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ASSEMBLYMAN JOHN V. KELLY (Chairman): Let's call the 
meeting to order. We have a quorum, 
Please take the attendance. 

so we will get started. 

MR. LEE (Committee Aide): Mr. Hartmann? 
response) He was here earlier. Mr. Corodemus? 

ASSEMBLYMAN CORODEMUS: Here. 
MR. LEE: Mr. Gaffney? (no response) Mr. Sosa? 
ASSEMBLYMAN SOSA: Here. 
MR. LEE: Mr . Kelly? 
ASSEMBLYMAN KELLY: Here. 
MR. LEE: Mr. Green? 
ASSEMBLYMAN GREEN: Here. 
MR. LEE: Mr. Zangari? (no response) 
ASSEMBLYMAN KELLY: Okay. At our last 

(no 

Housing 
Committee meeting, we heard from diverse groups concerning my 
legislation that would reorganize the Department of Community 
Affairs to enhance its housing mission focus. 

Today, we wi 11 take a closer look at some structura 1 
and organizational aspects of the Department, as well as the 
fee structure relating to fire safety, the Uniform Construction 
Code , and housing inspections. While these subjects fall 
within two separate subject categories, they share one 
element: the use of money that flows from New Jersey taxpayers 
and the private sector. 

The 1990 Governor's Management Review Commission on 
DCA noted certain areas where duplication of services existed 
and identified structural and process inefficiencies. Today, 
we wi 11 examine what GMRC recommendations the Department of 
Community Affairs has implemented to ensure a higher rate of 
return for public dollars invested. We will also raise 
questions as to the efficiency, effectiveness, and productivity 
of i mplementing various inspection programs funded by New 
Jersey business owners and property owners across the State. 
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The inspections serve a legitimate purpose, i.e . , 
public s ·afety and maintenance goals. Fees are "revenue 
enhancement" tools which allow the program to be 
self-sufficient to prevent the need for State Treasury moneys. 
However, we must also recognize that the fees levied come from 
taxpayers businesses and individuals . When the fees 
increase to the point of tak i ng more money from the pockets of 
landlords and commercial entities, we leave them with less 
dollars to improve multiple dwellings, as well as less money to 
invest and expand for the creation of more jobs for New Jersey 
citizens. We do not need fees that further increase the cost 
of doing business when the St ate's business climate is already 
suffering substantially. These inspection programs must be 
framed from a cost-benefit perspective . Clearly, the "cost" 
component of the fee structure, whether the inspection is 
performed by DCA, a municipality, or a private contractor, must 
be specifically broken out in detail . 

During Fiscal Year 1992-1993 , anticipated fees from 
Housing Code Enforcement, $5.1 million; Uniform Construction 
Code, $3.7 million; and Fire Safety, $13.4 million; total 
$22,305,000. The Department expects that an additional $5 . 9 
million in excess fees will be collected. 

We must begin asking the question: Are we defeating 
ourselves and · the purpose for which these programs were 
created, once the financial burdens on individua1s • and business 
owners exceed the program benefits? In the end the constant 
increase in fees will put businesses out of business, resulting 
in fewer jobs, and rental dwellings will become foreclosed 
properties, resulting in less affordable housing. 

I think the first person we will have testify will be 
the Commissioner. Commissioner, it's your floor. 
COMMISSIONER STEPHAN IE R. BUSH: 
Good morning. How are you? 

ASSEMBLYMAN KELLY: Good morning. 
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COMMISSIONER BUSH: 
ASSEMBLYMAN KELLY: 
COMMISSIONER BUSH: 

I have here information for you. 
Who is that fellow next to you? 
Mr. Connolly. 

ASSEMBLYMAN KELLY: Hi. I know Bill. 
W I L L I A M M. CONNOLLY: We serve on a couple of 
committees together. 

COMMISSIONER BUSH: I know, with the Fire Commissioner. 
What I am passing out here are some of our written 

status reports to the Governor's Management Review Commission 
recommendations. 

I would like to begin by thanking you for inviting me 
to this meeting, and for the tone of your letter. 

ASSEMBLYMAN CORODEMUS: You did get the invitation 
this time? 

COMMISSIONER BUSH: Yes, I did, last Wednesday 
morning. I am very glad to have been invited here, and glad to 
be able to provide information, hopefully, on the questions you 
have. What I did, as I have indicated, is pass out a 
handwritten -- not handwritten, but a written status report of 
the Department of Community Affairs' records as to what has 
been implemented regarding the GMRC, because even if I am 
unable to provide the full details today, it will give them to 
you and will answer most of your questions. 

I did have an opportunity to also meet with the Acting 
Director of the GMRC last week just to get an idea as to what 
the recommendations were about, what they mean; are they things 
that are written in stone that you are supposed to be doing, 
and that type of information. I was advised that in doing the 
audits, this was to provide information by which the various 
commissioners and departments could begin to review what is in 
place; to begin topics of discuss ion; with the understanding 
that in some instances, due to philosophical differences, some 
would not be appropriate. 
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As we go forward you will see with the first one, 
which was to consider moving the Division on Aging and the 
Division on Women to the Department of Human Services-- That 
is one we basically discussed at the last meeting, since it was 
a part of the bill. It was found that with the Department of 
Human Services, that is more of a service provider entity, 
whereas the Department of Community Affairs is based upon 
empowerment. It was also determined that with the Division on 
Aging, that its respons ibi lit ies as an independent advocacy of 
aging needs and the coordination of the various programs within 
DCA, that it would not be functional to merge it with the 
Department of Human Services. The Division on Women, in 
performing its statutory mandate as an advocate for women's 
needs, does not lend itself to the Department of Human Services. 

I think at the last meeting I indicated, as stated 
earlier, that our basic philosophy is one of empowerment in the 
Department of Community Affairs, whereas in the Department of 
Human Services, it is more one of service provider. 

The second recommendation has to do with transferring 
the Youth Corps out of our Department into the Department of 
Education. That was accomplished by July 1, 1991. 

Recommendation number three, which was to consider 
transferring the A-95 Review Process, also known as the 
Intergovernmental Review and Assistance Unit, out of the 
Department of Community Affairs-- In reviewing it, we did 
transfer it from the Division of Local Government Services, but 
found it more appropriate to move it to the Division of 
Community Resources in DCA, since it has significant concern 
with Federal funding for a variety of needs for community 
agencies. So that was the change that was implemented. 

Recommendation number four-- What I did try to do, 
just so you'll know, was to verbatim print on this sheet--

ASSEMBLYMAN KELLY: Right. 
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COMMISSIONER BUSH: --the recommendations, so that you 
wouldn't have to go back and forth to your book. 

ASSEMBLYMAN KELLY: It makes it easy. 
ASSEMBLYMAN GAFFNEY: Yes, it makes it easier for 

Assemblypeople. 
COMMISSIONER BUSH: And for me, too; and for me, too, 

because we are in this together. 
Recommendation number four, which is to 

consolidating the Office of the Public Guardian 
Ombudsman of the Institutionalized Elderly with 
authority to the Director of the Division on Aging--

consider 
and the 

reporting 

We found that due to the statutory responsibilities of 
those two entities, that that would not work out. I have had 
the opportunity to meet with the two in, but not ofs that are 
within DCA. The Public Guardian is generally appointed by the 
courts to be the guardian of the person and the property of a 
senior, or the conservator of the senior's property. The 
Ombudsman is generally-- Probably as legislators you receive 
letters where people are saying that they have a relative who 
is in an institution who they feel is being mistreated. So 
they do more of an investigatory situation towards the 
institutions and such. 

Number five, consolidate fiscal offices and related 
support -- nonprogram -- personnel within each di vision under 
the Department's Office of Assistant Commissioners. 

What we did was, we tried that within one of our 
divisions to see how it would work. We found there were some 
efficiencies of scale, and some standardization did result, but 
essentially the same amount of work had to be done. We also 
ran into a problem because many of our programs involve the 
processing of Federal funds, and we needed the permission then 
of the Federal government, or the entities from the Federal 
government that were dealing with these funds. In more than 
one instance, we were told, "No, you can't do it," because they 
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wanted it to be done by staff that is dealing wi ·· 
percent. ·That is further explained right within this 

it 100 
: tion. 

Then we have recommendation number six: Consider 
standardizing and consolidating operations of multiple groups 
of inspectors. Implement training programs to ensure that 
inspectors are cross-trained and capable of providing multiple 
types of inspections. 

What we have here shows that we established the 
Division of Codes and Standards, which made it clearly focused 
on the res pons ibi lit ies of inspect ions. We found that 
cross-training of inspectors for general function areas was 
something we could do, but it became cost-prohibitive to 
cross-train inspectors to any great degree , because that would 
mean you were putting a lot into just a few people to train 
them to do the entire spect r um of what inspections are done. 
So we found that that would not be cost-effective. But this 
has a longer explanation. 

Then we have recommendation number seven, which deals 
with deputy directors. It said to strengthen the positions 
with defined responsibilities, or to eliminate them. We have 
terminated th.e Deputy Director in the Division on Aging. We 
have found, though, that in most of the other divisions it is 
important to have a deputy d i rector because advocacy is such a 
major role of the director, and he or she has to be in the 
field so much, that for the regular staff management it is 
important to have someone in-house, or more so in-house. 

