N.J.S.A. 52:9M-12.2, effective June 18, 1996, provides that:

[wlhenever a proposed State Commission of Investigation report is critical of a
person’s conduci, a copy of the relevant portions of the proposed report . . . .
shall be senl to that person prior to the release of the report. Upon receipt, the
person criticized shall have 15 days to submit a written response of a reasonable
length which the commission shall include in the report together with any relevant
evidence submitted by that person.

The following materials are the responscs subrnitted pursuant to that statutory

requirement.  The reader should note that they are not under oath.
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This is the response of Roger Bodman/Public Strategies (hereinafter "Bodman” or "Public Strategies”)
which is being submitted pursuant to N.J.8.A. 52:0M-12.2 for inclusion in the SCI's Final Report on the
Enhancad Motor Vehicle System Contract Award, This submission is intended tobe a rebuital highlighting the
blatant factual inaccuracies of the SCI's proposed report with regard to Bodman and Public Strategies. The
response is broken down in subject headings paralleling the proposed report relevant to Bogman/Fublic

Strategies, and for ease of reference the following table of contents is provided.
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I, Introduction
The SCI report is a vindicating statement confirming that Roger Bodman and his company, Public

Strategies, complied fully with all existing statutes, laws, rules and regulations in representing Parsons. On
this one Important point, we agree. The fact is the State has failed to write rules addressing many issUes.
This has also been acknowledged by the anly SCI Commissioner who has served throughout this entire review
process, Commissioner W. Cary Edwards, who has said in public statements:

W. Cary Edwards: “There are no niles. There are no regulations. There is

no real guidance that exists to staie employees to goven how they

maintain...what we call a level playing field...And there should be.

In the same interview, Edwards confirms: “So there really are no sets

of rufes that are definitive, that anyone can hang their hat on, that we
saw violated in this case.”

{New Jersey Network On the Record interview July 15, 2001).
In one newspaper article, Commissioner Edwards sums it up accurately:

W, Cary Edwards: “How can you hold anyone accountable when you
{the State) have no rules?’

And Charlotte Gaal, the SCI's own Counsel, conceded in a public hearing in response fo a statement
concerning this lack of rules:

Charlotte Gaal: “the burden is on the State.”

(New York Times July 12, 2001 and SCI Pubiic Hearing Page 140 July 11, 2001).

Commissioner Edwards iater agreed:

W, Cary Edwards: "It's not the private sector'sjob to controf what govemment does, s the
qovernment’s responsibility to control what they do and how the private sector interacts with
M.» .

(New Jersey Network On the Record Interview July 15, 2001}
Even on the subject of lobbyists and political contributions, Edwards agrees that there were no improprieties:

W. Cary Edwards: Lobbyists aren't doing an ilegal activity.. they are doing
an encouraged activity in government, in point of fact. That's how the
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system works.  Poiitical contributions are legal and encouraged.
Encouraged. They're solicited.. All the time. Lobbyists are the people who
give private businesses and the people who hire them guidance on when 1o
make contributions, how to interact with government, That's why theyre
hired.

{New Jersey Network on The Record interview July 15, 2001).

By conceding that it found no violations of law, the SCI has produced a disjointed report inan
attempt to lead the reader to wholly inaccurate conclusions. Although this matter cannotbe applied to
any legal context since none exists, Bodman would applaud any honest effort to strengthan rules so

as to establish a common set of quidelines for the future.

II. Factual Overview

The factual scenario set forth by the SCIi does not contain any coherent time: line thus aliowing the 3CI
io mix and match events in order to suit their purposes. The facts jump back and forth between earlier and
|ater dates. Although the réport asserts facts occurring out of sequence in order to manipufate a time line to fit
the ultimate conclusion, that time line is not supported by any witness or evidence. More importantly, the
Badman/Public Strategies portion of the 8CI report is filed with outright misstatements of fact, innuendo,
supposition and conclusions not supported by any evidence. The magnitude and repetitive nature of these
misstatements suggest ine SCI investigation s'o lacks the factual predicate necessary for their conclusion that
manipulation and improper assertion of evidence Is necessary (o fit @ preordained finding.

For the SCI, which describes itself as the State's only non-partisan, independent invest.igative body, o
engage in such conduct in an attempt to reach its preconceived canclusion trampies on the rights of individuals
and brings dishonor to the State.

Hi. Pre-RFP
A. History

The Bodman/Public Strategies section of the report begins by tracing the history of Parson’s political



contacts within the State. “Ouring the 1990's,” according to the SCI, “the Company (Parsons) also came to rely
upon advice and information provided by individuals with strong ties {o the State government and to the
Republican Party establishment statewide.” The SCI attempts to suggest that Bodman or Public Strategies
was utilized in this effort for years. However, what is clear from every document and witness is that Bodman
and Public Strategies were not retained until the last week of January in 1998, only three weeks PRICR to the
issuance of the RFP. Although the heading of this section in the SCi report is "Manipulation” and “Setling the
Staye,” it is clear from the factual scenario that the only manipulation and stage setling is being done by the
SCHin an attempt to justify their ultimate conclusion.
B, Contract Disciosure
After citing the contract text, the SCI notes:
"t is significant that prior to the Commissions investigation there was no
public record of the written agreement between Parsons infrastructure
and...Public Strategies impact, even though the provisions therein bore

directly upon matters involving the public interest.”

There is absolutely no rule, law, requlation, statute or other authority requiring that such private

conlracts be registered. nitially, the report implies sinister motives to the lack of public disclosure by terming it
"significant’ in light of the public intorest at stake. Then, in an amazing furnabout, the report totally cuts the
ground from beneath its characterization of this as *significant” by admitting no public disclosure was required.

Specifically, the report states:

Public Strategies was engaged in the practice commonly kriown as "conlract
lobbying." However because this form of lobbying is notincluded in the New
Jersey Statutory definition of the term, there is no requirement for public
disciosure. Indeed there was nothing in this instance to require that either
firm even comply with minimal reporting and registration rules. Those
strictures only apply to those lobbyists whose efforts are engaged directly in
influencing State legislation andfor regulations.

The SCI therefore admits there was nothing for Bodman/Public Strategies to do in disseminating the

existence of this consultant contract.



. ELEC Filing
Public Strategies did register Parsons on a lobbying/client list with the New Jersey Election Law

Enforcement Commission in March of 1898. This fiing was not even leqally required. However, Public

Strategies registered "out of an abundance of caution® and "in the interest of complete disclosure.”
Nevertheless, the SCl interprets that filing as "misleading” since it stated Public Strategies would "monitor and
influence legislation and regulations effecting automobile inspections. The SCI characterizes this as
misleading because Bodman testifled his firm never engaged in that form of lobbying on behalf of Parsong
infrastructure. However, this only discloses part of the evidence adduced before the SCI. Public Strategies’

officials, 25 well as officials of Parsons, testified that part of Public Strategies’ obligation was to "monitor” any

possible legislation that “might" be introduced which couid affect the automobile inspection program.
Legislation was never introduced which could affect the program. Legistative lobbying would only ocour if
legislation were introduced. There was no reason (o "influence legislation” that was not even proposed. The
S8CI's conclusion that this arrangement was "misleading” is a finding again unsupporied by the facts and
testimony involved in this case.
D. Pre-RFP Meeting
The SCI report proceeds to note that operating without "fulf disclosure” Parsons was able to:
"freely wield their influgnce with senior govemmental ufficials using it (o open
doors at a time when procurement personnel were drafting confidential
program requirements for inclusion in the second I/M Program RFP. Long
before any vendor was invited fo bid, Parsons Infraslructure executives
were treated to exclusive private briefings during which they received inside
information related to the State's plans and intentions.”
After implying favoritism was shown to Parsons because of its association with Bodman, the 8Ci again
culs the ground from beneath itself with an admission that the meetings with State officials were appropriate

and that it possessed no evidence indicating otherwise. The only actual meeting involving State parsonnel and

Bodman cccurred on February 17, 1998 at DOT during which Parsons sought to determine the status of the
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REP. The SCI concedes that there was nothing inappropriate with this meeting. Althotigh the RFP was being
issued the very next day, the SCI report confirms "there is no evidence o suggest the Parsons contingent
knew itin advance " Bodman was not part of any other meeting with State officials. Bodman neither arranged
nor attended any meetings that could have provided Parsons with a competitive advantage not otherwise

available to any other bidder. Neither Bodman nor Public Strategies in any way influenced the REP, The SCI

report confirms these facts.

