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FOREWORD

The New Jersey State Commission of Investigation became a
legal entity December 81, 1968 and by the spring of 1969 was fully
staffed and operational, Since then, its investigations have ex-
tended over a wide range of Commission jurisdictions, from the
conduet of public officials and employees to official corruption and
organized crime.

The Commission believes its third annual report is an appro-
priate time to set forth a summary of its major activities to date.
The Commission views the record of past accomplishments ag a
springboard to a continued and concerted effort to serve the publie
interest in helping to assure the full and faithful execution of the
laws of the State of New Jersey.






ORIGIN AND SCOPE OF THE COMMISSION -

- The New Jersey State Commission of Investigation was an out-
growth of extensive research and public hearings in 1968 by a Joint
Legislative Committee to Study Crime and the System of Criminal
Justice in New Jersey.

The Comumittee, headed by then State Senator and now Congress-
man Kdwin B. Forsythe, was under direction to find ways im-
mediately to meet a serious and growing crime problem in New
Jersey.

Among the sworn testimony that Committee heard was a state-
ment by a law professor, with prior U.S. Justice Department
experience, that organized crime could get almost anything it
wanted in New Jersey through official corruption.

The Committee’s final product was a series of major recom-
mendations for improving the administration of eriminal justice.
One of those recommendations was for a high level commission
patterned after the New York State Commission of Investigation
then in its 10th year and nationally recognized for its probes into
organized crime, corruption and other matters relating to the full -
and faithful exeention of the laws of that State.

The Forsythe Committee found that New Jersey’s crime fighting
pose could “‘benefit immensely from the continued presence’’ of a
small but expert investigative body like the New York commission.

Creation of state-wide investigation commissions was also rec-
ommended by the President’s Commission on Law Enforcement
and Administration of Justice in its report, The - Challenge of
Crime in a F'ree Society. The report, widely circulated, stated:

States that have organized crime groups in opera-
tion should create and finance organized erime in-
vestigation commissions with independent, perma-
nent status, with an adequate staff of investigators,
and with sabpoena power. Such commissions should
hold hearings and furnish periodic reports to the
legislature, (Gfovernor, and law enforcement officials,

1



The Forsythe Committee Report called for a four-member non-
partisan Commission of Investigation with the broad jurisdiction
of the New York Commission, and a similar structure. The report
concluded that ‘‘this commission will provide a significant, in-
dependent watchdog for the entire system of administering
criminal justice in New Jersey.””

The bill creating the New Jersey Commission of Investigation
was introduced April 29, 1968 in the Senate. Legislative approval
of that measure was completed September 4, 1968. The bill ereated
the Commission for a five-year term ending December 31, 1974
It is cited as Publie Law, 1968, Chapter 266,

The primary and paramount statutory respongibility vested 1n
the Commission is set forth in Section 2 of the Act. It provides: .

2. The Commission shall have the duty and power
to conduet investigatons in connection with:

a. The faithful execution and effective enforcement
of the laws of the Siate, with particular reference
but not limited to organized crime and racketeering;

b. The conduct of public officers and public em-
ployees, and of officers and employees of public cor-
porations and authorities;

c.. Any matter concerning the public peace, public
safety and public justice.

Further, Section 3 provides that at the direction of the Gov-
ernor or by concurrent resolution of the Legislature the Com-
mission shall conduet investigations and otherwise assist in con-
nection with: (a) the removal of public officers by the Governor;
{(b) the making of recommendations by the Governor to any other
person or body, with respect to the removal of public officers;
(¢) the making of recommendations by the Governor to the Legis-
lature with respect to changes in or additions to the existing pro-
visions of law required for the more eftectwe enforcement of the
law.

Thus if can be seen that the Commission, as an investigative,
fact-finding body, has a wide range of statutory responsibilities.
It is highly mobile, may compel testimony, and has authority to
confer immunity on witnesses. However, the Commission does
not have nor does it exercise any proseeutomal funections.
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One of the Commission’s prime responsibilities, when it ancovers
irregularities, improprieties, misconduct or corrption, is to bring
the facts to the attention of the public. The objective is to insure
corrective action. Instances of that objective being achieved are
included in the section summarizing the Commission’s major ac-
tivities to date.