Recommendation number eight: Computerize the 
reporting process for local municipality, county, and authority 
budgets, financings and other documentation. This would 
require money. It would be about $250,000 to $500,000. We 
were able to improve some of our internal automation, but we 
did not have the available resources to take it further than 
that. Also, if you were going to deal down to the local level, 
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the local level would also need financial backing in order to 
become mote automated. 

Recommendation number nine: Accelerate current 
programs to establish off-site computer archives and facilitate 
networking of computer systems. Provide a limited number of 
personal computers and additional training on how computer 
systems can be used to reduce labor requirements and enhance 
service delivery. 

The off-site storage of computer archives has been 
established as recommended. Networking of computer systems has 
been developed. Even since I have begun, we have begun to use 
our systems that are there for electronic mail, cut down on the 
paper, and get things done faster, much to some people's 
chagrin, but they are adjusting. 

Recommendation number 10: Dedicate appropriate 
resources to conduct audits of Federal grants where DCA is the 
cognizant agency. Requires a! location of staff resources. At 
a minimum, it is estimated that $200,000 
expenditures will be required. However, this 

in personnel 
is to help to 

protect over $100 million in annual grant funds. The bottom 
line is, the funding was not available -- the $200,000 -- to do 
that. 

Recommendation number 11: 
centralized scheduling system for 

Consider developing a 
all housing and other 

facility inspections, as well as a mechanism to eliminate or 
significantly reduce downtime resulting from landlord 
cancellations or limitations on access. 

Centralized inspections are used where they result in 
efficiency and increased productivity, such as the Elevator 
Safety Inspection Program. Construction inspections are also 
scheduled centrally in each regional office at a very specific 
time . 

For the Bureau of Housing Inspections, this is not 
scheduled centrally, primarily because of cost-effectiveness. 
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It goes into explanation as to how there are approximately 600 
units inspected a day. Eighty-five percent of the units 
inspected require reinspection and it would require additional 
clerical people to be able to do this. Also, there would be a 
decrease in productivity if there was a central scheduling, 
because oftentimes you need to get back as quickly as possible 
when you have been advised, "Well, we have finished what you 
have indicated did not meet the code or what needs to be 
done." The scheduling of the actua 1 inspection is, therefore, 
left to each inspector. Much more detail is provided here for 
your review. 

Recommendation number 12: 
standards and indicators for each 
Department. 

Establish performance 
element or bureau of the 

The Department has established specific productivity 
and performance standards for inspectors. The person is 
required to do an average of two inspections per day. From our 
productivity records we see they are doing about 2.8. 

Number 13 has to do with the Hackensack Meadowlands 
Development Commission. It indicated that we consider methods 
for accelerating the Commission's expenditure of the $109 
million which was set aside for landfill closures. 

The Commission has submitted its 30-year closure 
plan. So far, one landfill has been closed; the second is in 
the process of being closed; and the third landfill is 
tentatively scheduled to be closed by December 1993. 

Number 14: Develop a strategic plan for the 
Hackensack Meadowlands Development Commission and consider 
operating the HMDC as a "business." They have submitted a 
five-year financial plan. A plan focusing on alternate funding 
sources has been prepared by the HMDC, but it would require 
legislative enactment and the concurrence of the Office of 
Management and Budget. So that is something that is within 
proposals within the Legislature. 
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Recommendation number 15: We recommend that a 
facility of 50,000 square feet be purchased or leased providing 
immediate savings of approximately $9000. This has to do with 
the Housing and Mortgage Finance Agency. And, evaluate the 
cost benefits invo 1 ved with the lease of a building, rather 
than a purchase. 

It appears that within the recommendations that were 
in the report, they were looking at another property that was 
being considered by the Housing and Mortgage Finance Agency. I 
am addressing that even though it is independent of Community 
Affairs, as the Chair of the Board. However, subsequent to 
that time, it is in negotiations for HMFA to purchase space at 
the Roebling Complex, which will bring it within the 
app ro priate space standards, and will take away the criticism, 
or the recommendation that had been presented in the original 
report. This is something that is ongoing. So, this 
recommendation has been completed. 

Recommendation number 16: Consolidation of the permit 
process statewide with appropriate staff assigned to this 
activity on a full-time basis. Centralization of the permit 
function will provide for better controls, 
and utilization of personnel. It could 

improved p 1 anning, 
also assist with 

business development activity. For example, a developer could 
go to one central location for the necessary permits related to 
his/her project. Currently, the system requires acquiring 
permits from various State agencies prior to a project's 
commencement. 

The Department has prepared specific proposals which 
would lead to this consolidation and, of course, in this realm 
we can only propose because it requires legislative action. 
Our proposals are embodied in the Uniform Subdivision and Site 
Improvement Standards, which is S-537, which I understand is 
s t ill in the Senate at this time. 
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Recommendation number 17: Support of the proposed 
hotel occupancy tax within the HMDC region provides an 
a 1 ternati ve funding source to recover the Cammi ss ion's costs 
without directly taxing the local communities. 

The status is, the Commission has already submitted 
various proposals for alternative funding sources, and they 
have been submitted to the local legislators for review. So, 
once again, this is only something that we can propose, but it 
requires legislative action. 

ASSEMBLYMAN KELLY: Do you support the proposal? 
COMMISSIONER BUSH: Pardon? 
ASSEMBLYMAN KELLY: Do you support the proposal? 
COMMISSIONER BUSH: I have to see it first. 
Then we have recommendation number 18: Establish an 

independent nonprofit fund-raising organization for the HMDC 
Environmental Center. The organization could then contract 
with HMDC for operation, maintenance, and enhancement of the 
Center. 

The status is, we received an Attorney General's 
Office opinion regarding the legality of a nonprofit 
fund-raising organization, and such fund raising is severely 
limited. That did not seem to be a plausible one. 

Then, my reason fo r having Mr. Connolly here: The 
issue, recommendation number 19, modify existing rates and 
charges for all 1:;ervices provided by DCA to reflect the true 
total cost of providing each service. 

Part of the status is -- which then brings me to Mr. 
Connolly, who can provide the rest of the status -- it has been 
recommenqed that the Hotel and Multiple Dwelling Inspection 
Program become self-sustaining by raising fees. This is what 
was accompl1shed by legislation. It became law in 1991. 

Mr. Connolly can now provide you with the information 
more completely. 

MR. CONNOLLY: Do you want to finish? 
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COMMISSIONER BUSH: 
recommendation number 19. 

ASSEMBLYMAN KELLY: 

I'm finished; that's it. That was 

Do you want to relax, or do you 
want to get into this inquisition here? 

MR. CONNOLLY: I'm ready. That's what I'm here for. 
ASSEMBLYMAN KELLY: Okay. 
COMMISSIONER BUSH: He has more of the information 

that I didn't provide regarding the fees, if he may present the 
information. 

ASSEMBLYMAN KELLY: This is an inquisition, yes, it is. 
ASSEMBLYMAN SOSA: Is that what it is? 
ASSEMBLYMAN KELLY: 
COMMISSIONER BUSH: 
ASSEMBLYMAN KELLY: 

Commissioner. 
COMMISSIONER BUSH: 

if he may provide it. 
ASSEMBLYMAN KELLY: 

Not really; it is not really. 
I'm listening carefully. 

I wouldn't do that to you, 

But he does have the information, 

Sometimes we just like to scare 
you in the beginning and say it is an inquisition. It isn't. 
It's information. We just want information, okay? 

COMMISSIONER BUSH: Okay. Mr. Connolly has 
information regarding the fees. 

ASSEMBLYMAN KELLY: You've got the floor, Mr. Connolly. 
MR. CONNOLLY: Okay. 
ASSEMBLYMAN KELLY: 

leave, if you want to stay, 
to you if you want to leave. 

COMMISSIONER BUSH: 
ASSEMBLYMAN KELLY: 

Commissioner, 
it' s up to you. 

if ' you want to 
It's entirely up 

Okay. Well, if there is--
We can always get you back here if 

we need you, right, if we have any questions? 
COMMISSIONER BUSH: If you could give me a little more 

notice-- I had to cancel a meeting with nonprofit housing 
things today just because of this. But I wanted to come 
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because it is important. I hope this provides information. If 
you need more, we will provide more. 

ASSEMBLYMAN KELLY: I guarantee we will give you at 
least two weeks' notice. All right? 

COMMISSIONER BUSH: That would be good. Thank you. 
ASSEMBLYMAN KELLY: We are going to schedule one 

sometime in December, probably Christmas Eve. Is that all 
right with you? 

COMMISSIONER BUSH: I won't be here. 
ASSEMBLYMAN KELLY: 
COMMISSIONER BUSH: 
MR. CONNOLLY: 

Nobody will be here. 
Thank you very much. 

The Department's Code 

All right. 

Enforcement 
Programs are now almost 100 percent revenue funded. I imagine 
that is why we're here. That recommendation was, in fact, 
carried out. All of our fees have increased very significantly 
over the last three or four years. The purpose of all of those 
increases was, in essence, to carry out that recommendation to 
make all of the programs 100 percent revenue supported. 

We have three major Code Enforcement Programs. They 
are not alike. They are quite different from one another. We 
tend to think of them all as inspection programs, but they're 
not. They are not alike in what they do, and they are not 
alike in how they are funded. So I will talk a little bit 
about each one~ but it is a complex subject. 