E. Evaluation Committee Information

The SCI report also contends that Public Strategies suggested they could heip by getting somebody
from the Governor's office on the evaluation team. This again is a blatant manipulation of the deposition
wanscripts. When piaced in context the testimony reveals that Parsons was trying to anticipate the resolution
of a possible deadlock between Commissioners and Agencies (Treasury v. Depariment of Transporiation).

iis clear that Bodman and Parsons were not attempting to place someone from the Governor's office
on the evaluation committee because they could be perceived as favorable to Parsons. s clear that Parsons
and Bodman had no knowledge of how the Govemor's office felt on these issues and no one from Fublic
Strategies or Parsons ever contacted the Govemor's office. The discussion was simply that if there was a
dispute between Treasury and DOT it might be helpful for someone from the Governor's office to be on the
evaluation committee so that any potential tie could be broken, one way of the other,

Nevertheless, the SC is careful to not cite the contextin which the quotes they set forth arise. Clearly
this is done because it does not suit their purposes to provide a full explanation. They would rather provide
snippets, without context, seeking to have the reader draw inaccurate conclusions,

Finally, the suggestion that Bodman would "help select {(subcontractors) that will help (Parsons) win the
RFP" refers to a request by Larry Sherwood of Parsons 10 have Bodman identify whether any of the proposed

subcontractors had negative experiences with the State which could result in bid rejection. This assessment,



which was garnered from Public Strategies drawing upon their years of experience, constituted information that
any bidder could obtain if they were experienced in this process. ltis certainly not the result of “insider
information” that wauld give any bidder a competitive advantage over others,
IV. Post.-RFP - Pre-Bid
The SCI report next tums to events that occurred following issuance of the RFP. itis critical to note
that the SCI has simply "glossed over" any and all events which occurred from the time the RFP hit the street
untii the time bids were submitted {February 18, 1998 through June 16, 1998} This is perhaps because

nothing occurred which gave any bidder, Parsons of otherwise, any advantage in the process. Rather, once

the REP hit the street all bidders were given free opportunity to submit any and all propasals fo the State of
New Jersey. No contacts were made by Parsons officials or any representatives on their behalf, Public
Strategies or otherwise, during the time the REP was being analyzed and a proposal submitted. Thisis the key
time period in any bid proposal process and in this case that process went forward "strictly by the book.”

V. Post Bid Contact
A, Haley Contact

After the bids were submitted on June 16, 1898, the SC| notes two contacts between Parsons
representatives and State officials. The first occurred on June 23 when Bodman in a passing gonversation with
then DOT Commissioner Haley asked about the status of the award. At this point it was well known that
Parsons was the only bidder. Haley informed Bodman that the State "could issue a contract award before July
o7ih " 1t is further noted that Haley characterized the company's bid as "a litfle pricey” but "well within the
range." The SCI report does not indicate how the dissemination of this information "tainted” the process.
Additionaliy, aithough the SC attempts fo suggest an inconsistency in Bodman's testimony on this issue, the
reality is that the report mixes up the time line. Specifically, Bodman testified that there was no contact with
State officials after the RFP "was on the street,” a phrase which refers to the ime between issuance of the

RFP by the State and the submission of actual bids. During this time Bodman and Parsons had no contact
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with State officials. This is compared to Bodman's later festimony that " do believe | had a conversation with

Haley asking the status of this cantract after the bid was in." The answers are not inconsistent; they simply

refer to distingtly different time frames. More importantly, any such contact was absolutely leqgal.
B. Alleged DiFrancesco Contact |

A second contact that the SCl criticizes is just plain smoke and mirrors. The SClreport charges thata
telephone call was placed to then Senate President DiFrancesco by someone at Public Strategies, but
provides no support for its atlegation, nor any official record of it. indeed, in correspondence dated February
28. 2002, a copy of which is attached to this response, former Senate President and Acting Governor
Difrancesco unequivocally states that he has 'no recollection of any consultant or contractor contacting me
regarding this project representing Parsons or anyong else. | have no recollection of Roger Bodman
discussing this matter with me at all prior to the awarding of the contract” and that he (DiFrancesco) leamed
that Sartor was a subcontractor to a subcontractor "from various news sources." Furthermore, the testimony of
the Senate President did not include the allegation, and Bodman, ir his testimony, categorically denied placing
such & call. Upon repeated questioning by SCI Counse! asking whether it was even "possible” Bodman replied
that although anything is possible, the contact dic not oeour.  This is another example of a far reaching
investigative body who cannot obtain the facts they want and instead, in response to categorical denials, tums
to the fools paradise of asking "possibility” questions su they can print affimative answors a8 though they

represent metaphysical certitude. The S0 knows full well that Senator Difrancesco never indicated that he

received the information from Bodman or anyone at Public Strategies. Furthermore, It is noteworthy that

Senator DiFrancesco actually opposed the contract.

VI. Political Contributions
The SCi report alleges that Public Strategies nurtured the company's political giving." As evidence

the report states that in the Summer of 1998 Mr. Bodman sent two letters suggesting the company may



"varticipate in various fundraising events.” Bodman clearly testified that the letters were boilerplate, form,
mass maifing documents sent out to 80 Public Strategies clients. In fact one of the events was the Govémors
Gala to which the invitation list practically includes the entire list of who's who in the State of New Jersey.
The SCI report also indicates that during the Fall of 1998 and Spring of 1999 Bodman provided
fundraising advice to Andrew Bonds, Parsons Senior Vice President in charge of Govemmental Relations, and
ultimately issued a March 29, 1999 memo recommending a total of approximately $20,000 in contributions to
both Republican and Democratic candidates. The $C excludes Mr. Bonds' testimony that he viewed this
information as “suggestions” and that upon receipt of the memo he dealt with it appropriately, giving it its
proper place in his office garbage can. It is not suggested that Parsons donated to even one of the campaigns
suggested by Bodman. The $507,000 of contributions refetenced in the report came Jargely from Farsons

affiliates to local govemmental entities and Bodman had no tole in these contributions, most of which even

predated Bodman's refationship with Parsons.

It is again noteworthy to repeat Commissioner Edward's astute observations about lobbying and
political coniributions:

W, Cary Edwards: Lobbyists aren't doing an illegal activity...they are doing
an encouraged activity in govesnment, in point of fact. That's how the
system works.  Polifical contributions are legal and encouraged.
Encouraged. They're solicited... All the time, Lobbyists are the people who
give private businesses and the peopie who hire them, guidance on when
make contributions, how to interact with government. That's why they're
hired. Jt's not the private sector's job to control whatgovernment does.
It's the government's responsibility to control what they do and how
the privaie sector interacts with them.

