
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Inx enlorecmoent of wlntover stondnrds that did exist for regulal-

-1111; nnd n!!u rwize monitoring l]un nelivities,

The overall L umt of the (()mmls\lnn g inv oahtmhﬂn m(]ndu]
[}

handreds of bonrding homes ol wide-runging quality and size,
operaling under various govermmentul entities;, and subject to-
disparate and conflicling laws and regulations—or no controls at
all. Many operators were untrained for their tasks and, all too

often, callous and greedy in the management of their homes and -

the treatment of their boarders. The day-to-day operation of these
facilities was largely financed out of Supplemental Security In-
come checks mailed to eligible recipients at the boarding home
where they supposedly (but often were not) remdmg

Due 1o the complexity of the jesues involved, the Comnns-
sion was obliged to extend its public hearings through an entire
week. In all, about 60 witnesses were questioned during the five
public heanng days—Monday, June 26, through Friday, June 30 : :
1978. Close to 200 exhibits were mtroduced

Tn a 260-page report iesved in November 1978, the C'omn:ussmn
 listed & score of recommendations to reso]ve basm problems caus- |
ing the most serious abuses in the boarding home industry. De-
signed to expedite the development of more humane, secure and
rehabilitative surroundings for elderly and infirm bosdrders, the
proposals were submitted with a belief that they could be enzcted
and implemented realistically from the standpomt of available
personnel and limited funds.

The most Jmportant recommendatmn called for centrahza,tlon of -
licensure and supervisory controls over hoarding facilities. Since
the Commission felt that social services rather than health services
. should be-the primary concern, it proposed concentration of eon-
trols in the Department of Human Servieces that were divided
. among three departments—Hea.lth Commu_mty Aﬂ’alrs and Human
. Services. _ _

The Commission noted that its proposal would center licensing

and monitoring obligations in a department which possessed the
most expertise in the area of social services. Moreover, the De-

" partment of Human Services, through its Division of Mental

Health and Hospitals, controlled the flow of de-institutionalized -
former mental patlents from hospitals to the community. Such
individuals made up most of the boardmg home populatlon Whmh.ﬁ._...._.
rrrrr---dem:anded speclal attentmn. _
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After hearings in which the S.C.L participaded, the Legislature
cnacled o new stale low desigued Lo provide grealer prolection for
Cboarding home resideads, This law, wldch took cff ecl on Seplem-
ber 1, 1080, established o Uil of vights for boarders aid sct more
- stringent state standards for ihe operalion of fucilities. However,
it did not include the 8.C.1.7s primaery recommendation to cenlralize
overall conirel responsibililies in a single agency of slate
government, : '

Also during 1980, Johm J. Fay, the State Ombudsman for the
Institutionalized Elderly, filed a class action suit on behalf of 16
recipients of S8I checks seeking *‘ declarative and injunctive relief
and damages’’ from seven licensed boarding home operators for
allegedly wathhofdmg all or part of the boarders’ Federal Energy
Allowance checks, The defendants included one operator in Long
Branch who hed invoked his 5th Amendment privilege agoinst
self-incrimination 32 times when he appeared as a subpoenaed.
witness at the S.C.I1. s public hearings on boarding home abuses.
In oddition, the 8.C.1. provided the House Select Commitlee on
Aging and the Federal General Accounting Office with copies of
its report on boarding homes and audits and olther data resulting
from the Commission’s investigations in support of a Congres-
sional inguiry into the mation’s boarding homes. During this
inguiry, the House Commitiee subpoenaed the records of o Comden
Loa?dw@g home which had been a target of the S C.l.’s wwest@ga— .
tion and public hearmgs B :