What I would like to do is explain the nature of the 
three programs. Only one of them is actually an inspection 
program where we are responsible for inspections. That is our 
Housing Inspection Program. Fire Inspection and Construction 
Code Enforcement: We have an overall responsibility for 
setting standards, adopting codes, oversight of local 
enforcement, training, support of municipalities, and filling 
gaps with our own people, but we are not, in the first 
instance, responsible for inspections in either the Fire 
Inspection Program or the Construction Code Enforcement 
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Program. Those are primarily local responsibilities, but are 
definitely under our oversight. 

I would like to talk a little bit about how each one 
of these is funded, because each one is funded differently. On 
the recent fee increases: how much and why it had to be that 
much. I will talk a little bit on the basic issue of diversion 
of fees. Are any of these fees being diverted to something 
else? Cost components and amounts: why it has to cost this 
much. Productivity in our inspection programs, the place of 
privatization, and finally, just to mention the penalties and 
how they figure in our revenue picture. 

All of our inspection programs have been organized so 
that there is no duplication, either between and among our own 
programs, or between and among anything we inspect and anything 
that is inspected by any local government, or anything that is 
inspected by any other State agency. That has been the policy 
and the goal of the Department for 20 years, and we have very 
largely achieved it within the last decade. There just is no 
duplication in inspections related to buildings in this State. 

ASSEMBLYMAN GREEN: Excuse me, Mr. Chairman. As he is 
speaking, would you want him to finish his presentation before 
we ask questions, because--

ASSEMBLYMAN KELLY: Why, do you want to question him 
as he is going? 

ASSEMBLYMAN GREEN: Well, on certain issues because of 
the fact that--

ASSEMBLYMAN KELLY: 
question, I will--

ASSEMBLYMAN GREEN: 

Well, if you have an important 

I appreciate that. I am concerned 
about-- You mentioned duplication of services. Local 
municipalities have their own inspection programs; the State 
has its own inspection program. Who supersedes whom in terms 
of-- Loe ally they might have their guidelines. They might 
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come into a building and this is what they' re looking for. 
Then the ·state will come in, and this is what they' re looking 
for. 

MR. CONNOLLY: We have to stop right at the premise. 
Nobody has their own. 

ASSEMBLYMAN GREEN: Right. 
MR. CONNOLLY: For housing inspections, where I think 

is where your question is going to, for multiple dwellings --
three units and above -- there is a State code. 

ASSEMBLYMAN GREEN: Right. 
MR. CONNOLLY: It is enforced either by State 

inspectors r local inspectors, but we work in cooperation. 
All the inspection reports fall into the same place, to us. 
For one- and two-family dwellings, there are no State codes. 
Any inspections which occur in them are a result of local codes 
and local efforts. 

ASSEMBLYMAN GREEN: The reason why I asked that 
question-- I am talking about three and over, where a local 
inspector will come out and inspect the premises for a lot of 
different reasons. The landlord, or the owner, or whoever it 
might be, might have to bring those standards up to the 
standards of that particular municipality. Maybe a year later, 
you happen to fall into the timetable of the State, which will 
come in. They will come in and they will tell you to do 
something different. 

MR. CONNOLLY: Well, there are two responses to that: 
One, it is a maintenance code, so sometimes a building does 
deteriorate between one year and another. But other than 
that-- If that occurs, then one or the other of the inspectors 
made a mistake, because there is one code for a multifamily 
dwelling. If the first inspector or the second inspector said 
something different, then one of them is in error, unless it is 
a maintenance problem which has occurred over the time since 
the last inspection. 
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ASSEMBLYMAN GREEN: The reason I bring this to your 
attention · is that, last year, as a Freeholder-- A person 
brought it to my attention in my district. I said, "Well, is 
it a State concern, or is it a local concern?" He said, "Well, 
the local concern brought this to my attention, and then the 
State brought this to my attention." 

I am 
get together? 

MR. 

wondering now, you know, are they ever going to 
Is there a possibility--

CONNOLLY: They are together. We use the same 
code. Our responsibility is to inspect once every five years. 
Every municipality that I am aware of will inspect on a 
complaint basis. But the only systematic inspections that are 
done at the municipal level are those that are done by 
municipal inspectors working with and for us. 

ASSEMBLYMAN GREEN: Okay. Thank you. 
ASSEMBLYMAN KELLY: Go ahead, Mr. Connolly. 
MR. CONNOLLY: Our construction code activity-- First 

of all, I mentioned before that we adopt and interpret the only 
building code in the State. We are responsible to train and 
supervise all local inspectors. We are accountable for 
everything they do, and we fill gaps. We do certain plan 
reviews when the municipal inspectors are qualified to do those 
plan reviews. We do local inspections in 40 municipalities 
which have chosen not to have local building departments, and 
have asked us to do it instead. We do elevator inspections and · 
asbestos inspections, again when a municipality chooses not 
to. Finally, we are responsible for the code on State-owned 
property. 

The construction code activity also includes a couple 
of consumer protection programs: our Full Disclosure Program 
for Planned Real Estate, Condominiums, and Cooperatives, and 
things like that, and the new Home Warranty Program, where 
every home buyer in the State gets up to a 10-year warranty on 
the quality of their new home. 
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Fire Safety: Again, we adopt and interpret the code, 
but this ·is one we write -- the Uniform Construction Code. We 
use national model codes. The State's fire codes-- By the 
terms of the legislation, we are required to write it 
ourselves, and we do write it ourselves. Again, we train and 
supervise the local inspectors who carry out the inspections. 
We are accountable for what they do and, again, we fill gaps. 
Municipalities are not required to have a local fire inspector, 
and in this case, 110 towns do not have local fire inspectors, 
so we carry out the inspections in those towns. 
do State-owned property. 

Again, we also 

We also -- and this is important in terms of fees --
carry out a number of general fire programs: fire fighter 
training, a fire incident reporting system, public fire safety 
education, and general services in support of fire 
departments. All of these are funded by fire code fees, even 
though they are not fire code activities. 

Finally, the Housing Inspection Program: We are 
responsible to inspect every hotel and every multiple dwelling 
in the State once every five years. That is a million dwelling 
units, 200,000 a year, 20,000 buildings a year. We use local 
inspection effort wherever it is available through a contract 
arrangement with municipalities, and approximately 50 percent 
of the actuai inspections are done by municipal employees 
working with us. In the remainder of the . State, we do the 
inspections with our own staff. 

The biggest part of this job, however, is not 
inspections; it is ensuring compliance. The easy part of the 
Housing Inspection Program is to note violations. We have an 
administrative civil enforcement process, which means we are 
just like the courts. We issue notices and orders; we do 
reinspect ions; 
penalties. We 

we 
get 

assess penalties; we 
judgments; we get court 
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whole lot of things in order to actually enforce the code when 
we find a ·violation, to get people to remove that code. 

Let's talk now about how they are funded. The 
Construction Code Program-- Up unti 1 three years ago, it was 
25 percent taxpayer supported. It is not anymore. A variety 
of user fees charged at the time of application are where our 
money comes from, and there are many, many different fees that 
we charge for different kinds and types of applications, like 
plan reviews, building permits, licenses, what have you. We 
also have a broad-based fee which we call the State Training 
Fee, which is assessed-- It is a very sma 11 amount of money 
assessed on a rebuilding permit that is issued in the State. 
This program supports what I'll call a "diversion," and I will 
get t o what that means in just a little bit, but not all of the 
money collected through construction code fees goes to support 
the Construction Code Program. 

We pay our own rent, but we don't cover our own fringe 
benefit costs in this program. We pay about $800,000 rent on a 
building out in Lawrenceville. That's new this year. The 
receipts in this program are very cyclical. They go up and 
down a lot, because they go up and down with the state of the 
construction industry. Housing starts last year were 25 
percent what they were four years ago, so you can imagine what 
that does to revenue that is based on permits that is coming 
into that program. All of these fees are set by rule. None of 
them are set by statute. 

Our Fire Safety Program three years ago was 20 percent 
taxpayer supported; today it isn't taxpayer supported at all. 
The revenue here is a lot simpler. There is an annual 
registration fee that is paid by the owners of buildings who 
are subject to regular inspections under the fire code. Sixty 
percent of the fees received in those registrations are 
returned to local fire departments to support the cost of 
enforcing the code at the local level. This program also 
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supports a diversion, a much smaller one, and as I said, I will 
get to what a diversion is in a moment. 

The revenue here is very steady, very predictable, 
because there is a fixed universe that is paying a fixed fee 
every year, so we know how much money we are going to get in 
this program with no difficulty each year. These fees, again, 
are all by rule; none of them are by statute. Finally, in this 
program we are required to cover both the rent and the fringe 
benefit costs for all of our employees. 

Housing inspections, the third major one, was grossly 
underfunded up until a year ago. It was 33 percent taxpayer 
supported, and the amount of money that was being appropriated 
was barely enough to do half the inspections that are required 
under the law. That changed with a statutory change in the 
fees last July. The fee there is an inspection fee that is 
collected at the time of the inspection, so those fees we have 
to earn. If we don't inspect, we don't get any money; unlike 
the fire registration fees, all we have to do is send out the 
bill. In the case of housing inspect i on, we actually have to 
perform the work or we don't get any money, so how much money 
we get is very much dependent on how many inspections we have 
and how hard those inspectors work. In this program, we also 
cover fringe benefit costs, and we provide financial support 
for something called the Housing Demonstration Program. Again, 
that is by statutory provision. 