VIi. Public Relations
The proposed report notes that the Parsons Infrastructure bid "initially considered partnering with MCI
Communications Comp.” for the public refations portion of the contract but subsaguently & Public Strategies’

affiliate, DKB and Partners, was substituted in for that portion of the contract. However the SCI report again
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fails to place this change in context. Specifically, the change occurred because MC! was not responsive to

Parsons requirements, DKB was an existing subcontractor to MClon the project and was, according to Larry

Sherwood of Parsons, completely responsive, For these reasons Parsons decided to contract directly with

DKB for the public relations portion of the contrart hased on their superior performance and responsiveness.

Again, the SCI conveniently fails to disclose this fact leading to the conclusion either that they are inept or that

they are attempting to leave the reader with a false impression. In reality, it probably is a mixture of both.
Viil. Conclusion

The SCI has pasted together a compilation of half-truths, innuendos and out of context statements to
create a collage that it is attempting to pawn off as & work of investigative art. Using highly questionable
assumptions, the agency strove mightily to assign blame or accuse individuals of impropriety and misconduct.
its methods failed and the agency was forced to produce a report in which it admits that al principals involved
in the inquiry acted appropriately and in compliance with all laws, rules and regulations. The SCl tamishes its
own reputation when it suggests darkly that there is something of significance to be found in afailure fo heed a
non-gxistent regulation.

Like most puzzies which the creator attempis to "force together" the results are disjointed and do not
fit. What is most importantis perhaps not what is included in the SCI report but rather what is absent from the
report. There is nothing in the facts to demonstrate that Public Stialegies and its principals, including but not
limited to Roger Bodman, did anything improper of ilegal. There is no suggestion that they ever had any
contacts with the Govemnor or, perhaps more importantly, with the Treasurer who was the individual under
State Statute charged with the power and responsibility to award this contract.

Public hearings were held on this contract in August of 1998. The coniract award process had even
been litigated up to the Appellate Division of the New Jersey Superior Court with a finding that the procedure

was entirely legal and appropriate. In that fitigation the State of New Jersey affirmatively represented to the
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Court, both in its briefing and certifications, that the contract process was entirely by the book and that there -
was no influence or improper procedures which would in any way taint the process. Now, in order to justify a
political witch-hunt, the SCl is aitempting o rewrite history. In issuing this report they have succeeded in

creating & work of pure fiction.

- " ' e
Rdger Bodman, Individually and on y
behalf of Public Strategies

Attachment
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TRANSIION OTFICR

GOVERNOR DONALD T. IMFRANCESCO

1816 FRONT STRERT
SooToE FLAINE, NEw JEROBY OT0T6

(BGR) 522 M)
TAM (f3H) Sa5-9847

Februsry 28, 2002

To Whomn It May Concern:

in an effort to clarify oty involvement in the Parsons DMV project on my part, let
me set forth my recollections.

I was never in any way privy to the discussion, the review, or the decisions
surrounding the Parsons DMV project. That was separately handled by the Whitman
Administration with no knowledge on my part.

I have no recollection of any consultant or contractor contacting me regarding this
project representing Parsons or anyone else. 1have no recollection of Roger Bodman
discussing this matter with me at all prior to the awarding of the contract,

The firm of Paulus, Sokolowski and Sartor’s involvement as a subcontractor to a
subcontractor was not known to me until I learned that from various news sources. Agpain,
I had no discussions about this involvement with any of the consultants or contractors

mvolved.

1 make this statement in an attempt to clarify the perceptions that have been raised in
the past, No one has in any yay urged me to set forth this information, but it is my hape
that it will be helpful in insuring that erroncous allegations ot inferences are not drawn from

the actions of these past years.
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This document constitutes the response of DKB arud,,;.gﬁ.ip{:gnsg Jﬁg; {hereinafter

A Lw i
“DKB"} to the excerpted portions of the SCI report provided to DKB, which is being
submitted pursuant to M./ S.A. 52:9M-12.2 for inclusion in the SCI's Final Report on
the Enhanced Motor Vehicle System Contract Award. DKB appreciotes the
opportunity to respond to the SCl report. Initialty, we are troubled by the lack of
factual or legal context in the excerpts provided and find that the SCl has provided
innuendo and insinuation, unanswered gquestions and implication, in the guise of an
investigatory report. Simply, the SCI has implied conflict were there is none; has
found impropriety in utilization of State employees where the relationship is wholly
routine, proper and efficient; and ultimately has simply mischaracterized the
contractual relationship and contractual provisions under which DKE acted. DKB

responds within this framework, and will address each of the points raised in the

report.

First, under the general heading of "kExcessive Costs” the SCI indicates That
DKR spent “nearly $340,000" to conduct a series of spot surveys aimed at gauging
public opinion relative to the new inspection process. The SCI states that
"Ibleginning in April 2000, these surveys also contained questions designed 10 alicit
public epinion regarding the favorability of select politicians, including Gov. Christine

Todd Whitman and Senate President Donald T DiFrancesco.”



According to the RFP’'s public information reguirement, the contractor was
required to: “administer focus groups, and/or other customer samples, as necessary,
during the campaign, to evaiuate the program, or 10 obtain necessary public input, to
correct a negative situation, and/or adjust tie vutieach.” (RFF 53.11.3.48) In the arr
response, Parsons and DKB proposed to conduct both benchmark public opinion
surveys and spot surveys to track media effectiveness. Every element of the public
information campaign was subject to review, overall direction and final approval by the
State. Thue, the public infarmatinn campaign was driven entirely by the State’s needs,
This is borne out by the language of the RFP, which specifically provides:

All public information and education projects that are produced must

follow the overall schedule and budget agreed to by the Department's

Program Manager and Contractor... A designee of NJDOT, in consultation

with a designee of NJDEP must approve all projects{within 30 days from

the time of their receipt} in their conceptual stage before they may

advance to production. A final formal approval is required by both the

NJDOT and NJDER Directors of Communication before a project is

actually produced. Interim approvals may also be necessary for some

projects. Some possible examples are choice of logos, theme colors,

story boards, talent for radio and television, scripts, rough cuts.

{RFP at %3.11.1)

Thus, the implication of the SCI report that the magnitude of expenditures, and
scope and context of the questions contained in the surveys were the responsibility
of DKB is incorrect.  In tact, the qguestions found in the surveys, the frequency of Lthe
surveys, and the amount expended all came at State direetion. The survey
administration was subcontracted to Penn Schoen and Berland, a reputable polling

company, who developed the survey content., However, the information sought and

questions set forth in the surveys was generated with the input and approvat of the
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PDOT.' Both the scope of the surveys and the cost were entirely proper, and a product
of the State’s directions, not DKB's.

IIl. THE SCOPE QF WORK

The SCI report statee that the investigation “ravealad issues that raise questions
about the extent of contracted work actually performed by DKB personnel and about
its billing practices,” and quotes a DMV official who indicates that he prepared material
on state time for dissemination by tha tirm. in fact, that State employee was doing
his job. He was the individual charged with the technical knowledge of the system,
its operational requirements and its rutes. The RFP required that “public information
and education materials shall present the basic practical information that vehicles
owners nead to know and the benefits to them.” (RFP at §3.11.2)

Thus, the testimony reflects nothing more than a normal business relationship
hetween State personnel who provided technical information on the syst.am 1o DKR,
which information DKB utilized in the performance ot 1ts public information function.
State personnel were not used for those responsibilities that were contractually DKB's,
including press inquires and advertising. Again, the report improperly raises negative
inferences from what is a normal and proper business relationship between contractor

and client.