25. AnusrsoF NEw JERSEY’S ABSENTEE BALLOT LAwW*®

The Commission’s public hearings In late 1978 on absentee ballot .
cbuses and irregularities elimaxed a prolonged series of i mqulrles
by the S.C.L c.'ﬂd other sizate and county law enforcement agencies,-
end by the press, in numercns localities of the state. These in-
vestigations confirmed a widespread and flagrant disregard of a
law that, although enacted with the infention of safeguarding the
sanctity of the hallot for eligible voters unable to go to the polls
in person, was so ambiguounsly constructed as to invite fraud at
every step of the absentee voling procedure. So inadequate was
" this law-—ag probes by Attorney General John J. Degnan’s office
and by various county prosecutors particularly illustrated—that
effective prosecution of obvicus violators was practically im-
possible. The statute’s coniradictions, resirictions and loopholes

% See New Jersey State Commission of Investigation annual report for 1978,
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defied the most vigorous prosecutorial allempts to mndiet and

couviel iudividuals who cocreed volers to advance thelr own -

personal and politiesl ambitions, who improperly distribuled and

~collected sbsentee voles in bargain-basement fasbion, and who

forged signatures and allered ballots Because of the persistent

statutory Impediments, the Attorney General launched with the
S.C.L a cooperative effort to expose these violations to publie

serutivy. It was felt that, by utilizing the Commission’s traditional
fact-finding and publie hearing functions, resultant public aware-

ness of and concern sbout the situation Would spur enactment of
S“elltlal reforms. . . R o C-

" Both durmg ana" after the Commze%on 8 mveﬂtzgatwn a'nd' public
hearings into official abuse and misuse of the Absentee Ballot Law,
conetaﬂt communication was maintained with legislative and execu~
twe officials on the problem of statutory reforms. The task of clos-.
wng eleciion law loopholes to further improprieties was particularly
dificult because of ihe necessity to make required changes that
would not infringe on the constitutional privilege of all eligible
voters to cast a secret ballot for candidates of their choice. "4 series.
of law eméendments were drafted after discussions with legislators,
with affected law enforcement entilies and with the Secretary of .
State. The Commission believes that the unity of purpose and effort:
by New Jersey’s law enforcement community and the Legislature
behind the propesed Absentee Ballot Law reforms was pivotal in,
ithe enaclment of a bill mnplememmg the C’ommwswn s recom:’
mendatwns w 1981, '

| /_6 - INCORRECT IN _}URY LEAVE PRACTICES*

. Dhrlng the course of the Comm:ssmn 8 mvestAgatlon of county'

and nmnicipal public Insurance transactions, -an interim public -
report wes issued in an effort to proseribe misguided procedures
that had glready cost (0hnt3 and municipal employees at least §1 -
million in incorrect social eecurl‘ry and income tax deductions dur-.
ing the five-year period prior to 1979 from wages paid to these:
emplovee‘t in accordance with governmental injury leave policies. .
The interim report highlighted recorunendations to bring. te an:
immediate halt such wrongful tax deductions and to expechte.
effor ts to.assist such employees recoup their losses. before a- three-.

*Sge New Jerqey Stater Comm1 Sion of Inveshgatmn “Report and- Recommendatmns ont
Incorrect Injury leave Pract:ces, Jssued in January, 1979 o
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‘year statute of hmltatmns harred recovery for Jmproper dedue-
tions.

As a result of the interim report’s recommendations, inappro-
priate tax deductions were largely halted, efforls were made at
both the state ond 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 eff ort began
. to amend state law fo eliminale needless administrative GOsts of
B woz'kers compensatwn programs in all counties.

In the June, 1980, issue of State Government News an article
noted that neaﬂy all of the 43 stale governmenis that volufntamly
coniribute to Social Security are perhaps unnecessarily making taw
payments on employees’ sick pay as well as on wages. The article,
which noted that the Council of State Governments was monitoring
this problem, made the following observation applicable to the
period subsequent to the issuance of the S.C.1.°s inlerim report:

“Many states may be entitled to refunds for retroactive pay-
ments of FICA on sick leave under the three-year statute of limi-
tations. New Jersey anticipates a savings of $3 mzllwn a year and

the state kas claimed e‘etroactwe adjustments :

27. INADEQUATE SUDDEN DEATH INVESTIGATIONS™

- Inits 175-page critique of sudden death investigations, the Com-
‘missicn’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 forensiec pathologists
as regional medical examiners. The Commission’s inquiry demon-
strated that a professionally adequate medical examiner funetion
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 municipal police,
particularly to achieve a more coordinated investigative relation- -
ship with qualified medical examiners than now exists.