Let me talk just a little bit now about them as you 
see them in the budget. That is sort of how they work and what 
they do. Each of these three programs receives an 
appropriation in the budget . However, there is also in the 
budget what is called a "revenue anticipation." The language 
in the budget provides that the appropriation is reduced to the 
degree that the anticipation is not met . So, if we don't bring 
in the money, we don't have it to spend, notwithstanding the 
fact that there is an appropriation for a fixed amount. 
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Now, here is where I get to diversions. If the amount 
anticipated exceeds the amount appropriated -- and it does 1n 
Construction Code by $2.2 million, and in Fire Safety by 
$200,000 what that means is that that amount goes to the 
State's General Fund, because the amount we receive as an 
appropriation is less than the amount that we have to cover in 
an anticipation. The budget also provides for language that 
says that revenues in excess of the anticipation are also 
appropriated to the program. 

So, to give you an example: If construction code 
costs $7.5 million, and that is what it costs, then we have to 
collect $7.5 million in order to have the appropriation. Then 
we have to collect another $2. 2 mil lion in order to begin to 
get any of the excess revenue. That $2.2 million gap goes into 
the State's General Fund. These gaps, if you will, have all 
principally occurred-- I mean, we are all involved in this. 
They have occurred in the Appropriations Committees, obviously 
not without the connivance of the executive branch, except for 
this past year. The Appropriations Act is a joint venture 
between the executive branch and the legislative branch, but 
the primary mechanism by which we have been made to cover all 
of our costs, has been the Appropriations Act opening up a gap, 
and a big one was opened in the FY '90 Appropriations Act, 
between the amount appropriated and the amount anticipated, and 
then telling us, "Make it up with revenue." And of course, the 
only way we can make it up is by raising fees, and that is what 
we do. 

In addition to that routine, which is the basic one, 
there are a couple of other things that I should mention about 
appropriations: 
where the fees 

One 
that 

is, we have two revolving funds. That is 
are collected are placed in a fund that 

carries forward from year to year and we can use that money to 
offset the costs of the program, not just the year in which it 
is collected, but maybe in a future year. Theoretically, those 
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kinds of funds would allow us to save up a little money when 
construction is booming, and spend it down when construction · is 
slow, thereby limiting the impact of the construction swing and 
our fee rates. But those revolving funds have always been 
capped in terms of the amount of money we could carry forward 
from one year to another. All through the '80s it was a 
million dollars. Anything over that cap lapsed, which means we 
didn't have much in the bank to draw on when the construction 
cycle went down. When I say "lapsed," I mean it went into the 
General Fund again. It is another way of diverting . 

We also have a Trust Fund, the new Home Warranty Trust 
Fund, which covers the Warranty Program, and as a Trust Fund 
nobody ever messes with that. It is carefully audited every 
year . Al 1 of the money stays i n t he Trust Fund. Only proper 
expenditures can be made out of the Trust Fund, because it is a 
Trust Fund and that is the nature of trust funds. 

We also have one simple appropriation. Our Boarding 
Home Licensing Program is not a revenue-supported program. It 
collects a little bit in fees which goes into the General Fund, 
but it was never intended to be self-supporting. It was felt 
that the boarding home operators simply couldn't afford the 
level of fees that would be necessary to have done the 
of regulation that was necessary, particularly in the 
So that program isn't, and was not intended 
self-supporting. 

amount 
1980s. 

to be 

Finally, this year's Appropriations Act has a new 
trick which you should be aware of -- it was inserted at the 
last minute -- and that is, in the Fire Program if we have any 
money at the end of the year to carry forward, it, too, up to a 
million dollars is lapsed into the General Fund. 

Let me talk specifically now about the three recent 
fee increases, how much they were, and why they were that 
much. Construction Code: In Fiscal Year 1990, July 1, 1989, 
by an emergency rule, we raised fees by 30 percent. That was 
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done to offset $1,700,000 worth of appropriation which was lost 

through the Budget Act that year. The Governor's budget had 

proposed the $1,700,000 appropriation. That was the first year 

it was Governor Kean's last budget where things were 
starting to get tight. Once $1,700,000 worth of appropriation 
was taken away by the mechanism I described of opening up that 
gap and we had to make it up in fees, that worked out to 30 
percent, and there was a 30 percent fee increase that year. 

In Fiscal Year 1992, April 1991 specifically, there 
was another 30 percent average fee increase. It was done to 
offset wage increases and the drawdown of our carry forward 
reserve. I mentioned before that we had some ability in the 
revolving funds to carry forward some money in the bad times. 
By t hat point in time it was gone. We had, in effect, been 
subsidizing our costs the year before with savings account 
money from the past that we didn't have anymore, and also wage 
increases. The wage settlement back at that time, during the 
last year of the Kean administration, was fairly generous, and 
it cost us 27 percent in labor costs in 21 months. We had to 
get it somewhere. Since we were receiving no appropriations, 
the fees had to be raised to get us back those two things. 

This year again fees were raised; a much smaller 
amount, 8 percent in October. But also we extended the 
coverage I mentioned of the State Training Fund earlier that we 
collect on each building permit, a very small amount of money. 
Up until this year that was collected only on new 
construction. Now it is collected on alteration jobs as well. 

ASSEMBLYMAN KELLY: You're talking about UCC fees, 
aren't you, just UCC fees? 

percent 

MR. CONNOLLY: Yes, this is still UCC. 
ASSEMBLYMAN KELLY: Still UCC, okay. 
MR. CONNOLLY: The reason we 
plus the money that we got 

needed that money, 
f ram extending the 

the 8 
State 

Training Fund, was, again, the extended recession. This is the 
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first year that we have had to pay our own rent. That used to 
be funded from the Central Rent Account, in other words by the 
taxpayers, but in this year's budget we have to pay the rent. 
That is $700,000. Finally, the cost of increments that were in 
this budget, the increments that were provided for this year. 
That wi 11 cost us about 4 percent, because most of our people 
get increments. A person who gets an increment, it is 5 
percent, but for us across our payroll , it is about 4 percent. 

Bear in mind that staffing through all of these 
increases was reduced from 150 to 104 in our Uniform 
Construction Code Program. All of this money was not being 
raised in order even to carry a staff. That is not wrong that 
staffing was reduced; activity is down. But fees have had to 
go up quite dramatically over that period of time, primarily i n 
order to comply with the mandate to shift our costs entirely to 
fees. 

Fire Safety-- Let me turn to Fire Safety now which 
has a similar record. In FY 1990, the same first budget 
crisis, the last year of the Kean administration, $2 million 
worth of fire appropriations were lost and had to be made up in 
fees. The increase that year was 15 percent. In Fiscal Year 
1992, again October 1991, fire fees were raised again to fill a 
requirement that was placed on us that year that we had to meet 
our fringe benefit costs, which in that program were a million 
dollars. Our ' fringe benefit costs are about 30 percent of the 
payroll. Up until that time, again, that was something that 
had been covered out of the General Fund, in other words, 
covered by the taxpayer. It is not covered by the taxpayer 
anymore. 

Also, that increase, which was 20 percent that year, 
included 10 percent for the local fire departments which 
enforce the code. That was the first increase in the rate of 
reimbursement to them in four years. 
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MS. SMARTH (Assembly Majority Staff): I have a 
question. · 

ASSEMBLYMAN KELLY: Go ahead, you may ask a question. 
MS. SMARTH: For October of '91, you just said you 

increased it, and you mentioned a 10 percent figure. Was there 
a figure--

MR. CONNOLLY: We increased the fees 20 percent. Ten 
percent of that was--

MS. SMARTH: And you broke it out between a fringe 
benefit requirement and the--

MR. CONNOLLY: Local enforcing agencies, to give the 
local fire departments that enforce the code a little bit more 
money. It had been four years and, like everybody, their costs 
ha ve gone up. We need to provide them an adequate level of 
funding. So, there was a 20 percent increase; 10 percent 
necessitated by fringes, and 10 percent necessitated by our 
belief that the local fire departments needed an increase. 

Fiscal Year 1993: We have not had a fee increase. 
The only new cost that has been imposed on this program this 
year is the requirement to pay the rent in the DCA building 
downtown. We haven't been given a firm figure on that yet, so 
there isn't any way for us to know how much we need to cover 
it . I don't think it is going to be anything like the $800,000 
that we were required to come up with for the privately owned 
building out in Lawrenceville. Again, staff decreased from 95 
to 85 across the period in which all these fee increases were 
taking place. 

Our Housing Inspection Program: These fees were 
statutory, so there had been no increase in fees for a long 
time, and the program had been losing money since 1976. A fee 
bill finally passed on July 1, 1991, after having pended in the 
Legislature f-or 15 years, not always with the same sponsor, 
obviously. Two sponsors actually passed away during the time 
the increase bill was pending. 

Jersey State L\~ 
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ASSEMBLYMAN HARTMANN: That was a bad bill to sponsor, 
if that killed them. 

MR. CONNOLLY: The average fee increase across the 
whole universe was 100 percent. During the period of time that 
the fees had been frozen, the cost of doing business -- the CPI 

had increased 400 percent. The increase fell more heavily 
on large owners than small owners, because the fee increase 
legislation in 1991 also attempted to correct what many people 
viewed as a longtime injustice. The fee structure that had 
been enacted in 1970 was bottom loaded. Small property owners 
paid a great deal more per dwelling unit than large property 
owners, basically because there was a series of caps in the 
fees. The little guy might be paying $25 a unit for the 
inspection; the big guy might be paying 25 cents, and I am not 
exaggerating. 