"Further, as to the actual content of the guestions. As Governor Whitman was
a proponent of the program and Senate President Difrancesco was publicly opposed
ta the program, it is assumed that the State, in requesting those questions may have
been atternpting to gauge public reception to the program through the perception of
these two highly visible public figures with opposite and public positions on the
project.



In that same context, the report criticizes DKB for acknowledging that Parsons
was its client, and inquires as to the "true purpose” of DKB's public relations function.
While the report attempis to drive a stake between Parsons and the State, implying
that service to one could not be service Lo the other, the exact opposite is true.

DKB's function was 1o promote the inspection program. That program was run
by the State and administered by Parsons. Functionally, for the most part, inquires
and contacts initially came to the DMV, DOT or the Governor's office who would
forward the inguiries to Carl Golden of DKR. Thus, the relationship required close
interaction with the State.  The State and Parsons had a singularity of interest and
purpose, and DKB worked to foster that interest. Clearly, if the public information
program was run effectively, both Farsons and the State would benefit. To imply a
conflict in this situation is an attempt at fiction. DKB never considered the felatim'uship
conflicting nor did it ever act in a manner 1o the determent of either the State or
Parsons.

Notwithstanding, and contrary te SClLimplication, the contractual relationship
is clear. DKB was and is a subcontractor to Parsons. DKB had no direct contractual
relationship with the State, nor did it ever charge the State for its services, Purther,
a5 Parsons is compensated on a per vehicle basis for gach inspeclion performed, the
Srate has never been charged any amounts for the public information component of
the bid. Media commissions were prorated over the course of the contract and via
a monthly retainer. However, all costs, expenses and time were tracked by DKE, and

in fact, produced to the SClLin a voluminous response 1o i1a request for information.



Whila the SC! may not have undergiood the intormation befors it, DKB was raady
willing and able 1o provide any information or explanation necessary. Howawver, in
what is sppears to be a sadly typicsl methodology for the SCi, conclusions ara bl hely
drawn without ever batharing to I=arn the underlying facts.?

In surm, the SCIz report is & compilation of distarted half-truths and
mtachargactertations. Most troubling is thet the SCI is awatre m‘ the actun facty and
choases 10 ignote those facts herein. DKB has produced extensive documentanion 10
the SC1 supporting all madia and other expenses incurred for this contract. DKB has
A reputation as one i the 1op advertising/publisc relations agsney in New Jf:rscy. it

stands by and is proud of its perfarmance on the motor vehicles inspaction cenkract.

Darad: March 11, 2002 B
Johi Manos, President
DKBland Partners, [he.
o No issue better ifustrates this poim thaw the issue of printing. The SCI,

at jts public hearings in July, 2001 misrepresantad the costs associatad with Parsons’
contract with respect 1o printing. At the hearing, the SCI's staff accountants asserted
that thare was an allagad “4000%" markup on printing proposed by DKE, After
receiving & sworn statament from DKEB regarging the actusl facts, the SCI has dyopped
that sllegation as the facts raveal that DKR Afever proposed to de say printing Tor the
State for this contract and had rmefély assisied the State in putting together some
budget prajections for the potential printing requirements af the contract. The REP had
been specific in its admanition to bldders that “the State [tself wilt acquire tha printing,
through & separate publicly bid contraet,” (RFP § 3.11.1).
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Charlotte K. Gaal, Counsel

State of New Jersey

Commission of Investigation

28 West State Street, 10° Floor
P.O. Box 045

Tremion, New Jersey 08625-0045

Dear Ms. Gaal;

Thank you for the opportunity to respond to those portions of your draft report which you've
advised me contain the references to me in my capacity of Director of the New Jersey Division
of Motor Vehicles {1DMV). While I strongly disagrec with the subjective analyses and
conclusions that permeate the portions of the document I reviewed, | nevertheless think the
record would benefit from a definitive siatement from me regarding issues and inferences it

contains.

For nearly twenty-five vears, I have had the privilege of serving the New Jersey public, first as a
councilman in the Township of Mt. Olive for nine yeuars, then as a State Assemblyman for mne
years, and most recently as Director of the New Jersey Division of Motor Vehicles for six vears.
At all times | have held myself to the highest moral standards and have always protected the
public's interest. 1 have not violated any laws, regulations, or violated my ethical obligations to
the State of New Jersey, Former State Attorney General Cary Edwards stated that no public
official violated any laws or regulations during the course of the RFP (Request for Proposal)
process ultimately won by the Parsons Infrastructure ("Parsons®).

in April of 1994, ] became the Director of the New Jersey Division of Motor Vehicles. At that
time, the State was not in compliance with the federal Clean Air Act, and was faced with the
very real threat of the irnminent Joss of federal transportation dollars if compliance was not
achicved in the very short term. My number one priority was to do whatever 1 could 10 see to it
that New Jersey would be in full compliance with the EPA regulations relating to automobie
emissions inspections as quickly as possible.

Tn December of 1994, representatives of the Whitman Administration went to Washington and
et with the EPA to achieve a conceptual agreement that would meet the requirements of the
Clean Air Act. It was umversatly known that all other jurisdictions were experiencing
difficulties at the start with their clean air programs, and that the majority of problems centered
on the process and equipment aspect of programs, which were extremely expensive.

The State made an agreement with the EPA whereby we had to have a program 1n place by
November 27, 1997 or we would lose the federal transportation funding. The Clinton
Administration told us in no uncertain terms that failure was not an option. That deadline was
casl in stone and that no extensions would be granted.



Estimates for such a program in the State of New Jersey, using the EPA model, would cost from
1 4 bitlion dollars to 1 § billion doliars. Additionally, one of the Federal Requirements of Law
required a guarantecd source of funds to provide for the program. Tn order to establish a
designated source of funds, the State of New Jersey passed legislation prohibiting New Jersey
from using the FPA’s choice of testing and instated specified the use of a more consumer
friendly procedure. 11 Lhe program was not in cxistence and running by November 27, 1997, the
State of New Jersey would be penalized under the federal guidelines, and lose an estimated 1.2
billion dollars annually in unrecoverable Federal Highway Funds. Twenty-seven other states
which also attempted to comply with the Clean Air Act mandates all faced major problems,
delays, and setbacks with the implementation of the new enhanced motor vehicle inspection
program.

As the Director of DMV, we were not the individuals responsible for deciding on the terms for
the RFP. nor was DMV responsible for the terms of any specific contracts between potential
bidders and the State of New Jersey. Those decisions were specifically authorized by the State
Department of Treasury and Department of Transportation.

input on the RFP's was received trom the Department of Environmental Protection, the
Department of Transportation, the Division of Motor Vehicles, and the Department of the
Treasury, Department of Labor, and the Department of Education, The RFPs were promulgated
by the Diviston of Purchasing and Property, who had the final say on all aspects of the RFP
process and the details of the RFP itself. They were also responsible for determining the
winning bid, without input from my agency. As a practical matter, | had little or no substantive
input into the process or the result, nor did 1 ever seek to have such imput.

Three RFPs fur inplementation of the emission testing system were issued by the Purchase and
Property Division, the Department of the Treasury in February of 1997, The most sigmficant
RIP called for a contractor to construct and operate centralized emission lanes at State run
inspection stations. The second RFF related to privatc inspection emission lanes, and required
the contractor to design and assist in the operation of the private inspection stations. The third
RFP was for a contractor to undertake the role of project manager responsible for supervising the
performance of the entire contract and oversceing the work of the other two contractors,

Only one bid was received in response to the central emission lanes RFP in August 1997, That
bid was judged unresponsive, One bid was received for privaie inspection emission lanes. That
bid was rejected. The third RFP, fora project manager, however, was awarded m April 1997 A
decision was made to issue a new RFP that would combine the two RFPs that had not been
awarded.