The importance of public exposure was put most succinetly by
a-news analysis article in the New York Times on a gambling and
law enforcement probe by the New York Commission. The article
applies with equal pertineney to the work of the New Jersey Com-
mission. The article stated in part:

Some people would put the whole business in the
lap of a Distriet Attorney, arg’umg that if he does
not bring mdmtments there is not much the people
can do. :

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

Instead, the Commission hag been charged by the
Legislature to check on, and to expose, lapses in the
faithful and effective porf(nmance of duty by pubhc
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 laxity, in-
efficiency, incompetence, waste and other failures in
‘the work for which it pays? ' -



- RESUME OF THE COMMISSION’S MAJOR ACTIVITIES
AND INVESTIGATIONS TO DECEMBER 31, 1971

In describing the activities summarized herein as major, it is
meant that they required substantial time and effort and, where
appropriate, resulted in a public hearing or a report or both.

Since the following activities have been discussed fnlly in pre-
vious reports or are discussed in subsequent sections of this report,
only a brief statement about each iz set forth in chronological
order. ‘

1. ORGANIZED CRIME*

The Commission in June, 1969 began subpenaing individuals
idemtified by law enforcement authorities as leaders and members
of organized crime in New Jersey. The purpose of this effort has
been to try to get a firsthand, detailed picture of organized crime’s
operations from the mouths of those said to be in the Mafia, -
especially the relative importance of the syndicate’s various
sources of money, how that money is handled and dispersed, and
how the power structure works and is changed from time to time.

The Commission believes that once individuals have been granted
witness immunity, a proper balance has heen struck between pro-
tection of individual rights and the right of the public to know as
much as possible about the underworld’s operations. .

However, eight men identified as organized crime operators in
New Jersey, including four reputed Mafia chieftans, have to date
elected to go to jail rather than answer with witness immunity
the Commission’s questions. '

In each case, they have been cited for civil contempt of the
Commission. They may at any time free themselves by purging
the contempt through giving responsive answers to the Commis-
sion’s questions. The responses to date have been legal challenges
to the witness immunity section of the statute creating the
Commission.

The State Supreme Court has upheld the Commission’s witness
immunity powers but the matter on appeal is now before the
United States Supreme Court. ‘

- *See Pages 11 through 14 of this report.



2. RECOMMENDATIONS ON THE GARBAGE INDUSTRY®

* The Legislature, early in 1969, passed a joint resolution request-
ing the Commission to look into the garbage industry and make
recommendations for possible corrective action at the state level.

The Commission subsequenily undertook a probe of certain
practices and procedures in that industry. The investigation ended
with two weeks of private hearings, coneluding in September, 1969.
A public report was issued in October of that year.

A principal finding of the Commission was that the provisions
and practices of some garbage industry trade associations dis-
couraged competition, enconraged collusive bidding, and preserved
‘allocations of customers on a territorial basis. Unless the vice of
customer allocation is curbed by the state, more and more mu-
nicipalities will be faced with the situation of receiving only one
bid for waste collection, the Commission concluded. '

The Commission recommended legislative action leading to a
statewide approach to control of the garbage industry. Specifie
recommendations were:

Prohibit customer territorial allocation, price fixing and collusive
bidding; provide for licensing by the state (to the exclusion of
municipal licenses) of all waste collectors in New Jersey, and
prohibit discrimination in the use of privately owned waste dis-
posal areas.

The recommendations were along the lines of subsequently
enacted state laws, including the new solid waste control acts.

3. INVESTIGATION INTO THE AFFAIRS OF THE CITY OF LONG
BRANCH®*

The New Jersey shore city of Long Branch had since 1967
been the focus of publicized charges and disclosures about the in-
fluence of organized crime. One charge was that a Mafia leader,
Anthony ¢“Little Pussy’’ Russo, controlled the mayor and the city
council. Official reports indicated mob figures were operating in an
atmosphere relatively secure from law enforcement.