So for the small property owner the fees went up 
hardly at all, about 12 percent, while for people who owned 
very large complexes, they went up very, very dramatically, 
because those people, of course, had not been covering the cost 
of their inspections for a generation. 

In this program there was a staff increase. That was 
the whole point of the 1991 fee increase; to allow us to 
actually inspect all of the hotels and multiple dwellings once 
every five years, instead of once every 10 years, which was the 
rate at which we were at. The five-year standard is not our 
idea. It is statutory; it is in the law that that is what we 
are supposed to do. Staff in that program increased from 90 to 
145. Our inspection output doubled. Inspection output for 
State inspectors in the program quadrupled across the one-year 
period. 

Let me just sum up a little bit on diversion of fees. 
Obviously I have addressed divers ion of fees as I went into 
each of those subjects, but there is a little bit more to know 
about the diversion of fees: Are they being diverted either 
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within the Department to "social programs" or to the Treasury? 
With the Department, in the short term, yes; in the long term, 
no. The reason I say that is, over the last six years an 
average of $320,000 a year has been transferred between code 
accounts. The Chairman mentioned at the outset that the size 
of the budget we are talking around here is on the order of $20 
million, so that isn't a great deal. About 1 1/2 percent of it 
was spent during that period. The major activity in terms of 
these transfers was about $900,000 to the Fire Program from the 
Construction Code Program at the height of the building boom, 
and about $700,000 back to the Construction Code Program from 
the Fire Code Program just one year ago. 

The ability to balance these fees one against the 
other within the Division, I think is important and worthwhile, 
because basically it allows somewhat lower fees. If we are not 
able to balance, then we have to be a good deal more 
conservative in the fees we set, particularly in the building 
code, since, from what I described earlier, we've got to bring 
in the money. It is a little bit difficult to predict how much 
money a construction code fee schedule will bring in, because 
it depends on the state of the economy. The abi 1 i ty to draw 
from one against another is useful. If we don't want to do it, 
then we will just simply have to have somewhat higher fees 
overall. 

Within the Department, again over the last six years,. 
a net of $21,000 has been transferred into the code programs 
from other programs within the Department, an absolutely 
inconsequential amount. 

ASSEMBLYMAN CORODEMUS: Mr. Chairman? 
ASSEMBLYMAN KELLY: Go ahead. 
ASSEMBLYMAN CORODEMUS: If you don't mind me 

interrupting-- Maybe a 11 the other Committee members got it, 
and I missed it -- the explanation of how your Department is 
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funded with the anticipated revenues opposed to the 
appropriated. Maybe you could go by that one more time. 

MR. CONNOLLY: Yes. For the programs, each receive a 
specific amount of appropriation, and you can find it in the 
DCA budget pages in the Appropriations Handbook. But if you 
turn to the very front of the Appropriations Handbook, you will 
find a long list of amounts of revenue anticipated from fees in 
all the various departments. If you go to the back of the book 
and add up all the appropriations under, you know, Direct State 
Services or State Aid or Revolving Fund, whatever they are, and 
you add them all up, and then you go to the front and compare 
the amount that has been appropriated to the amount that has 
been anticipated, and then you bear in mind that the budget 
s ays that we have to cover t hat antic i pation and we only get 
excess revenue above that anticipated, then if there is a gap 

if what has been appropriated is less than what has been 
anticipated -- and there is in two out of three of the accounts 

wel 1, where does that money go? It goes to the General 
Fund, because all the anticipated revenues go to the General 
Fund. And we are getting back appropriation which offsets it 
almost entirely in Fire, misses it by a great deal in 
Construction Code; $2.2 million out of $7.4 million is a l ot of 
money. 

ASSEMBLYMAN CORODEMUS: Could you give us two numeric 
examples, perhaps, of how this could result in a shortfall to 
the Department; and another example of how it might result in a 
surplus to the General Fund? 

MR. CONNOLLY: It doesn't result in a shortfall to the 
Department. That is why we raise fees. 
the fees to cover those. 

It forces us to raise 

ASSEMBLYMAN KELLY: They raise the fees. 
MR. CIFELLI (Assembly Minari ty Staff): 

anticipated revenues? 
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MR. CONNOLLY: Generally, 
from the · Governor, and they are 
Appropriations Act. But and 

anticipated revenues 
set, if you will, in 
this is important 

come 
the 
the 

changes in the anticipated revenues that have opened up these 
gaps have happened in the Appropriations Committee, not in the 
Governor's presented budget . 

For example, last year in Fire, the Governor presented 
a budget where there was no gap. Through some very minor 
fiddling around, about $200,000 worth of gap opened up. When I 
say "fiddling around," I mean reducing appropriations without 
reducing anticipation within the Fire Program accounts opened 
up the $200,000 gap. Similarly, back in 1980, the Governor 
submitted a budget for Construction Code that had a gap of 
about $700,000, and the Appropriations Committee increased that 
by $1.7 million, up to $2.4 million. So, you know, this is 
happening in the appropriations process much more than in the 
preparation of the budget by the Governor, in all honesty. 

ASSEMBLYMAN CORODEMUS: Through the Chair, two 
different aspects of the budget within your Department could be 
subject to that type of discrepancy. If you had a very static 
type of an account, like you do in multiple dwelling, you 
only-- Unless things change dr arna tic ally, most 1 ike ly there 
are going to be a static number of dwel 1 ing uni ts, so you can 
pretty much anticipate how much you are going to spend, as 
opposed to new construction. Do you get involved with new 
construction? 

MR. CONNOLLY: Yes. 
ASSEMBLYMAN CORODEMUS: So, that could vary 

significantly. 
MR. CONNOLLY: The way we are able to respond to 

increases in construction activity requiring more inspectors 
and whatnot, is the other piece of budget language I mentioned 
at the outset; that any revenue in excess of that anticipation 
is appropriated for the purposes of the program. So if we come 
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into another mini boom here and construct ion activity goes up 
by 50 percent, that means our permanent revenue will also go up 
by 50 percent, and we are able to spend that money to hire the 
extra inspectors to service the industry, because we've got 
that, you know, that budget language there. So that is not 
really relevant. 
diverted, is if 

What is relevant in terms of any funds being 
there is a gap in the Appropriations Act 

between the amount anticipated and the amount appropriated in a 

revenue-supported program. 
MS. SMARTH: I have a question on the fee breakout for 

FY '92-'93: The anticipated revenues for the Housing Code 
Enforcement, which I guess is the housing inspection fees, is 
$5.128 million. The Uniform Construction Code was $3.689 
mi 11 ion, and the Fi re Safety , which is the biggest proportion, 
is $13. 3 88 mi 11 ion. Supposedly beyond these anticipated 
revenue levels, you are going to also have excess fees beyond 
that. The Housing Inspection supposedly $500,000; for UCC, 
$400,000; and for Fire Safety, $5 million. 

Under the scenario you just described, those excess 
fees-- Are you saying those excess fees are going to come back 
into the General Treasury, or part of these based on--

MR • CONNOLLY: 
excess fees we get 
appropriation and 
appropriation numbers 
numbers. 

No, it is not the 
to spend. It is the 
the anticipation. 
there; you don't have 

excess fees. The 
gap between the 
You're reading 
the anticipation 

MS. SMARTH: 
$500,000, $400,000, 

So the figures that I just mentioned, the 
and $5 mi 11 ion for the three respective 

categories, you're saying will be reappropriated--
MR. CONNOLLY: At that time that was -- at that time 

for us was 18 months ago our best estimate of what that 
amount of revenue might be. But you just read, like, $3.6 for 
Construction Code. You flip to the front of the Appropriations 
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Act where they give you anticipated revenue for Construction 
Code, and · it will be a number in the five millions, and that is 
your gap. 

ASSEMBLYMAN KELLY: There's your gap. 
Well, we say "taxpayer" whether it's General Fund or 

fees. The taxpayer is paying them, no matter which way it 
comes, whether we say-- There is always the taxpayer. 

MR. CONNOLLY: Right, but what you're hearing and 
quite legitimately so is a lot of squealing from the fee 
payers, who are a narrow group of people, who were, up until 
three years ago, getting some support for the cost of those 
programs from the general taxpayer, and they are not anymore, 
so their fees have gone up significantly. 

ASSEMBLYMAN GREEN: Mr. Connolly, 
question I wanted to ask you. Let's not say 

you answered the 
"fee." Let's talk 

about a tax, because that is what it really 1s. We are taxing 
people who don't have any control over this particular tax. It 
is a pass-on tax. Like you said before, if you don't get it 
from the budget, then you have to increase the fees. 

MR. CONNOLLY: Technically, there is a difference 
between a fee and a tax, in that the cost of the fee has to 
somehow be tied to the cost of a particular service to that 
particular individual, where obviously taxes don't. 

ASSEMBLYMAN GREEN: What I am trying to say to you is, 
when you increase a fee, anybody in business has a debt that is 
passed on. Am I correct? 

MR. CONNOLLY: Oh, absolutely. There is no question 
about that. 