Much has been made of a meeting that supposedly occurred on December 10, 1997 between
representatives of Parsons and myself. As I have stated on numerous occasions, nothing
improper occurred in any of my discussions with Parsons. Ne inside information was given to
Parsons and they were not given any preferential treatment. Notes that were taken by Parsons do
not reflect any wrongdoing.



| had ne part in wiiting the first REP and did not see it before it was released. T was not involved
in writing the second RFP and only had general knowledge of the first RFP en December 10,
1997, Any information that I gave to Parsons was general in nature and was available to anyone
that was interested.

It is proper and prudent to meet with potential vendors in anticipation of an RFP. Vendors know
their products and their industry and can be helpful in explaining the idivsynciasies of their
particular project. 1 would have met with any person or entity that { believed could have given
me information on a complex subject. Parsons was the only potential vendor 10 seek such a
meeting, as far as [ recall. At no time was inside information or preferential treatment given o

Parsons or to any other vendor by me.
On February 18, 1998, the sccond RFP was issued. Only one vendor submitted a proposal -
Parsons. No other proposals were received and no vendor complained that the bidding process

was unfair or that Parsons had received any advantage over other vendors. The Division of
Purchase and Property prepared the bid and determined that Parsons had won the bid.

As Director of DMV, and throughout thig entire process:

e I did not have the power to approve any of the conditions or terms of the contract between
the State and the bidders

» 1did not have any authority to direct payments to corporations or individuals with regard to
the contract

e [ did not have any personal interest in any of the contractors that participated in the bidding
Process

« 1did not have any personal interest in the party awarding the contract concerning the clean
air emissions program in the State of New Jersey

e Inever received a personal benefit of any kind whalsoever

e At notime did I violate any law or regulation governing my conduct as Director

{ have been available to answer any questions concerning my role m this matter and continue to
be available, 1 have answered all questions as completely as my memory allows. I've not broken
any rule or regulation, and have always conducted myself in a lawful and ethical manner. I resent
and strongly deny any inference to the contrary.

Very truly yours,

C. RICHARD KAMIN
CRK/
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RESPONSE OF PARSONS TO SCl
PROPOSED REPORT UNDER RELEASE NO, 02-

02-016.-5 £}t 1+ 5L

Uop tarmis
This document constitutes the response of Parsons to the excerptad Barfmns
VY e bbb ]
of the SC} report provided to Parsons, and is being submitted pursuant 10 N.JS.A
52:9M-12.2 for inclusion in the SCl's Final Report on the Enhanced Motor Vehicle
System Contract Award. This submission rebuts the inaccurate and misleading

representations set forth in the SCl's proposed report.

THE COST OF THE PROGRAM

The report displays SCI's fundamental lack of understanding of the payment
provisions of the contract. The contract uscs two methode of payment: (1) a fixed
price to design, build and/or retrafit 132 inspections lanes with enhanced emissions
and safety inspection equipment and software; and {2} a per vehicle inspection cost
to operate and maintain the system. Thus, when the SCI makes such statements as
"Parsons Infrastructure bitled the I/M contract” it is inaccurate. The only invoices
presented to the State are based on fixed prices for the construction and per vehicle
charges for inspections, not costs incurred by Parsons.

Parsons bid $24.25 per vehicle for each enhanced cmissions inspaction (“EEI™)

and $20.61 per vehicle for each non-enhanced emissions inspection ("non-EEI").}

Although the SCi utilizes such inflammatory headings as “Excessive Costs,” in point

"The RFP provided for an annual adjustment to the operation and maintenance
sumponent of the per tost price based on the consumer price index for all urban wage
earners using the New York and Phifadelphia region indices. (RFP & 8.10.2). The
current rates based on these adjustments are $26.34 per EEl test and $22.39 per non-

EEl test.



of fact, the inspection fees bid by Parsons compare favorably with those charged in
other States for comparable inspections, with the added benefit that New Jersey is
among the few States that conducts safety inspections as well. New Jersey is
somewligt unigque in that it has a hybrid systerm composed of hoth centralized {"CiF")
and decentralized (private or “PIF"} inspection facilities. With the exception of
Colorado and California, which have smalier hybrid components, all other states with
inspection systems are either entirely one or the other, centralized or decentralized.
Cost comparisons can readily be made between these other programs and New
Jersey’'s program. Unfortunately, the SCI, apparently did not examine the costs of
such systems elsewhere, or because Parsons’ costs are competitive with these other
programs, disregarded the data.

For instance, in Colorade, only the Denver metropolitan area is required to
conduct enhanced IM 240 inspections, which are performed by a centralized
contractor on vehicles dated 1982 and newer at a cost of $24.25 per vehicle, Unlike
New ersey, Colorado’s fees do not include any safety inspection component.

California has an entirely decentralized program, except for a “referee” program
for disputed inspections. The Referee performs approximately 50,000 inspections per
year out of a total uf approximatelty 20 million. The weighted average test cost based
on total volume is $45.37. At test-only stations, the cost averages $47.48. The
centralized. compenent, the “referse” program, is run by California’s community

colleges at a per vehicle inspection cost of $25, Like Colorado, and unlike New



Jersey, California has no safety inspections included in these costs. 2

_PARSONS' PERFORMANCE OF THE CONTRACT

The SC!I, under the report heading “Non-Performance,” incorrectly faults Parsons
for receiving full payment lor EEL inspections claiming that it has not performed an
evaporative pressure test. The SCI claims that the “per-inspection labor cost of the
[evaporative pressure] test is $3.56." The SCI goes further to conclude that the cost
of the labor element of the test is $9.5 million per year and $50 mulion over the seven
years of the contract. Again, this is simply wrong and does not reflect the facts.
Although, the SC| does not disclose the methodology for its calcuiation, its conclusion
is, at best, misdirecied. The labor cost of this contract as a whole iz a fixed cost
driven by the number of lanes, positions per lane and weekly operating hours.
Whether Parsons petrforms one test or all ten of the tests in the REP, it still must staff
its system to perform the required inspections.® That cost is what it s, regardiess of
whether a particular test is performed.

Further, Parsons’ per vehicle fee is not a compiiation of fees per individual

2gyven outside the hybrid system scenario, Farsons stilt compares favorably. 1In
Phoenix, Arizona, where there is no safety component, an enhanced inspection costs
420 on vehicies dated 1981 and newer and £12.50 for all other vehicles at centralized
stations. In St. Louis, Missouri, centralized stations charge $24 for an E£I inspection
on 1971 and newer vehicles, Again, there is no safety inspection. In New York, a
decentralized system administers a transient test {(variable speed test) at a cost of 325
per vehicle with an additional $10 per vehicle for a safety inspection.  in
Massachusetts, a decentralized system administers a transient test at a cost of $29
per vehicle for safety and emigssions,

3 4n fact, at the State’s request, Parsons is currently operating 61 hours per
week, a full six hows beyond the RFP and sratutorily mandated 55 hours per week.

3



compoanent of each inspection. It was not solicited or bid that way. Rather it is the
whole panoply of costs including, labor, equipment maintenance, administration,
technical support, facility improvement and maintenance, customer service, etc. The
SC| never bothered Lo ask Parsons about this, cven though it demanded several
thousand documents during the course of its investigation.