= Qee New Jersey State Commission of Investigation: A Report Relating to the Garbage
Industry, October 7, 1969,

%% See State of New Jersey, Commission of Investigation, 1970 Annual Report, issued
February, 1971,



The Commission began an investigation of Long Branch in May,
1969. The exhaustive probe culminated with public hearings in the
spring of 1970. Among the major disclosures of those hearings
were :

That a Long Branch city manager was ousted from that job by
the city council after he began taking counteraction against
organized crime’s influence.

That Russo offered to get the city manager job back for that .
same person if he would close his eyes to underworld influences and
act as a front for the mob. :

That impending police raids on gambling establishments were
being leaked in time to prevent arrests degpite the anti-gambling
efforts of a then honest police chief. That police chief’s widow
told the Commission of threats to and harassment of her husband
until his death in 1968,

That the next police chief lacked the integrity and will to in-
vestigate organized crime and attempt to stem its influence.

After the Commisgion’s public hearings, the police chief resigned
and the electorate voted in & new administration. The Agbury Park
Press commented editorially that the Commission’s hearings did
more good than four previous grand jury investigations.

4. INVESTIGATION INTO THE ADMINISTRATION OF THE
MonmouTH COUNTY PROSECUTOR’S OFrFICE*

~ The Long Branch inquiry quite naturally extended to the Mon-

mouth County prosecutor’s office, since the prosecutor had prime
responsibility for law enforcement in his county., This probe de-
termined that a disproportionate share of authority had been vested
in the then chief of county detectives. Twenty-four hours after the
commission issued subpenas in October, 1969, the chief commitied
smicide. '

Publie hearings were held in the winter of 1970. Testimony
showed that a confidential expense aceount supposedly used for
nine years by the chief of detectives to pay informants was not
used for that purpose and could not be accounted for. '

* See State of New Jersey, Commission of Investigation, 1970 Annual Report, issued
February, 1971, : .



The testimony also detailed how that fund was solely controlled
by the chief with no county audit and no supervision by the county
prosecutor. Tn faet, the then county prosecutor testified he signed
vouchers in blank, and without the knowledge they were to be
used to pay informants.

The Commission, after the hearings, made a series of recom-
mendationg to reform the county prosecutor system. A! principal
recommendation was for fulltime prosecutors and assistants. A
state law has since been enacted providing for fulltime prosecu-
torial staffs in the most populous counties of New Jersey.

5. INVESTIGATION INTO THE PRACTICES OF THE STATE
DivisiON OF PURCHASE AND PROPERTY¥

. The Commission, in February, 1970, began investigating charges
of corrupt practices and procedures involving the State Division
of Purchase and Property and suppliers of state services. Public
hearings on that matter were held in the spring of that year.

Public testimony showed payoffs to a state buyer to get cleaning
contracts for state buildings, rigging of bids on state contracts,
renewal of those contracts without bidding, unsatisfactory per-
formance of work called for under state contracts, and illegal con-
tracting of such work.

After the investigation, the state buyer was dismissed from his

job and a number of state bidding and purchasing procedures were

" changed. The Commission commended officials of the Purchase and

Property Division for their cooperation in the probe and for
moving so quickly to tighten procedures.

6. INVESTIGATION INTO THE BUILDING OSERVICES AND
MAINTENANCE INDUSTRY*

The probe of the Division of Purchase and Property brought to
the Commission’s attention anticompetitive and other improper
practices and influences in the building service industry. A followup
investigation was carried out with public hearings being held in
June, 1970,

# See_ State of New Jersey, Commission of Investigation, 1970 Annual Report, issued
February, 1971, S
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Testimony showed the existence of a trade organization designed-
to thwart competition by limiting free bidding and enterprise. The
hearings also revealed that a union official with associations with
organized crime figures was the real power in the trade organiza-
tion and that coerced sales of certain products and/or imposition .
of sweetheart contracts were sometimes the price of labor peace.