ASSEMBLYMAN GREEN: So that means that it is passed on 
to the average renter. Am I correct? What happens in an area 
where you have rent control? Who picks it up? The landlords 
can go in and they can have that fee, you know, tied into their 
increase, and what happens? All I am saying to you is, the 
bottom line is that the average tenant gets hit with this fee. 
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MR. CONNOLLY: Well actually, at some point you have 
to come tD the point of, "Is it worth it?" I hope to address 
that in a little while, but that is what is going on. 

ASSEMBLYMAN KELLY: I want to ask you one question, 
Mr. Connolly: Do we have a cost breakdown of what it actually 
costs to determine these fees? 
it actually costs? 

Does the Department know what 

MR. CONNOLLY: Yes, I am going to talk a little bit 
about that in a minute. 

ASSEMBLYMAN KELLY: They can document the costs of al l 
their fees? 

MR. CONNOLLY: Absolutely. Yes, because our 
bookkeeping goes by account . Each one of these fee programs 
h as i ts own accounts, s o , you know, you can document pre tty 
explicitly where the money is going. 

ASSEMBLYMAN KELLY: The actual performance? 
MR. CONNOLLY: Performance as well. I want to talk 

about that in a minute. 
ASSEMBLYMAN KELLY: Okay, that is what I am interested 

in. 
MR. CONNOLLY: Productivity in 

raised to support less work per worker ? 
legitimate question. 

fees: Are fees being 
I think that is a very 

Let me talk first about housing inspections. Unit 
productivity in our Housing Inspection Program, in other words 
how many units an inspector inspects on average, is up 92 
percent since FY '86, and up 18 percent in the last year, 
notwithstanding the fact that we had a 250 percent increase in 
inspection staff. Anybody who has ever dealt with an expanding 
company knows it isn't all that easy to maintain productivity 
when you are expanding rapidly. But our unit productivity for 
our in~pectors rose in the last year by 18 percent. 

Based on a study I have that was done by the Executive 
Commission Expenditure Review of the State of New York, our 
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Housing Inspection Program does the same amount of work as that 
of the City of New York, with one-quarter of the staff and 
one-eighth the funds, and a good deal more effectively when 
measured in terms of what percentage of buildings inspected are 
actually brought into compliance. 

ASSEMBLYMAN KELLY: Did you say the City of New York? 
Well, that is a different world over there. I don't even want 
to consider them part of New Jersey. They do everything whacky 
over there, as far as I am concerned. 

MR. CONNOLLY: There is no question about that, but 
one-quarter is pretty good. 

ASSEMBLYMAN KELLY: 
whack--

Okay. But if they are way out of 

MR. CONNOLLY: On about the same work load. They do 
about the same number of inspections of units in a year that we 
do. 

ASSEMBLYMAN KELLY: Okay. 
MR. CONNOLLY: We have productivity standards for each 

individual inspector. 
and actually dismissed 

They are subject to 
if they don' t meet 

being disciplined 
those productivity 

standards. We have, in fact, dismissed inspectors for failing 
to meet those productivity standards, and we wi 11 continue to 
do so. We take giving some kind of value for the money we 
collect very seriously. 

The Fire Safety Program likewise. Our inspector 
productivity is up 56 percent over the last three years. We 
have leaned on our fire inspectors quite hard in the last three 
years. I didn't think our productivity was what it should be 
in the beginning of the program. That is a little bit 
understandable in the beginning of a program. I will get to 
some more specific dollar costs in a moment, but in terms of 
productivity we have had pretty substantial increases recently. 

In our Construction Code Program, our plan review work 
load is basically steady. The amount of work that a p 1 anner 
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bureau is being asked to do -- number of open cases, plans they 
have to handle is about the same now as it was in 1989. 
That is because our staff is down. I mentioned earlier that 
Construction Code staff was down a fair amount, and rightly so 
because the work load is down as well. 

Local inspection: Our unit productivity is down since 
1989. We have to cover 40 towns with just 20 inspectors. We 
have to spend a certain amount of time in town halls dealing 
with people who want to get permits and asking questions. As 
the construction jobs get fewer, they get further apart. It 
has not been possible over the last four years to maintain the 
same level of unit productivity with our building inspectors as 
we had before, and as we have been able to do with all of the 
other programs. 

Why does it have to cost that much? Housing 
inspection-- It costs us $286 a day to keep an inspector on 
the road. That is not what we pay an inspector. Again, 
anybody who is in business knows that what you pay your staff 
and what you have to collect to stay in business are not the 
same number. In the architectural engineering profession, 
where I come from, which is a fairly good model for what we do 

those are the people we work with you have to get 
two-and-a-half to three times direct wages to stay in 
business. We get between 1.8 and 2.2, depending on the 
program, of direct salaries. In other words, what these fees 
have to raise for us is about 1.8 to 2.2 direct. Indirect is 
your fringes, your rent, the cost of support services, the cost 
of cars, and all that kind of stuff. Our ratios, when compared 
to the private sector people who do very similar activities, 
are pretty decent. 

For that $286 a day what we have to get out of our 
inspectors, since the averag~ fee across the whole system 
produces $2 O, you know, we have to get 15 uni ts a day. Our 
productivity standard of those inspectors is actually 18 units 
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a day. That is the one they have to meet, or ultimately they 
get fired: 

Fire inspection costs us $411 a day to keep a fire 
inspector on the road, and the average fee across all of the 
people who pay the fire fees, is 
as little as $50. Some pay a 

about $250. Some people pay 
couple of thousand, but the 

average fee is about $250. The reason fire costs so much more 
than housing inspection is something I mentioned earlier: 
one-third of the costs of our Fire Program have nothing to do 
with inspection, yet are carried under fire fees. We used to 
get appropriations for th-ose 
incident reporting and public 
training. We don't. Fire 
appr o priation left. It 
Appropriations Act. 

programs, like, you know, fire 
fire education and fire fighter 
fighter training was the last 
disappeared in this year's 

So it costs us $411 a day to keep that fire inspector 
on the road, because he is carrying more than an ordinary share 
of overhead. He is carrying one-third overhead that has 
nothing whatsoever to do with what he does, because a decision 
was made, again, in the FY '90 budget to support those costs 
out of fire fees. That is what it meant when you took away the 
appropriation and raised the anticipation. That was a policy 
decision to support those costs on the fees that are charged to 
the business owners. 

Building inspections cost us about $368 a day to keep 
an inspector on the road. The reason there is not that sort of 
a problem, but the fact that building inspectors -- plumbing 
and electrical make a lot more money than housing 
inspectors. We pay our building inspectors around $46,000 a 
year; we pay a housing inspector around $26,000 a year. It 
just costs a lot more money to get a good building inspector 
than it does to get a good housing inspector. 

It takes about three days of effort to do a typical 
house. Remember I said $386 a day is what it costs us to keep 
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one of these people out there. Three days of multiple 
inspections in the building construction process; you come back 
a number of times. You come back with a number of different 
kinds of inspectors, because the law provides for plumbing, 
fire, building, and electrical, to all be separate. 

ASSEMBLYMAN CORODEMUS: Did you say three visits to 
the house? 

visits. 

MR. CONNOLLY: No, three days of effort. 
ASSEMBLYMAN KELLY: Three days of effort. 
ASSEMBLYMAN CORODEMUS: To inspect the house? 
MR. CONNOLLY: By four different people , multiple 

ASSEMBLYMAN CORODEMUS: How many people? 
MR. CONNOLLY: Four d i ff erent peo p l e. 
ASSEMBLYMAN CORODEMUS: Right. 
MR. CONNOLLY: Coming at different times: footing, 

foundation, framing, final; when you make the water connection 
to the street, when you make the sewer connection to the 
street. All of those are times when inspections take place. 
It works out to about three days of effort on a typical house. 
At $368 a day, our fees-- The fee schedule is complex, but on 
a 1200 square foot town house, it is $818 . On an 1800 square 
foot detached home with a basement and a two-car garage, which 
is your average New Jersey house, it is $1495. In each case, 
about three-quarters of 1 percent of the construction cost to 
the house. That has not changed much over the last 20 years. 
That is about where it has been for a long time. 

ASSEMBLYMAN GREEN: Mr. Chairman? 
ASSEMBLYMAN KELLY: Mr. Connolly, would it be easier 

for outside inspectors, and cheaper for outside 
do this work, rather than the State? 

MR. CONNOLLY: The next item on 
privatization. 

inspectors to 

my outline: 

ASSEMBLYMAN KELLY: Privatization - - interesting. 
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MR. CONNOLLY: It is not cheaper. 
ASSEMBLYMAN KELLY: It's not? 
MR. CONNOLLY: It costs, in these building code 

inspections right now today, about 115 percent of what it 
costs-- It costs about 115 percent to do it with a private 
inspector of what it costs to do it with a State employee. 

ASSEMBLYMAN CORODEMUS: You're talking just about the 
dollar fees? 

MR. CONNOLLY: Right. 
ASSEMBLYMAN CORODEMUS: What about the pension and the 

benefits? 
MR. CONNOLLY: No, no, total cost; total cost to the 

guy who wants to buy the permit. 
ASSEMBLYMAN CORODEMUS: How are y ou breaking that d own? 
MS. SMARTH: How do you break it out? 
MR. CONNOLLY: Pardon? 
MS. SMARTH: What factors are you applying as breakout 

to come up with that kind of--
MR. CONNOLLY: Because by 

agencies receive 115 percent of what 
work. 