During 1980 proposed revisions of the State Medwal E’mammers
Act, ond related statules, were being developed by Deputy Attorney
'Geﬂeml Wiiliam F. Bolcm, Jr., chief of the Criminal Justice’s
Division of Educational and Legislative Services, and State

* See New Jersey State Commission of Investigation “Report and Recommendations on
the Investigation of Sudden Deaths,” issued in November, 1979,
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CHledical Eeuminer Robert Goode. I'h< se propesals will be subject
to further yeview by the Governor’s office, county proseculors and
ancdicel emamuiers, and ihe SC], prior o submzsswn by the
Gouw nor of a ?c]’mm bzll to the Legzelaiu're

28, QUESTICNABLE FPurLic INSURANCE PRACTICES BY
GOVERMENTAL ENTITIES

Follow ving a three-day phblic bearing, the Commission issued a
367-page report on public insurance problems and abuses in 1980.
(;oplec of this 1ep01t are nvaﬂable at the Commission’s office. _

29, (OreaNiZED CRIME INHLTRATION OF DENTAL CARE -
ORGANIZATIONS -

A three- dey public hearing in December, 1980 climaxed an -
S.CJ. investigation that confirmed the incursion of organized
crime elements into dental care plans negotiated by private entre-
prencurs with certain Jabor unions. See Pp. 49-52 of this annual -
report. Copies of the Commission’s full report are avallable at
the Comlmssmn s office. : o

30. INVESHGAT}ON of THE NEW JERSEY HOUSING
FINANCE AGENCY ' _
*'The Commission jssued its repcrt on its HFA probe in April,

1981." Copies are available at the Commission’s ofﬁce Also see
P 53 of this annual report. -
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AI.’PE-NDIX II '-
S.C.I1. STATUTE_

New J erseg," Statutes Anmotated 52:9M-1, Et Seq.
L. 1968, C. 266, as amended by I.. 1969, C. 67,
1..1970, C. 263, 1. 1973, C. 238, and L. 1979, C. 254.

52:9M-1, Of'eation; members; appointment; chairman; terms;
salaries; wvacancies. There is hereby created a temporary State
Com_m:lssmn of Investigation. The Commission shall con31st of -
four members, to be known as Commissioners. :

Two members of the Commission 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 8 years and until the appointment and

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

The members of the Commission a.ppomted 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. :

Tach member of the Commission shall receive an annual sa.lary
of $15,000.00 until January 1, 1980, when each member of the
Commlssmn shall receive an annual salary of $18,000.00. Each
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 unexplred
term in the same manner as original appointments. Vacancies in
the Commission shall be filled by the appropriate appointing an-
thority within 90 days. If the appropriate appointing authority
does not fill a vacancy within that time. period, the vacancy shall

be filled by the Chief Justice of the Supreme Court within 60 days.
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A va caney in the Commlselon ehall not impair the right of the
remeining members to exercise all the powers of the Commission.

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

: Notwﬁhstandmg ‘the provisions ‘of section 1 of this act (C.
B2 :QM»I) and in order to effect the staggering of terms of members
of the Commission notwithstanding the term for which they were
originally appointed, the terms of the members appointed after
December 1, 1978 shall be as follows: the first member appointed
by the Governor, 36 months; the second membér 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 .
" Generzl Assembly, 24 months. Thereafter, the terms of the mem-
- bers'shall be as pro\lded‘m P.L. 1968, C. 266, 8.1 (C. 52:9M-1)..