It is simply incorrect to charge Parsons with “non-performance” when this test
is not even included in the elements of the EEI required by the State. There is no
“prassure-testing mandate” in the RFP. as stated by the SC). In actuality, RFP Section

3.6.1 provided that the

Contractor shall conduct one, or more, of the following test procedures,
on each vehicle presented for inspection, based upon the vehicie type and
model vear, in accordance with MJ.A.C, 37:25-1 5 and MJA.C §813:20-
43 In addition, test procedures used by the Contractor wil conform
with the requirements at ALLA.C. §7:25-15 and N.JAC 87 278-4,
“Air Test Methods”, referencing USEPA's Inspection/Maintenance Final
Rule 40 CFR part 85, Subpart W, or EPA updates:... {Emphasis
supplied).

Ten different tests are thereafter specified, of which the evaporative pressure
test is one. Thus, the RFP contemplated that the contractor may not be performing
all of the tests specified. The contractor’s contractual obligation for the fest procedure
is essentially driven by the New Jersey Department of Environmental Protection’s
{(“DEP“} and/or United States Environmental Protection Agency's ("EPA”) regulatory
of practical guidance and requirements iy that regard.

The rvaporative pressure test has proven in other states to be a problematic test

as it reguires the inspector to actually get under the hood of the inspected vehicle,



ctamp the fuel lines of the vehicle, pressurize that closed system and measure the
pressure decay over a period of time. Often, fuel lines in older vehicles actually break
when they are clamped, and other probiems relating to vehicle damage and inspector
injury can arise during the course of the test. Moreover, model years 1996 and nowor
vehicles can be tested with the less intrusive On-Board Diagnastic computer test that
the EPA will require in January, 2003, in 2001, approximately 48% of the vehicles
tested were 1996 or newer. ldiosyncrasies relating to various medel years 1881 to
1995 render an additional 11% of the vehicle population untestable.*

in fact, in a Rule Proposal pubtished January 22, 2002, the DEP has proposed
to delete the evaporative pressure test from its I/M program rules stating that the
vehicle population tested by this procedure (vehicies 1995 and older) represent “an
ever-decreasing portion of the fleet and thus an ever-diminishing emission reduction
potential.” The DEP explains its rationale for deleting this requirement in the Rule
Proposal stating;

_..tho State determined that it was no longer advisable to intedrate the

evaporative pressure test into its enhanced I/M program, because the

resources needed to implement this component would not vield a

gufficient benefit to support such a medification to the program. Thus,

the Department is now proposing to modify its rules to remove this test

from the enhanced I/M program. The State will however, retain the fuel

cap leak test, which is currently adminisiered as part uf the State’s

enhanced I/M program, ...The EPA has determined that the fuel cap leak
inspection accounts for 40 percent of the full evaporative pressure test

Ythere was also considerable opposition from the Private Inspection Facility
community to this test. Given that less than half of the originally anticipated number
of PIEs are performing inspections, it simply made no sense to potentially drive out
even greater numbers of PIF lom the market.
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benefit. ... Therefore, the Department has determined that the resources

needed to implement this component are small as compared to the

ermissions benefits derived therefrom. 34 N.JR. 418,

Thus, although the State suspended the implementation of this problematic test
during the course of the program, as was permitted by e contract, this decision has
now been confirmed by the regulatory change proposed.

OTHER CITED "COSTS”

Under the heading “Excessive Costs” and “Questionable Expenditures,” the s5CI
claims that Parsons “bilied the /M contract for a total of $36,372 to the cover the
cost of seminars.” This is simply false. As stated above, this contract was bid based
on two fixed line items: & lump sum to build and/or retrofit inspection stations and a
per vehicle inspection fee for EEl and non-EE| inspections. Parsons did not “bill” the
Srate these seminar costs, Parsons provided these seminars, at its own cost, in an
effort to bring Parsons, the State and the State's oversight engineers together in a
collaborative fashion during the construction phase of the project, as Parsons had
found that many slements of the State's team did not appreciate the urgency of the
project and had delayed this fast-tracked project at critical junctures.

The only other “Questionabie Expenditure” which the SCI was able 1o find in
this muiti-rillion doltar contract is a $8,375 cost, again, atr Parsons’ expense, not the
State’s, for an amployee picnic in September of 2000. It is indeed ironic that the SCi
would fault Parsons for being a good empiloyer by rewarding its union employees, who
had weathered an exiremely stressful year, In any case, it was not “hilled” to the
State as the SCiimplies. 1L was paid at Parsons expanse.

6



The muost striking fact abut this part of the SCIs report however, is that of a
$190,640,000 billed to date for construction and inspections, the only “questionable”
costs, were for employee benefits, at Parsons sole cost and amounted to $45,747,
or .023% of the total State cost to date. Parsons most emphatically did NOT bill New
Jorsey for costs other than the jump sum construction cost and the per vehicie

inspection fee.

A. The Alleged " Adminigtrative Fee”

The SCI persists in asserting that Parsons’ received what it charactlerizes as an
excessive "administrative fee,” This is wrong. There is no excessive administrative
fee. The SCI does so even though, at its request, Parsons provided testimony and
documentation demanstrating that this fee included not only the profit normally
encompassed by “administrative fees” but other oversight and direct costs of Parsons
in administering subcontractied change order work during the course of construction.

The State negotiated a fee for Parsons' services on varinus construction
changes that the State wished to incorporate into the contract. Parsons provided
documentation to the SCI showing the details of the change proposal and 25% fee.
This fee is not comparable to the “administrative markup” of 18% which the 5CI
referenced in its report, as the |atter is lirited 10 fee for profit and does not contain
the other actual cost items Parsons sought to recover in its “administrative fee”, all of

which were explained and documented to the State based on Parsons prior actual

experience on this project.



In fact, during his testimony, Parsons’ Contract Manager, Rick Shields, explained
that this 25% factor was derived by adding Parsons’ prior actual experienced costs for
direct labor and indirect costs, together with a 10% fee for profit on those amoumts,
plus Parsons’ actual experienced costs for travel, temporary living expenses, prrmit
costs, construction office expense and construction performance bond {without any
fee for profit on those items), plus a ten percent fee for profit on the construction
contracior's costs. This amount {Parsons’ actual experienced direct costs) was then
divided inte the contractor’s actual construction costs 1o date to arrive at an
approximately 25% factor. As Mr. Shields explained, this is a standard methodology
in the construction industry to determine such a multiplier on the actual construction
costs ynder these circumstances.

Thus, as the SCi is well aware, the factor at issue here does not represent the
typical “administrative fee” of mere overhead and profit. As the documentation
provided 1o the SC! confirms, when the construction change orders were negotiated,
the State was aware that the 25% figure was reflective of Parsons' actual
construction management labor and design overhead, other direct costs, as well as fee

for profit, after reviewing the project’s actual cost history for the construction phase.

As many residents have long been aware, the State has seven one- and two-
lame inspection stations that are incapable of expansicn and for whorn the untortunate
molurists living ncarby have been plagued with lines for many yvears. As z rmatter of
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simple math, because the duration of an inspection is limited at the top end by the
actual time to perform the test, if a line forms prior to opening or thereafter, even at
maximum throughput, & cne or two lane facility cannot overcome that deficit during
the day. Parsons, working with the Staote, found a solution to this prablem by
implernenting an appointment system at these stations. Appoeintment systems have
met great success in other states and so far have been received with equal enthusiasm
here. The alternative for the State was to acquire the land and build additional lanes
in these stressed areas, at considerable cost to the State.

After several months of discussions with the State in 2000, Parsons was finally
given 40 days to design a system, construct a reservation center, hire and train the
staff, advertise 1o the affected public and implement the reservation system. As it
was wholly outside the scope of the original RFP, the State agreed to compensate
Parsons for its actual documented costs associated with the development,
implementation and eperation of the system.