Another disclosure was that a major organized crime figure in
New Jersey could act as arbiter of disputes between some cleaning
companies. '

The information developed in this probe was forwarded fo the
U. S. Congress’ Select Committee on Commerce in response to that
panel’s request for aid in investigating infiliration by organized
crime into interstate commerce.

7. INVESTIGATION OF THE HupsoN COUNTY MosqurTo
EXTERMINATION COMMISSION*

During 1970 the Commission received complaints about possible
corrupt practices in the operation of the Hudson County Mosquito
Extermination Commission. The subsequent investigation led to
public hearings at the close of 1970. :

The mosquito commission’s treasurer, almost totally blind,
testified how he signed checks and vouchers on direction from the
agency’s executive director. The testimony also revealed shake-
down type payments made by the New J ersey Turnpike and other
organizations with projects or rights of way in the Hudson
meadowlands, the existence of a bank account kept secret by the
commission’s executive director from the panel’s ountside anditors,
and kickback payments by contractors and suppliers of up to 75 per
cent of the amounts received under a fraundulent vouncher scheme,

The results of the SCI’s probe and hearings formed the basis
for subsequent indictments of the mosquito commission’s executive
director, his two sons and others. The director in late 1971 pléeaded
guilty to embezzlement and the sons pleaded guilty to conspiracy.
All three were awaiting sentencing at the time thig report went to
press. Another result of the probe was the abolition of the
mosquifto commission.

*See State of New Jersey, Commission of Investigation, 1970 Annual Report, issued
February, 1971.



8. INVESTIGATION INTO THE MISAPPROPRIATION OF FUNDS
IN THE GOVERNMENT OF ATLANTIC COUNTY*

The Commission in 1970 was asked to make a thorough investiga-
tion of the misappropriation of public funds that came to light with
the suicide death of an assistant purchasing agent in Aflantie
County government. '

Throughout much of 1971, an extensive field investigation was
made by the Commission’s staff and a series of private hearings
was held by the Commission. The Commission in December of
that year issued a detailed public report which documented in sworn
testimony a violation of public trust and a breakdown in the use
of the powers of county government, including an inadequate and
questionable investigation by some county officials.

The report stressed a series of recommendations for more
stringent and vigorous auditing standards and procedures to insure
more fiseal integrity in the affairs of county and local governments.

9. INVESTIGATION INTO THE DEVELOPMENT OF THE POINT
BREEZE AREA OF JERSEY CIry**

The lands that lie along the Jersey City waterfront are some of
the most valuable and economically important acreage in the state.
The Commission, in the spring of 1971, began an investigation into
allegations of corruption and other irregularities in the develop-
ment of the Point Breeze area of Jersey City as a containership
port and industrial park.

The investigation showed that that particular development,
nndertaken by the Port Jersey Corporation, could offer a classie
and informative example of how a proper and mneeded urban
development project could be frustrated and impeded by improper

procedures.

Public hearings were held in October, 1971. Testimonial dis-
closures included a payoff to public officials, improper receipt of
a real estate commission, and irregular approaches to the nse of
state laws for blighting urban areas and granting tax abatement.

* See Report on Misappropriation of Public Funds, Atlantic County, a Report by the New
Jersey State Commission of Investigation, December, 1971, See also Pages 20 through
22 of this report.

#*k See Pages 23 throngh 53 of this report.
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" The hearings led to development of recommendations by the
Commission: for helping to spur the proper and productive develop—
ment and redevelopment of valuable lands in New Jersey. Those
recommendations are ouflined i n detaﬂ in a subsequent SBGtIOIl of

this report
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CONTINUED CONFRONTATION

Two back-to-back homicides in Hssex and Union counties in
Tebruary, 1971 were believed by law enforcement authorities to
stem from incipient gangland warfare between organized crime
groups. ‘

The Commission, after consultation with the Kssex County
prosecutor’s office and the office of the chief of Newark Police,
decided to bring in for questioning a number of ranking members
of organized crime groups in an attempt to get a full picture of
the status of rivalries and other competitive interests that breed
underworld violence.