ASSEMBLYMAN KELLY: By law? 

law private inspection 
we receive for the same 

MR. CONNOLLY: That is a provision of the Uniform 
Construction Code. 

ASSEMBLYMAN CORODEMUS: Just so I understand, Mr .. 
Connolly, if you charge $100 for an inspection, you' re saying 
that a private concern would charge you $115? 

MR. CONNOLLY: If a given inspection is costing the 
fee payer $100 and it is being done by a State employee, that 
same inspection would cost that fee payer $115 if it is being 
done by a private inspection agency. 

ASSEMBLYMAN CORODEMUS: And those 
currently collected by the St ate, that were 
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$100, are sufficient to pay for the pension and benefits that 
the State-employee enjoys? 

MR. CONNOLLY: 
costs are--

Yes . 

ASSEMBLYMAN KELLY: 
shaking his head. 

Our costs are very high. Our 

There you go. I see somebody 

MR. CONNOLLY: These fees that I have just described 
for us-- Let me just put them in perspective. They run maybe 
25 percent, 30 percent higher t han if we did the same thing in 
municipal government. 

ASSEMBLYMAN KELLY: Before you continue, Mr. Connolly, 
I see somebody shaking his head back there. Who a re you and 
what are you doing? Are you an outside inspector? 
RUSSELL B. 
from audience) Yes, 

M C L A u G H L I N, SR.: ( spe a k i ng 
sir. My name is Russell McLaughlin, Sr. 

I am Assistant to the President of Building Inspection 
Underwriters Inc. 

ASSEMBLYMAN KELLY: You were just shaking your head. 
What does that mean? Do you charge 115 percent above--

MR. McLAUGHLIN: Not that I know of, sir, no. 
ASSEMBLYMAN KELLY: Oh, okay. Are you going to 

testify? 
MR. McLAUGHLIN: If I may. 
ASSEMBLYMAN KELLY: Is he on the list? 

response) We'll see you later. 
(affirmative 

Go ahead, Mr. Connolly. 
MR. CONNOLLY: As I said, that is not a point there 

can be much debate about. 
reference. 

I can give you the statutory 

We tried a different approach, rather than using the 
third-party agencies for some of our own State work load at the 
peak of the construction boom, bringing in, like, temporary 
employees from an engineering job shop. That was very 
effective in terms of getting us people to do the work at a 
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time when it was very difficult to hire State employees, 
because the private sector was paying so much nobody wanted to 
work for the State. But it cost us about 170 percent of what 
it would cost us to do it with our own people. 

ASSEMBLYMAN CORODEMUS: Mr. Chairman, I am anxious to 
start questioning. I don't know if we are going to wait for 
all of Mr. Connolly's presentation to be finished. 

ASSEMBLYMAN KELLY: Go ahead. 
ASSEMBLYMAN CORODEMUS: It seems like he has a lot of 

papers there and he is very well prepared. I might be taking 
this out of context, because he seems to be answering questions 
along the way as we go, but I have a question about multiple 
dwelling inspections. A person is interested in purchasing, 
l e t's say, a 10-unit residential facility. I have seen f rorn 
personal experience that that prospective purchaser pretty much 
purchases that building at his peri 1, in that it is impossible 
to coordinate an inspection from your Department prior to the 
closing so when the new buyer gets in there he knows exactly 
what he is walking into. 

Why isn't something 
pr i vat iza t ion so that a buyer can 

like 
retain 

that subjected to 
a private inspector, 

an engineer who is licensed under your Department who can go in 
there and be paid for the inspection and know exactly what kind 
of items that do not comply with the State code, as opposed to 
buying the building and then two or three years after closing, 
one of your inspectors comes along on his five-year cycle and 
really whacks him with all the noncompliance items? Why can't 
we privatize that? 

MR. CONNOLLY: In a sense, it is privatized, because 
there are companies that do that. 

ASSEMBLYMAN CORODEMUS: But without sanction by the 
State. 

MR. CONNOLLY: Those companies are, in no sense, 
accountable to us or responsible, you know, to make sure -- so 
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that we make sure that what they do is right. But, sir , 
anybody who buys a building, whether it is a multiple dwelling 
or a single-family house-- There are lots of companies out 
there to do those inspections . 

We have historically opposed the idea of doing sales 
inspections under the Multiple Dwelling Law simply because it 
is very expensive, because of the responsiveness needed . I 
mean, if somebody can call from anywhere in the State today and 
they have a closing fairly soon and they want it inspected and 
everything done right away, then you have to have people 
standing by, effectively, so that the unit cost gets fairly 
high. Licensing people to do the private inspections I think 
is a good idea. 

ASSEMBLYMAN CORODEMUS: Jus t to pursue that for a 
moment, everybody seems to lose on that juncture by not 
privatizing, because the building does not get inspected when 
it should be inspected, when it is falling into the hands of 
the new owner, so that if there are any items that are not 
complying, they continue to remain in noncompliance until one 
of your inspectors comes a long. Secondly, an opportunity is 
lost because when the property changes hands there is an 
oppor t unity by the buyer t o force the seller to either 
compromise the price so he can do the repairs, or the sel l er 
wi 11 have to do the repairs. Then the State loses because it 
just lost out-- I have never seen a buyer bemoan the fact that 
he paid an inspection fee. I think they would pay it gladly. 

MR. CONNOLLY: We think it is the best time to inspect 
the building, because at the time of the sale there is money. 
It is time to fix the building. It is much more possible to 
fix it up than at other times . 

ASSEMBLYMAN CORODEMUS: There is no policy 
determination at this juncture within the Department to go to 
privatization for that, or other inspections? 

38 



MR. CONNOLLY: If we were in charge of that at all, I 
think we · would go to privatization of it. I would call it 
"governmentization," because there would be more of us then 
than there are now if we do that. Even if it is only a couple 
of people to oversee these home inspection companies, that 
would be a new activity for us. 

ASSEMBLYMAN CORODEMUS: Who is in charge of setting 
the policy, if it is not you? 

MR. CONNOLLY: I'm not sure what you mean. 
ASSEMBLYMAN CORODEMUS: If I were to advocate the 

position that your Department should look into privatization of 
that--

MR. CONNOLLY: Well, let me just say that there is a 
bill that would have us do those kinds of inspections. I think 
it is Senator Cowan's bill. I'm not sure just where it stands, 
but it is in at least one committee. We would certainly 
support it, if someone wanted to take that bill and say, "Well, 
yes, you should do those inspections, but they should be done 
by home inspection companies, licensed, etc." We would support 
that. 

ASSEMBLYMAN CORODEMUS: You are awaiting a legislative 
initiative to formulate that policy of privatization, not from 
within the Department? 

MR. CONNOLLY: Because you can't privatize what you 
• don't do. I guess I am not being clear. We don't require 

buildings to be inspected when they are sold. 
ASSEMBLYMAN CORODEMUS: How about the other 

privatization of other--
MR. CONNOLLY: If you get to the first step, which is 

to require that it be inspected when it is sold--
ASSEMBLYMAN CORODEMUS: Right. 
MR. CONNOLLY: --then that would be the sensible way 

to do it. 
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bill. 

charges 
the DCA 
various 

ASSEMBLYMAN CORODEMUS: I'll have to look for that 

ASSEMBLYMAN KELLY: What is the differential in 
between private 
inspectors? Is 
inspections done 

contractors, the municipalities, and 
there a difference between all these 

by the same people for the same 
thing? Do they charge more, less, or the same? 

MR. CONNOLLY: Municipalities? 
ASSEMBLYMAN KELLY: Yes. 
MR. CONNOLLY: Municipalities typically charge less 

than we do. 
ASSEMBLYMAN KELLY: Less? 
MR. CONNOLLY: There are a c ouple of reasons for 

that: One is, particularly in the older towns, they still tend 
to subsidize it at the local government level. There is 
taxpayer money still going into local building departments, 
particularly in our older towns where they don't have a lot of 
new construction and the fees for renovations would be very 
substantial, so they just don't do it. Areas that are heavily 
developing I can give you, because I know their fees. 
Bridgewater Township, for example, up in Somerset County--
Their fees are just about the same as ours. But there is a 
tendency-- Of course, in the towns costs are a little lower, 
because they don't have to travel as much. We have 40 towns, 
and they are all over the place. Our inspectors spend a fair 
amount of time in their cars. So for that reason, on average, 
except where they are using third-party agencies-- In that 
case their costs, as I said, are 115 percent of ours. But 
where they are using municipal employees, typically they are a 
little bit lower. 

But, bear in mind that, you know, certainly no more 
than 5 percent of the building inspections in the State are 
done by State people; probably a lot less than that, because we 
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have 40 towns out of 567, and those 40 are really little 
places, with the exception of Asbury Park. 

ASSEMBLYMAN KELLY: Are there caps on what they can 
charge? 

MR. CONNOLLY: Municipal fees-- We don't let towns do 
what we do. 
exceed the 

We have regulations that say municipal fees cannot 
costs of running the department. We have 

regulations that are very specific about what costs are 
allowable in the running of the department, and we even have a 
12 percent limit on indirect charges; like, we have to pay the 
rent, but we don't let municipalities charge their building 
departments for the rent. We have a 12 percent sort of 
indirect other that they can add to their total costs for some 
of the municipal attorneys' time, some of the mayors' time, 
what have you. They don't bill that individually. But all the 
direct costs within the building department are allowable 
charges against the fees, and then we have the rule which says 
that the amount collected cannot exceed the amount spent. 