- 52:8M-2. Duties and powers. The Commission shall have the duty *
and power to conduct investigations in connection with:

a. The f.;lﬂlflﬂ execution and effective enforcement of the laws
of the State, with particular reference but not limited to orgamzed
erl_me and racketeemng, '

b ’f‘he conduct of pubhc officers and publie emplovees, and of .
oﬁcers and employees of public corporations and authorities;.

" e. Any matter concerning the pubhc peace; pubhc safety and
__pubhc justice.

52; 9M 3. Ac’dztwwal a’*uz‘zes At the dn*ectmn of the Governor or
by concurrent resolution of the Leglelature the Commission shall
conduet 1 my extigations and otherwme assist in connection with:

a. The removal of public officers by the G‘rovernor,

.-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 Legis-
lature with respect to changes in or additions to existing pro-

the law;. :
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d. The Legislature 8 consideration of changes.m or additions to
existing provisions of law reguired for the more effective a,dIl'llIllb-
iration and enforcement of the law. :

52:0M-4, Investigation of management or affairs of state depafrt-
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, cornmission, authoritv or other ageney
created by the State or to which the State is a party, the Com-
mission shall investigate the manaqement or affairs of any such
department, hoard, bureau, commission, authority or other agency;
provided, however,.that if the Commission determines that the
requests for investigations from the Legislature, the Goverror or
the head of any department, hoard, bureau, commission, authority
or other agency created by. the State, or to which the State is a
party, exceed the Commission’s capacity to perform such investi-
gations, they may, by resolution, ask the Governor or the Attorney
General or the Legislature in the case of a Legislative request, to
review those requests upon which it finds itself unable to proceed.

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

The Commission shall, within 60 days of holding a publie hear-
ing, advise the Governor and the Legislature of any recommenda-
tions for administrative or Legislative action which they. have
developed as a result of the public hearmg

Prior to malxlng any recornmendations concerning a bill or reso-
lution pending in either House of the Legislature, the Commission
shall advise the sponsor of such bill or resolution and the chairman
of any standing Legislative Committee to which such bill or reso-
lution has been referred of such recommendations.

52:9M-5. Cooperation with law enforcement officials. Upon re-
quest 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 their official powers

and duties. -
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52:0M-6. Cooperation with Federal Government. The Cominis-
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. Egomination into law enfo'rcement a,]j"ectmg other_
states. The Commiseion shell examine into matters relating to law
enforcement extending across the boundaries. of the State into
other states; and may ccnsnlt and exchange information with
officers and agencies of cther states with respect to law enforce-
ment p’rob}emc of mntusal concern to this and other states.

52:0M-8. Reference of evidence o other oﬁiczals. ‘Whenever ﬂle
Commisgion or any enﬁployee of the Commission obtains any infor-
mation or evidence of & ressonable 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 misconduect, the information or evidence of such crime or mis- .
conduct shall be called to the attention of the Attorney General
as soon as practicable by the Commission, unless the Commission
shall, by majority vote, determine that special circumstances exist =
which require the delay in transmittal of the information or evi-
dence. However, if the Commission or any employee of the Com-
mission obtaing any information or evidence indicating a reason-
able poseibility of an unsuthorized disclosure of information or a
viclation of any provigion of this act, such information or evidence
shall be immediately brought by the Comm1ss:|on to the attentmn
of the Attorney General

52:0M-9. Ezecutive dir ector; counsel; employees. The Commis-
gion ghall be aunthorized to appomt and employ and at pleasure re-
move an Executive Director, Counsel, Investigators, Accountants,
and such cother persons ag 1t may deem TECESSary, Without regard
to Civil Service; and fo determine their duties and fix their salaries
or compematlon within the amounts appropriated therefor. Investi-
gators and accountants appointed by the Commission shall be and
have all the powers of peace officers.