At private hearings extending to June, 1971, four ranking Mafia
members chose to go to jail for contempt rather than answer the
Commission’s questions, even though they had been granted wit-
ness immunity. The four, all of whom were engaged in direeting
gambling and other type underworld operations, are Ralph
(Blackie) Napoli and John Lardiere, who operated in the Newark
area, Nicodemo (Little Nickie) Scarfo, whose base was Atlantie
City, and Nicholas (Nickie) Russo, who based his operations in
the Trenfon area.

Those four joined in the State Correctional Center in Yardville,
two of the four Mafia chieftans who went to that institution during
1970 for contempt of the Commission. The two are Gerardo
(Jérry) Catena and Angelo Bruno.

During 1971, another of the chieftans, J oseph (Bayonne Joe)
Zicarelli, was transferred to Trenton State Prison after he was
convicted of a Tudson County bribery conspiracy scheme. The
fourth chieftan, Anthony (Little Pussy) Russo, was transferred
to the state prison in 1970 and continues to serve out a perjury
conviction sentence in that institution.

11



LEGAL BATTLES

The protracted legal battles stemming from the Commission’s
policy of continued confrontations with members of organized
erimel came to a head in 1971.

More than 100 legal steps had to be taken by the Commission
during the year to oppose various appeals, motions for writs
of habeas corpus and numerons other proceedings by those in-
carcerated for civil eontempt of the Commission.

The year also saw the key test of the Commission’s statutory
witness immunity powers reach the United States Supreme Court.
In March, that tribunal decided to take jurisdiction on the appeal
of Joseph Zicarelli from the 1970 New Jersey Supreme Court
decision upholding the 1968 statute which created the Commission.

Counsel for Zicarelli filed a brief with the U.S. high court in
April. The brief of the Commission was submitted to that tribunal
in July by Andrew F. Phelan, exceutive director, with the Com-
mission’s associate counsel, Hdward A. Belmont, of counsel and
on the brief. f

The Commission’s brief disputed Zicarelli’s argument that only’
transactional or total immumity from subsequent prosecutions
could suffice to snpplant the Fifth Amendment gnarantee that ‘“no
person shall be compelled in any criminal case to be a witness
against himself.”’ Y

- The Commission argued that a person elaiming his Fifth Amend-
ment privilege to remain silent was not immmme from further
prosecutions developed without the use of his testimony. There-
fore, the Commission concluded, a holding for transactional or
total immunity was wastefully broader than the constitutionally
guaranteed privilege and, to that extent, was not an even exchange
but rather a gratuity to crime.

The Commigsion argued further that a fair and even exchange
- was provided for in the Commission’s existing statutory powers
which provide for giving immunity from use of all re-
- sponsive answers and any cvidence directly or indireetly derived
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therefrom. This is.the ‘“‘use plus fruits’’ doctrine which leaves
room for future prosecutions generated independently from com-
pelled testimony or its fruits, with the burden of proof om the
state to show total lack of taint in any subsequent prosecution.

The Zicarelli appeal was to have been argued before the U.S.
Supreme Court in October, 1971. But due to the retirement of
Justices Black and Harlan, the arguments were postponed to
January, 1972. Mr. Phelan and Attorney General George F.
Kugler Jr., as amicus curiae for the State of New Jersey, appeared
before the high court in Washington on January 11 to argue for
“use plus fruits”’ witness immunity. ' '

Tn his argument before the high court, Mr. Phelan acknowledged
the econtention of Zicarelli’s counsel that a witness must be placed
in no worse position than if he had remained silent under the Fifth
Amendment. However, Mr. Phelan added, ‘‘If none of the testi-
mony he (a witness) gives, plus its fruits, can be used against him,
how can the witness be in a worse position?”’

~ Mr. Phelan also argned that sinee the court’s 1892 Counselman
case ruling that held for transactional immunity, the court has
developed a new body of law that now makes ‘‘use plus fruits”’
immunity co-extensive with the Fifth Amendment privilege.