The Pareons staff oversee and administer this system through a subcontract
with another company named ProtectAir.’ Originally, Parsons was to receive a one-
time mobilization cost and ongoing operational costs plus Parsons’ oversight costs of
75%. In Amendment 8, Parsons ayreed to absorb onc half of the actual operating

costs and reduced its oversight fee from 25% to 15%, which eguates 1o over

5 Given the extremaly short timeframe, Parsons chose, with the full approval and
advance knowledge of the State, to utilize ProtectAir of Canada, which was a recent
acquisition of Parsons, and had direct experience in the design and operation of such

Systems.
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41,440,000 over the course of the contract,

ProtectAir does not manage the system as alleged by the SCl, Parsons manages
the system for which there are clear administrative costs. ProtectAir operates the
system under a subcontract from Parsons. The GCl correctly states that the cost to
the State is $20,000 per month, but ignores the fact that this is one half of the actual
operational costs of the system. The other haif is paid by Parsons, at considerable
savings to the State.

C._The Construction Change Order

Finally, the SCi states that Parsons requested a construction change order of
$8.386,900 for State authorized work performed over the course of the construction
contract, and suggests that what it characterizes is the “overhead and profit”
component was exorbitant, yet it never mentions that Parsons agreed to accept $5.8
million for that claim, as a result of a global resotution of all claims between the
parties. Nor does the SClindicate that on a $63,155,836 fast tracked construction

project, a change order rate of less than 9% is astonishing.
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CONCLUSION

Iy conelusion, atthough the SCI's goat is to discover instances of inappropriate
business behavior, the end resull speaks for itself. Despite the criticisms of the
program by the individuals quoled in the SCI report, the State has received the system
it bought at a reasonable cost; a cost that cornpares favorably to that paid in other
States. New Jersey has a system that works extremely efficiently and has
accomplished what it set out to do. The DEP indicates that the program has resulted
in overall reductions of 55% for HC, 58% for NOx and 84% for carbon monoxide. [34
N JR. 415] Likewise, public satisfaction is high. Recent polling indicates that more
than two in three motorists have a favorable impression of New Jersey's inspection
facilities (69%), and a 52% majority give the State high marks.® A full 64% are of the
opinion that while there were problems in the beginning, those problems have been
worked out.’

These polling results are borne out by the responses received by Parsons 1o
customer survey cards that have heen distributed at all facilities since January 15,
2001. Parsons has received 8864 compieted cards, of which 2271 {25.6%) had
written comments in addition to the question responses. 0Of those written responses,

a full 91.5% were positive. The responses Lo the three questiona on the card were

#The poll indicates that 10% of motorists say the State has done an “excellent”
job, 42% say a “good” job, 24% say a “fair” job and only 16% say the State has done
a “poor” job.

" Of the remaining motorists, 16% continue 10 describe the new system
negatively and 20% do nut know or have no opinion.
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equally tolling of Parsons’ current performance: 99% indicated that the station was
clean, 98.4% that the inspectors were friendly, and 96.9% rated their overall
gxperience positively.

Parsons is proud of the Enhanced Inspection System in New Jersey and fully
coaperated with the SCl throughout this investigation. There is neither
mismanagemeant, excessive costs nor nonperformance on thiz contract. The
mischaracterizations and inaccuracies which comprise the SCl's report benefit neither

the State of New Jersey, nor the public,

\Jam&s 0. Smg
Vice President/Genersl Manager
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Response Statement of Kathryn A. Watson
{o the Proposed Commission Repor@{J2 ¥1% -1 P2 2124

o
ared

I reviewed the excerpts of the Proposed Commission Report prB{'lded‘ tomv:: and subrnit
this statement in response,

Preliminary Statement

In 1997, everyone in or affected by the vehicle inspection industry (vendors,
environmental advocacy groups, the American Lung Association, and virtually every major
stationary pollution source) knew that if New Tersey did not have an implemented vehicle
inspection program by the end of 1999, it would lose its highway funds totaling over §1
billion. Such a result would have been catastrophic. Thus, those of us involved in the process
hoped that the State would receive several (at least three) qualified bids for the program so that
it could be implemented before the deadline. 1 was not, however, involved in the nitial
Request for Proposal (“RFP”) or any review or postmortern of that RFP.

In June 1997, 1 was recruited from DOT by Commissioner Shinn to work for DEP. My
mission was to ensure that the State met its vehicle inspection obligations under the Clean Air
Act. Commissioner Shinn was concerned that employees at the Department of Transportation
were not working diligently enough to ensure successful implementation of the program within
the required time frame. My joh was to be a pleasant "thorn in their sides” to get the program
moving with a reasonable RFP put out for bidders or a plan for state implementation of a
vehicle inspection program.

I was assigned Lo 1eport to John Elston. My job was to act as an "outreach" person with
primary responsibility for "pushing along” the I/M program. I routinely reported to John Elston,

Air Administrator, and on occasion provided status information to Mike Hogan, Chief Counsel



Watson Responsc Statement

Page 2

March 1, 2002

or Mark Smith, Deputy Commissioner. Again, roy primary job was to ensure that the State

received bids and implemented the program in a timely manner. My supervisors were all

verbally apprised of my progress and my activities over the course of my empluyment with DEI.
As set forth below, it was my job to make sure that the State stayed on track to get a

bidder and implement the vehicle inspection program hefore the end of 1999, In performing my

joh, 1 did not give specific non-public information to anyone, including bidders. Tsimply

cnoouraged people to bid; which was in the best interests of the State.

L Under what appears to be the section of the Commission’s report entitled
Manipularion, it 1s reported that [ "attended the state's postmortem session with vendors" and
that T "contacted him {Sherwood] after the company submitted its letter of recommendations
for changes in the second RFP." 1 do not agree with these statements. They appear to be
based solely on Mr. Sherwood’s testimony, which 1 believe is gither inaccuratc or taken out of
context. At the time of the issuance of the first RFP relcased by the Department of
Transportatton, [ was employed in the Iegislative affairs office of DOT assigned full time to
the reauthorization of the federal transportation funding act - ISTEA; which was subsequently
passed in Congress as TEA 21. A colleague of mine, who was involved in the vehicle
inspection project, generally kept me abreast of the program’s evelution and in that context
informed me that the State received a letter from Parsons declining to bid on the initial RFP
and recommending changes to any revised R¥Pg. 1 was advised that the State staff was

disappointed with the responses to the RFP, but nevertheless were pleased to TECEIVE ANy



Watson Response Stalement

Page 3

March 1, 2002

feedback from any vendors regarding the program. I have no recollection of initiating any
communication with Parsons or any other vendor with information about the status of the
initial RFP. 1 did receive & call from Mr. Sherwood asking if I had heard anything and i did say
that the State was disappointed with the response to the first RFP, but it was appreciative of the
feedback from Parsons. T assured him that the State would not fet the initiative die, but that it
was it the hands of others within DOT and that { had nothing to do with the I/M program.