52:9M-10. Annual report; recommendatwns other repo*rts The
Commission shall make an annual report to the Governor and.
Legislatore which shall include its recommendations. The Com-
misgion shall make gueh further interim reports to the Governor

and Legislature, or either thereof, as it _shall deem advisable, or —

as shall he required by the Governor or by concurrent resolution
of the Legislature, L : '
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s2:oMort Information to public, Dy el menns nnd 1o such
extent as il shedl decm npproprinte, the Commission shall keep the
public informed as 1o the :)|'|'(r ations of organized erime, problems
of ¢riminal law enforeement Jn the Slate a,nd other acti\’ltles of dle
Commission.

52:9M-12. Ada’u‘zoml powers; warrant for arrest; contempt of

court. With respect to the performance of its functions, duties and

powers. and subject to the limitation contained in paragraph d.
- of this section, the Commission shall be anthorized as foliows:

a. To cenduct any investigation suvthorized by this act at any
Place within the State; and to maintain offices, hold meetings and
function at eny place mthm the State as it may deem necessary; -

: To conduct private and public hearings, and to designate a
member of the Commission to preside over any such hearing; no
public hearing shall be held except after adoption of a resolution
by majority vote, and no public hearing ghall be held by the Com-
misgion until after the Attorney General and the appropriate .
county prosecutor or prosecutors shall have been given at least
7 days written notice of the Commission’s intention to hold such a
public heari ing and afforded an opportunity 1o be heard in respect
to any objections they or either of them may have to the Com-
nnsc:lon s holding suoh a hearing;

c. To administer caths or affirmations, subpoena witnesses, com- -
~pel their attenidance, examine thém under oath or affirmation, and
require the produetion of any books, records, documents or other
‘evidence it may deem relevant or matemal to an investigation; and
- the Comimnission may designate any of its members or any member
of its staff to exermse any such powers; .

d. Unless otherwise instracted by a reso]utmn adopted by 2
m&JOMfV ‘of the members of the Commission, every witness attend-
ing before the Commission shell be examined privately and the
Commission shall not meke 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-

vation previously undertzken by a majority of the members of the
Camuussmn, with one Commissioner present, when so demgnafed

by resolution; .
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\\!“llt HMAH nnnllmltutf fo nhpenr I EIHN Hm (V'mlllltllwi'nm n]ml!

El( (Hflfll(] lo reeeive Hha snne fees nnd 1111!|H AR ]n rkml‘-. K-
Cmoned Lo leslify in (he courly of the Shite.

1y person sabpoenaed pursnant to this section shall negleet

or reluse Lo obey the commuand of the sahpoena, any judge of the

Superior Conrt or of o eornty courl or any Munieipal Magistrate -
may, on proof by affidavit of serviee of the subpoena, payment or
tender of ihe Tees required and of refusal or neglect by the person
to obey the command of the sutbpoena, issue a warrant for the
arrest of said person to bring him before the judge or magistrate,
who is authorized to proceed agamet feuch perton as fora contempt
of court. : .

No person may be reqmred to appesr at a hearmg or to testify
&t a hearing unless there hes. been personally served upon him
prior to the time when he is required to appear, a copy of P. L.
- 1568, C. 266 as amended and supplemented, and a general state-

ment of the subject of the investigation. A copy of the resolution,
. etatute, order or other provision of law authorizing the investiga-
tion ghall be furnished by the Commission upon request the:refor .
by the person summoned. : "

A witness summoned to a hearmg shall have the nght to be’
accompcm1 ied by counsel, who shall be permitted to advise the wit-
ss of his rights, Lub,]ect to reasonsble limitations to prevent

cbctructlon of or interference with the orderly conduct of the .

hearing. Counsel for any witness who testifies at a public hearing -
- may submit proposed questicns to be asked of the witness relevant -
. to the matters vpon which the witness has been questioned and the

Commission shall ask the witness such of the questlons as it may -

deem appropriate to its inquiry.