He called the Commission’s statute and its witness immunity
provision a ‘‘new and necessary’’ law in that it allows states to
take action against crimes committed by the same individual when
they come to light in other jurisdictions. He called ‘‘nse plus
fruits”’ immunity particularly important in cases ‘‘when we do
not realize how wide the conspiracy is and another prosecutor in-
vestigating in the same jurisdiction discovers more about it.”’

- Mr. Kugler, in his argument before the court, reminded the

justices that the states still carry the great burden of crime fighting.
He added that one of the most powerful weapons in the states’
arsenal is the use immunity type statute. Mr. Kugler said that in
recent times, many cracks have appeared in the dike of the court’s
former stand that transactional immunity must hold sway. Those
cracks, be concluded, open the door to upholding of a ‘‘use plus
fruits’’ standard as sufficient.

The Attorney General said that there are ‘‘very important in-
terests’’ at stake in the maintenance of ‘‘use plus fruits’’ statutes.
" For example, he noted that his office had developed a half-dozen
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prosecutions of Ziearelli and was prepared to defend the inde-
pendent nature of those prosecutions had Zicarelli testified with
immunity before the SCL , .

Mr. Kugler disputed the notion that nse immunity is too rich for
the states’ blood. He argned that the states will use it effectively
and that with the greatly broadened defense discovery - powers,
counsel can make sure that a man does not condemmn himself out of
his own mouth. '

At the time this annual report went to press, the U. S. Supreme
Court had not issued a decision in the Zicarelli appeal:

The court’s decision in this matter is particularly cfuoia,lurbe—
cause it decides the fate not only of the witness immunity section
of the Commission’s statute but also a similar federal statute. -

The attorneys general from 23 other states felt the maintenance
of ‘‘use plus fruits’’ immunity was so important that they joined
in the amicus curiae brief filed by Mr. Kugler with the high court.

Angelo Bruno, in the spring of 1971, appealed a ruling by the
State Superior Court again upholding the Commission and its
witness immunity powers. The State Supreme Court certified the
appeal directly for hearing, and the matter was argued before that
tribunal May 11, 1971. The court on June 7 rendered a one sentence
decision denying the appeal with reference made to the court’s
previous decision upholding the Commission in the Zicarelli matter
in 1970. ' '

Gerardo Catena in 1971 carried his habeas corpus motion to the -
U. 8. Third Cirenit Court of Appeals. The Commission participated
in briefs and in oral arguments on that appeal which were held in
May, 1971. The court on September 2, 1971 issued a decision in
favor of transactional immunity. '

The cirenit court refused to stay its judgment pending decision
of the U, 8. Supreme Court in the Zicarelli matter. But the Com-
mission moved quickly and successfully to obtain such a stay from -
the T. 8. high court, thereby assuring the continued inearceration
of the six organized crime members in the correctional center in
Yardville. : o :
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'RESULTS FROM PREVIOUS INVESTIGATIONS

CRIMINAL REPERCUSSIONS

As summarized previously, the Commission, in December, 1970,
held public hearings based on its investigations of the Hudson
County Mosquito Commission.* The information developed by the
Clommission was turned over to law enforcement authorities and
resulted in indictments being returned during 1971 by a Hudson
County Grand Jury.

(. Harry Callari, executive director of the Commisgion; his
sons Benjamin and Ronald; his secretary, Genevieve Hill; the
Commission’s engineer, Michael Grasso, and a commission foreman,
Vito Sestone, were all indicated on charges including consSpiracy
and embezzlement.

In December, 1971 Callari pleaded guilty to embezzlement and
his sons pleaded guilty to conspiracy. They were awaiting
sentencing at the time this report went to press. No disposition had
been made of the other indictments at that same tizne.

During its 1969-70 probe of the Long Branch area®, the Com-
mission’s special agents developed detailed fiscal information amd
rvecords relating to corporations formed by Anthony (Little Pussy)
Russo, the Mafia chieftan who operated in that area.

Copies of the information and records were sent to the U. 8.
"Attorney for New Jersey in Newark and formed a key part of the
basis for a 1971 indictment of Russo on a charge of failure to file
corporate income tax returns. He subsequently pleaded guilty to
that charge. He had not been sentenced for the conviction when.
this annual report went to press. But, as previously noted, he is.
serving a State Prigson sentence for perjury.