IL The Comuinission's Questions and Answers to Mr. Sherwood as quoted in the
proposed report suggest that 1 spoke with Mr. Sherwood on more than one occasion. |
remember speaking to Mr, Sherwood when he called me. [ also received calls from Mr,
Batista from MCI, Mr. Tedeschi from ESY and other vendors who expressed continued interest
in New Jersey's vehicle inspection program. I also spoke with equipment manufacturers, other
state administrators, the USEPA and anyone else present at the Clean Air Conference in
Steamboat Springs Colorado (September, 1997), the North American Vehicle Emissions
Control Conference (NAMVEC) in March 1998, or any other public event routinely attended
by members of the vehicle emissions control community. In the telephone calls, I did not
reveal any specific information about the RFP or the timing of the RFP. In every public event,
1 made certain | had u state colleaguc with me in any conversation with any vendor present so
that there could be no perception of impropriety. In Colorado, Ken Stevenson joined me in
virtually every conversation; at NAMVEC, my supervisor, John Elston and a former colleague

from DMV, Mark Marino, joined me.



Watson Response Statement
Page 4
March 1, 2002

111, In (he Cummission’s Proposed Report, under the subtitle The Inside Track, it is
reported that Philip Morris of Parsons scheduled a private meeting with DMV Director Dick
K amin, The Report suggests that 1 had something to do with hig decision to scheduje a meeting
with DMV. First, he suggests that there was "further encouragement” coming from me. Any
perceived encouragement from me was not specific as to Parsons. Indeed, my job was to
encourage all vendors to consider bidding on the New Jersey project. The State had over 51
billion in federal highway funds at stake. Moreover, as a DO analyst invested in the
reauthorization of those funds, 1 was well aware of the havoc that would ensue should the state
fail to meet its Clean Air Act Requirements.

Second, Mr. Morris' quoted testimony states that Parsons’ “letter was well received.
That there were serious discussions going on within the administration as to what would be the
best way to proceed.” I assume that the letter Mr. Motrtis is referencing is Parsons’ letter to the
State after the first RFP, which was written well before the December 10, 1 997 meeting at
DMYV. Thus, I do not see what connectivn this Jetter or my comments on it would have to do
with Parsons’ decision to schedule a meeting. Furthermore, after the demise of the first RFP
and with the loss of highway funding eminent, every vendor in the industry was assuming that
New Jersey would be issuing a new RFP. 1 have no recollection of making any
communication, either formally or informally, to any vendor on the timing or specifics of the
revised RFP.

IV.  The Commission's report states, "In the course of its investigation, the

Commission found no evidence to suggest that Watson acted under official direction." This
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staternent flies in the face of my job responsibilitics. Moreaver, it is impossible to ascertain what
the commission looked at to determine that I was not acting under official direction. [t was my
job to promote the vehicle inspection program and make sure that it was implemented betore the
deadline, I performed my job in a competent and Jawful manner. Moreover, | kept my
supervisors informed of my work on a regular basis.

V. Ag stated earlier, T encouraged all vendors to "stay tuned” and to congider
submitting a strong bid fur the project. Parsons did not have any exclusive or preferential
relationship with me. While I have known Mr. Sherwood since the mid 1990's, I have also
known Jay Gordon of Gordon Darby, Bill Dell who has been with a number of UM vendors
including Systems Control, Envirotest, and S$PX, Ron Tedeschi, 81, Vice President of ESP, the
lobbyists representing Marta, Bd Tn fari of Testcom and at least one or two of the
representatives each from MCI WorldCom, ProtectAir, TestCom - all project management of
data management vendors; Snap-On, SPX, Maxwell, Worldwide, Stant and Waekon - all
equipment manufacturers. Some of these individuals I have known since 1991 and others have
become business friends and colleagues. By 1997, Thad spoken with virtually every
Inspection /Maintenance administrator or coordinator in North American and every vendor
working in North America. As stated previouely, T did not contact Parsons at any level greater
than or less than every other vendor in the vehicle inspection industry.

Respectfutly submitted,

( wrip Utab s
Kathryn Watson
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Charlotte K. Ciaal

Counsel

Commission of Investigation
State of New Jersey

P.O. Box 045

Trenton, NJT 08625-0045

Dear Ms, Gaal:

‘Thank you for the opportusity to comment on those provisions of this report that are
specific to the Office of the Governor. I look forward to reading the full recommendations, in
addition to the few redacted pages you have supplied to me already. As I recall, your stated
Inission was to look at the bidding process and the awarding of the contract for this complicated

system.

Little uf what was provided to me by the SCI dealt with the bidding process. Obviously,
the SCI recognizes that during my tenure the Governor's Office did not participate in awarding
any state contracts. At the outset of my first term, 1 made it clear that [ would not tolerate even
the appearance of involvement by the Governor’s Office in the award of any contracts, ever,

The fow pages that are specific to the Governor's Office seen to focus on perceived
inter-agency conflicts between the Divisian of Motor Vehicles, the Department of Transportation

and the Department of Environmemal Protection.

1 belicve that a discussion of the fmpetus for this project, the lessons learned and the
corrective action taken would give the readers of this report a sense of context that is irnportant
to fully understand all aspects of this important project.

Although the state knew full well the requirement to meet the federal standards and
deadlines of the Clean Alr Act, little, if any substantive progress had been made by the Division of
Motor Vehicles or any other agency prior to 1994

While we had rio preconceived notions of how the state would come into compliance with
the Clean Air Act, we certainly knew the extraordinary conscquences of failing 1o comply on a
schedule that was agreeable to the federal government.



in an effort 1o protect our air quality and ensure that the federal government did not
curtail nearly & billion dollus in critical federal highway and mass transit fands, we moved quickly
1o implement an enhanced inspection/maintenance program for antomobiles in New Jersey.

This was an enormous task for which Jithe work had previously been done, for which
there was no state modcl anywhere in this country and where the costs of faldure were
monumental - both in terms of human health and in maintaining and improving the transportation
system upon which all New Jerseyans rely.

Operating an enhanced inspection/maintenance program for automobiles was then, and
remains today, an essential component in how the state will meet the impurtant mandates of the
Federal Clean Air Act. Failing to meet those mandates will have measurable health and quality of

life consequences for the people of New Jersey. ,

In 1995 the members of the Senate and the Assembly approved Jegislation requiring that
the proposed system be the subject of public bidding and that the bidding documents specifically
solicit proposals for a fully privatized system, a system operated by public employees, or &
combination of public and private operation. It was that legislation that specifically required the
State Treasurer to oversee the awarding of this contract.

Unfortunately, fow private contractors and no public employee groups showed an interest
in undertaking this important and complicated system under the exceptionally tight deadlines
established by the federal government.

Installing a system of the size and complexity of this magnitude is difficult, even under the
best of ciroumstances,

The initial start-up of the system was fraught with problems. The implementation failures
by the state’s contractor and by the project managers at the Division of Motor Vehicles were
inexcusable. The communications failures within and among the Division of Motor Vehicles, the
Dupartment of Transportation and my office were well-documented in the report by the task force
 established which was headed by former Supreme Court Justice Alan Handier.

Two important changes grew from those failures and the Handler report.

First, implementation of the inspection system was put on hold unti] we were satisfied that
the contractor would meet its obligations and our expectations for ranning a eystem that achieved
environmental and health benefits at the least possible inconvenience to New Jersey’s motoring
public. Substantial fines were imposed on the vendor, DMV personnel who bore operational
responsibility for the impiementation were replaced, and the system was vastly improved. Our
continuing monitoring of the system indicatcd that after the re-start, the system ran smoothly and
effciently.



Second, and just as important, permanent and clear lines of communication were
established from within the governor’s office and the project management teams for unusual,
significant and substantial state projects. This conumunications management protocol was
established to ensure that the right information gets to the nght people at the right time.

{ firmly believe that fundamenial 1o success in meeting the complex and unusual clableoges

that ure emerging for state government will be the continuation of these sorts of communications
protocols.

Sincerely yours,

Christine Todd Whitman