A complete and accuraté record chall be Lept of ‘each publie
hesring -and a witness shall be entitled to receive a copy of his
festimony at such hearing at his own expense. Where testimony
which a witness has given 2t 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 festimony, at his own -
expense, provided the same is available, and provided further that

the furnishing of such copy will not prejudlce the pubhc safety or .

security.
" A witness who testifies at any. hearing shall have the right at

| __the econclusion-of his-examination-to-file-a brief sworn statement"f_"".'if

relevant to his testimony for mcorporatmn in the reeord
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The Connnission shall volilv any person whose name the Come

mission helieves will be nientioned at o publie hearing, Any person
whose name is mentioned or will he mentionsd or who s specifieatly

identificd and who helieves that testimony or other evidenee given
at a public hearing or comment made hy any member of the Com-
mission or its connsel at such 2 hearing tends to defame lim or
otherwise adversely affect his repntation shall have the right,
either in private or in public or hoth at a reasonably convenient
time to be set by the Commission, te appear personally hefore the
Commission, and testify in hiz own behalf as to matters relevant

to the testimony or other evidence complained of, or in the alterna--

tive, fo file a statement of facts under oath relatmg solely to
matters relevant to the testimony or other evidenee comp]alned
of, which statement shall be incorporated in the record.

Nothing in this section chall he construed to prevent the Com-
missicn from granting to witnesses appearing before i, or to
persons who claim to be adversely affected by testimony or other
ev1denc,e adduced before it, such further rights and privileges as
it may determine. : .

52:9M-13. Powers and duties unaffected. Nothing contained in "

Sections 2 through 12 of this act [¢hapter] shall be construed to
supersede, repeal or limit any power, duty or funetion of the
Governer or any department or agency of the State, or any
-political subdivision thereof, as preseribed or defined by law.

£2:90M-14. Reguest and receipt of assistance. The Commission
may request and shall receive from every department, division,
board, bhurean, commission, authority or other agency created by
the 'tate, or to which the State is a party, or of any political sub-
division thereof, cooper ation and ass.Ic_tance in the performance of
its duties.: o -

52:6M-15, Disclosure forbidden; staiements absolutely privi-
leged. 2. 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 mvestigation, 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
a.ppoxnt one or more of the Commissioners the name of any witness
exemined, or any information chisined or given upon sueh examina-
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tion or investigation, excepl as direcled by the Governor or Com-
mission, or any person other than nomember or emploves of tho
Comntigsion or any person enfifled Lo assert o tegnl privilege who,
coming inlo 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
lcnowledge and to deliver to the Attorney General and the Com- .
misgion 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 de@ree. Any
member or employee of the Commission who. shall. wolate this
gection shall be dlsnll sed from }n': ofﬁce or dlscharged_ from Iu:.
employment. - '

b. Anv ctatement made bv & memher of the Commission ot an
employee thereof relevant to any proceeding before or 1nvest1ga-
tive activities of the Commission shall be absolutely privileged and
such pnw]ege chall be a complete defenee to any. actlon for hbe.l
or slander. .. R St R A

¢. Nothing contazned in ﬂus see’uon chall 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 qtandmg reference committee thereof, pursuant to a
_IGQO]LtLOn duly adopted by a standing reference cornnittee or pur-
svant to a duly authorized subpoens or subpoena duces tecun,
provided, hewever, that nothing herein shall be deemed to preclude
the Conmmission fr m seeking from a court of eompetent jurisdie-
tion a protective order to avmd comphance Wlth such subpoena or
duces tecum ' ' - S :

‘2 f‘M-'fé‘ I'mpou m"mg eﬂ“}’wb?is actw'n by Supemor C‘owrt Unon
the zpplication of the Commission, or a duly anthorized member of .
its siaff, the Superior Court or & mdge thereof may impound any
exhibit marked in evidence in any public or private hearing held in
connection with an investigation conducted by the Commission,
and may order such exhibit to be retzained by, or delivered to and
placed in the castody of, the Commission. When so impounded such

“exhibits shall not he fglxen from the custody of the Commission,

except upon further crder of the court made upon 5 days notace _

to the Commission or upon its apphcatlon or w1th 1ts consent.’