PusLic MONEY RECAPTURED

The Commission’s staff during 1970, in part of the probe that:
eventually led to hearings on the Hudson County Mosquito Com--
mission, looked into allegations of lack of full payment to the state:

* See State of New Jersey, Commission of Investigation, 1970 Annual Report, issued
February, 1971.
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for fill in the expansion of the New Jersey Tmnplke in the
northern meadowlands area.

The Commission analysis determined that 15 million cubic yards |
of fill at an average cost of $2.61 per cubic yard had been used in
that projeet. The analysis also showed that certain amounts of
the dredged fill had not been accounted for by a major contractor.

"As a vesult of the investigation and analysis, the contractor paid
. the State of New Jersey an additional $14,211.84, After the Com-
mission had notified New York State that some one million unac-
counted for cubic yards had been dredged from that state’s waters,
the contractor paid that state an additional $156,185. 10 during 1971,

The Commission’s probe, therefore, resulted in a total of
$170,396.94 of rightfully owed money belno paid to the treasurles
of the two states.

16



PRIVATE HEARINGS AND OTHER ACTIVITIES

Private hearings are a key part of the Commission’s investiga-
tory process. They are used to followup field investigations by
the Commission’s special agents. Witnesses are examined at
length under oath, with at least two Commissioners sitting at all
times.

During 1971 the Commission held 44 private hearing sessions
at which 109 witnesses were examined. The hearings were the
basis not only for a publie hearing and public report during the
year but also laid the groundwork for additional public hearings
during 1972.

A total of 165 subpeenas were issued by the Commission during
1971 for production of public and private records and files. The
public continnes to look at the Commission as a sort of ombudsman,
and during 1971 ‘more than 50 citizen complaint letters were
received and processed.

The extensive files and expertise the Commigsion has developed
in its two and a half years of full operation have become a constant
reference point for law enforcement authon{nes from the federal
to the municipal level.

E Durmg 1971 the Congressional Seleet Committee on Commerce
requested Clommission assistance in developing information for
that panel’s investigation into infiltration of organized erime into
interstate commerce.

The Commission consulted with representatives of that com-
mittee and forwarded to that panel the Commission’s records
dealing with organized crime’s influence in the building service and
ma,mtenance 1ndustrv That information was used for part of the
public hearings held by that committee.

Representatives of the U. S. Permanent Subcommittee on In-
vestigation, headed by Arkansas Senator John L. MeClellan, sought
information from the Commission during 1971 in econnection with
that panel’s probe into organized e¢rime’s role in stolen securities
traffic. The representatives were briefed by the Commission’s
special agents and, in return, the McClellan Committee gave the
Commission the benefit of some of its confidential information.
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The Commission also received and responded to a request from
the U, 8. Interstate Commerce Commission for information about
organized crime figures in legitimate business areas.

The Commission, through its membership in the nationwide Law
Hnforcement Intelligence Unit (L. K. I. T.), responded to 75
requests from law enforcement agencies in other states for
information about crime figures operating in New .Jersey,
especially persons known to be involved in organized crime.

The L.E.LU. consists of 204 state and local police departments
and other agencies concerned with law enforcement throughout
the United States. The organization’s aim is to keep abreast of
the whereabouts and activities of suspected eriminal characters
through confidential investigations, surveillance and maintenance
of liaison with official and other sources of information:

During 1971, the Commission.in 40 instances asked for and re-
celved information from other states on the background and where-
abonts of suspected organized crime figures and operations with
possible connections to underworld activities in New Jersey.

CoNNEcTICUT ACTS

In December, 1971 the Commission was contacted by Semator
Joseph Leiberman of the Connecticut Legislature in connection
with that legislatare’s Joint Subeommittee created to inguire into
the presence of organized erime at construction sifes throughout
the state. The senator, chairman of that committee, said he was
thinking of ‘broadening the inguiry into a probe that could lead
to statewide erime control legislation.