t.he course of any 1n\'e.st1ga.t10n or heanng condueted b‘y th_e Com-,
mission pursvant to this act, 2 person refuses to answer a question.
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or questions or produces evidenee of nuy kind on the gronnd that
he will be exposed to ertminal proscenlion or penally or to a
forfeiture of his estate therehy, the Conmission may order the
person 1o answer the quesiion or guestions or produce the re-
quesied evidence and confer immunity as in section provided.
No order fo answer or produce evidence with irmmunity shall he
made except by majority vote and after the Attorney General and
the appropriate county prosecutor shall have heen given at least
7 days writlen notice of the Commission’s intention to issue such
order and afforded an opportunity to be heard in respect to any
chjections they or either of them may have to the granting of
immunity. c
b. If vpon issvance of such an order, the person complies there-
with, he skall be immune from having such responsive answer
given by him cr such respounsive evidence produced by him, or
evidence derived therefrom vsed to expose him to eriminal prosecu-
~tion or penslty or to a forfeiture of his estate, except that such
person may nevertheless be prosecuted for any perjury committed
in such answer or in producing such evidence he prosecuted for
willful refusal to give an answer or produce evidence in accordance
with an order of the Commission pursuant to Section 13, or held
in eontempt for falhng to give an answer or produce exrldence in
eccordance with the order of the Commissicn pursuant to Section
11; and any such answer given or evidence produced shall be
edmissible against him upon any eriminal investigation, proceed-
ing or trial againet him for such perjury, or upon any investiga-
tion, proceeding or trial ageinst him for such contempt or willful
refusal to give an answer or produce emdence in aceordance with
&n order of the Commission.
¢. If the Commission proceeds against any witness for contempt
of court for refusal to answer, subsequent to a grant of immunity,
said witness may be incarcerated at the descretion of the Superior
Court; provided, however, that (1} no inearceration 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 L,uperior Court; and (3) nothing contained herein
shall be deemed to limit any of the vested cons‘mtutlonal Tights of
any witness before the Commission,

AI}}’ person who shall willfully refuse to answer a question or
questions or produce evidence after being ordered to do so by the
State Commission of Investigation in accordance with the aet to
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which this act is 2 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 section shall be eligible for parole: or reconsideration

~ of sentence upon a showing that after imposition of the sentence

he testified or furnished the required evidence at a time when:the -
Commission’s needs were substantially met. Action against such
person shall ensue upon a complaint signed by:the chairman upon
Tesolation 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 tlns
et shall be stayed pending the disposition of any review on appeal
of the Commission’s order to testify and the indietment shall be
dismissed if the order to testify is set aside on appeal or if, within "
30 days after the order to testify is sustained on appeal the

~defendant notifies the Commission that he will comply with the
order and does 80 promptly upon bemg afforded an opportumty tn
-do s0. - !

Any period of mcareeratlon for contempt of an order of the ,
Connnlssmn shall be credited against any period of imprisonment
to which a defendant ig sentenced pursua.nt to subsectlon 8 of this"
sectton '

- $2:9M-18. Severability; effect of partial iﬁvalid’ity; If any sec-
tion, clause or portion of this act [chapter] shall be unconstitu- .

tional or be ineffective in whole or in part, to the extent that it = - -

is not unconstitutional or ineffective it shall be valid and effective. -
and no other section, clause or prov1smn shall on account thereof o
- be deemed 4invalid-or meffectlve R S p

52:9M-19. Jomt com?mttee of legislature to review activities.
Commencmg in 1982 and every 4 years thereafter, at the first -

annual session of a 2-yéar Legislature, within 30 days after-the -~

organlzatlon of the Legislature, -a joint committee shall be estab- -
lished to review the activities of the State Commission of Investi- -
-gation for the purpose of: (a) determining whether or not P. L,
1968, C. 266 (C. 52:9M-1 et seq.) should be repealed, or modified,
and (b) 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 appomted by the President of the Senate, no more: than one of:".
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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 mere than two of whom shall
be of the same political party. '

52:0M-20. This act shall take effect immediately and remain i
effect until December 31, 1984. L _ '
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