At the senator’s invitation, Mr. Phelan, Charles D. Sapienza,
Commission Counsel, and Special Agent Cyril T. Jordan appeared
at a public hearing of Senator Leiberman’s Subcommittee on De-
cember 27, 1971 in Hartford, Connecticut. The proceedings were
covered by television, and Mr. Phelan’s testimony was telecast
throughout the state. :

Another Connecticut Senator, Jay Jackson, Chairman of the
Senate Judiciary Committee, sat in on the hearings. His com-
mittee was at the time doing research on ways to step up the pace
of crime control in Connecticut. Both Senators Leiberman and
Jackson publicly expressed admiration for the mode of operation
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and the accomplishments of the New Jersey State Commission of
Investigation.

The Lieberman Committee, just as this report went to press,
urged the Connecticut Legislature to create a State Commission
of Investigation patterned after the New Jersey and New York
commissions. Senator Lieberman said creation of such a commis-
sion was essential to a more aggressive fight against erime and
corruption in Connectient,
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INVESTIGATION INTO THE MISAPPROPRIATION
OF PUBLIC FUNDS IN ATLANTIC COUNTY*

The findings of the Commission’s investigation into the mis-
appropriation of at least $130,196 in public funds of the Atlantic
County government. during 1958-1970 were reported at length to
the Governor and the Legislature in an interim report issued in
December, 1971.% The Commission’s recommendations on those
findings also were presented in detail in that report. Accordingly,
only a brief review of the major findings and recommendations
will be ontlined in this annnal report.

Through a scheme involving fraudulent vouchers, endorsements
and other maneuvers, Michael F. Barrett, an assistant county
purchasing agent in Aflantic County government, over the 13-year
period diverted county funds to his own use. That scheme finally
became public knowledge with Barrett’s suicide death in the sum- .
mer of 1970. The Commission later that year received requests
from certain residents of the county to make a thorough investiga-
tion which the Commission undertook in 1971. '

The sworn testimony taken at extensive private hearings dis-
closed that for years prior to 1971, the monthly departmental ap-
propriation sheets of many departments contained irregularities
that could have been traced, and in some instances were traced to
. Barrett, but no highly placed county official ever tried to get a
full explanation of those irregnlarities. Tn addition, the testimony
showed those departmental appropriation sheets were frequently
diverted to Barrett rather than being sent to the various depart-
ment heads, with no one in the county government for 13 years
making a timely or conscientious effort to determine the true pur-
pose of the diversion of sheets which itemized monthly expendi- .
tures. The Commission coneluded that had such an effort been
made, the misuse of funds could have been exposed and stopped at
an earlier date,

The testimony also disclosed that after county officials were .
notified by a bank about the false check endorsement part of
Barrett’s scheme, an inadequate and questionable nvestigation

* See Report on Misappropriation of Public Funds, Atlantic County, a Report by the New
Jersey State Commission of Investigation, December, 1971. T

20



“was conducted by some county officials and that for the better part

of three months after that so-called investigation, nothing furtber
was done to try to determine the true amount of public funds in-
volved in the scheme. The Commission concluded that the approxi-
mate size and daration of the misappropriations might never have
become public knowledge had not an accountant in late June, 1970
fortuitonsty discovered some of the fraudulently endorsed checks
during a routine audit of comnty fiscal records. That discovery
finally forced a full audit of all county checks still on file dating
back to 1958.

MThe Commission’s general conclusion was that the sworn testi-
mony taken during the investigation reflects a violation of the
public trust and lack of full and effective application of the powers
of county government.

In prefacing its recommendations, the Commission noted that,
as in its previous county-level probes in Monmouth and Hudson
counties, the salient point in the Atlantic County investigation
was that misuse of public funds went undectected and uncorrected
for so long a period of time despite a reputable accounting firm
following approved procedures for anditing the county’s fiseal
operations.

The Commission concluded that the public trust requires that
licensed county and municipal auditors be mandated to exercise
more responsibility for maintaining integrity in the fiscal affairs
of governments. Some of the principal specific recommendations
of the 