Now, again, because these are construction fees, you 
could not enforce that rigidly year to year. In some cases, 
towns collect a little bit more one year, a little bit less 
another year. But we watch them over time, and go after those 
that are turning a profit. 

ASSEMBLYMAN KELLY: But nobody watches you. 
MR. CONNOLLY: That's right. You watch us. 
ASSEMBLYMAN KELLY: Okay. 
ASSEMBLYMAN GREEN: Mr. Chairman? 
ASSEMBLYMAN KELLY: Go ahead, Jerry. 
ASSEMBLYMAN GREEN: I am just refreshing my memory in 

terms of a couple of months ago when we had the Builders 
Association and other groups coming in to testify on the 
extension. Listening to your remarks, and listening also to 
the Chairman, you come very well prepared. Do you think we 
need to look at this whole structure in terms of how we do 
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fees, how we do inspections? It seems like there is a built-in 
cost right there that automatically is going to haunt us in the 
future in terms of--

MR. CONNOLLY: I think there is a way to make this 
whole system more accountable--

ASSEMBLYMAN GREEN: We have kind of overregulated 
ourselves in terms of-- We are really putting ourselves out of 
business. 

MR. CONNOLLY: --and it's not just DCA. It is an 
issue that should be looked at. It 
We are pikers in terms of fees 

is much larger than DCA. 
compared to some other 

departments. 
ASSEMBLYMAN GREEN: Would you feel, based upon your--
ASSEMBLYMAN KELLY: 

(laughter) 
ASSEMBLYMAN GREEN: 

Which one? DEP, in particular? 

It is rather hard to ask you this 
question, because it kind of puts you in an awkward position. 
But, you know, being sincere about listening to your testimony, 
and listening to the other testimony a few months ago, do you 
really think we need to start from the bottom and look at this 
whole structure in terms of how we do business? 

MR. CONNOLLY: The number one question is--
ASSEMBLYMAN GREEN: I mean, with your expertise-- I'm 

pretty sure you see it from both sides. It is obvious you are 
not going to do anything to tear down what--

MR. CONNOLLY: There are really two things I think we 
need to do: One is, decide whether we like the policy of 
covering 100 percent of these costs from fees. Second, I think 
we need to look at what institutional mechanisms we have, like 
the rules we apply to municipalities , that will ensure that 
fees collected are spent the way they are supposed to be spent, 
and do not find their way to other places. Like I say, on the 
whole, those other places help us to balance the budget each 
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year, so we need to think about that before we get-- But 
certainly~ as a fee collector, it is not easy. 

ASSEMBLYMAN GREEN: Yeah, but we can't have people--
MR. CONNOLLY: I certainly favor spending them only on 

the costs of the program, because, you know, who's taken the 
heat for the last three years for all those fee increases, is 
us. 

ASSEMBLYMAN GREEN: Yeah, but we can't have it both 
ways. We are concerned about collecting fees, balancing the 
budget, and then we are also talking about jump-starting, you 
know, the economy, in terms of the housing industry. So, you 
know, to try to have it both ways, we're only kidding ourselves. 

My concern, listening to what we are talking about, 
is, we have to lay it all on the table and begin to look at it 
in terms of, have we overregulated ourselves to the point now 
that it has taken this type of manpower to get the job done? 
Number two, I agree with you that a fee is not like a tax, but 
in reality we are still passing it along to the consumer in a 
hidden manner. 

I think at this point I have listened to testimony on 
a lot of different issues, but when it comes to the housing 
industry, at this point now, I think we have put ourselves in 
the position where we just keep building a monster. If we 
don't stop and start all over, and try to look at it in terms 
of what we can do to streamline government, streamline costs--
I think we could have better control. I see a system that is 
really out of control. 

MR. CONNOLLY: 
privatization, just to 
me about whether, you 
you. 

That 
Let 

give 
know, 

is 
me 
you 
it 

my personal opinion. 
just finish with two numbers on 
a feel for if you disagree with 
would be cheaper, or what have 

Presently, about 89 percent of the elevator inspection 
work that isn't done by municipal employees, is done by 
third-party agencies. Only about 11 percent of it is done by 
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State employees. Again, in the building code, the local 
inspections, plumbing and electric inspections, and stuff like 
that where we do the 40 towns-- About 84 percent of that 
inspection work that is not done by municipal employees is done 
by third-party inspectors, not by State employees. I think 
those percentages are fairly close to irreducible minimums. 
When you think about privatization, I don't think it is a wise 
policy to have no capability to do it yourself and to be 
totally dependent on private companies that you have let this 
work out to. Even if you were to disagree with me and say, 
"Oh, you should only do 5 percent of it, not 11 percent of it," 
clearly that is not a lot of money in the overall scheme of 
things, because we have a tremendous amount of this privatized 
already. Asbestos inspections: 100 percent is done by private 
companies. 

ASSEMBLYMAN GAFFNEY: I have a--
ASSEMBLYMAN KELLY: Go ahead, Mr. Gaffney. 
ASSEMBLYMAN GAFFNEY: --question on that same point. 

We talked about the 1991 law. I assume part of that 
legislation was to bring the fee schedule up to snuff and make 
things more effective. We have been dwelling on this: that 
multiple family units had to be inspected every five years, as 
you mentioned before. I wrote a note here. I thought you said 
that after that change was instituted, your staff increased 
from 90 to 145. 

Also 
municipality, 
reimburse them? 

in that 
right, 

legislation, 
to do the 

MR. CONNOLLY: Right. 

DCA can 
inspection, 

contract with a 
and you will 

ASSEMBLYMAN GAFFNEY: Why did your staff increase? I 
guess you haven't been able to get many of the municipalities 
to do the inspections themselves . 

MR. CONNOLLY: Historically, we have had 
municipalities. That is about how many maintain 
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housing inspectors 
not as ·common a 
inspection. 

in this State. Housing inspection is just 
thing in local government as building 

ASSEMBLYMAN GAFFNEY: But can't they contract with a 
third-party non full-time housing inspector? 
companies that provide housing inspectors? 

Are there such 

MR. CONNOLLY: No. 
ASSEMBLYMAN GAFFNEY: There are none? 
MR. CONNOLLY: No. There a re the companies that we 

discussed earlier that do the sales inspections, and there are 
a lot of those, but there are no private housing inspections on 
behalf of government at the present time. 

ASSEMBLYMAN KELLY: Could municipal people be trained 
to do the State jobs? We have a training program, don't we? 
Can they be trained properly to do the housing inspections, or 
the other inspections, or it is not the capability? 

premise 
them is 

MR. CONNOLLY: In each of the three programs, the 
is that they will be done municipally, but in none of 
it mandated. In each case, the municipality gets to 

make its own decision whether or not it wants to carry out this 
inspection program locally, or whether they want to leave it to 
us. Almost everybody said, "We' 11 do it." There are only 40 
towns that don't. In the fire code, there are 110 towns that 
don't, and in housing inspection there are 450 towns that don't. 

ASSEMBLYMAN KELLY: In other words, they don't want . 
to, you're telling me? 

MR . CONNOLLY : They don't want to, right, because it 
is voluntary with them. 

ASSEMBLYMAN KELLY: Or, do you make it so restrictive--
MR. CONNOLLY: In housing inspection, the trend has 

been going slightly in the other direction. Historically, 
about two-thirds of the inspections were done by locals in our 
Housing Inspection Program. 
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right? 
ASSEMBLYMAN CORODEMUS: 

MR. CONNOLLY: Pardon? 
ASSEMBLYMAN CORODEMUS: 

You' re saying local housing, 

Do you mean local housing that 
we're talking about. 

MR . CONNOLLY: Yes, in multiple housing. Now we are 
down to around 50 percent. The reason is that several of our 
major cities have dropped out; Newark and Atlantic City in 
particular, and Jersey City. Now we do those with State 
employees. 

ASSEMBLYMAN CORODEMUS: What Is the difference to the 
taxpayer now? Let's take Atlantic City. If it doesn't do it 
on its own, or Jersey City, if they choose to abandon their 
local efforts to do the housing inspections--

MR. CONNOLLY: It doesn't make any difference to the 
fee payer, because the fee is the same for everybody, because 
the structure in the multiple--

ASSEMBLYMAN CORODEMUS: How about the State taxpayer? 
MR. CONNOLLY: Pardon? 
ASSEMBLYMAN CORODEMUS: How about the State taxpayer? 

I don't live in Jersey City or Atlantic City or those other 
towns. Does it cost me more per year because of their 
abandonment of the program? 

MR. CONNOLLY: No, no, because we would either spend 
the money-- We would either spend the money paying them to do 
the inspection or do it ourselves, and the cost is about the 
same. 

ASSEMBLYMAN CORODEMUS: How about when it actually 
comes to service? Let's go back to the multiple dwelling unit 
owners. How do they fare? Do they fare better as far as 
efficiency, expediency of service, as far as inspections under 
a local, a State--

MR. CONNOLLY: Where there is a good local inspection 
program, you know, in a place like Hamilton Township, a place 
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like Edison Township, it is much better. In all honesty, how 
does the landlord fare in the City of Newark when a State 
inspector does it? It depends on your standard, what you are 
looking for. There is no doubt in my mind that our people are 
more thorough and tougher. So, if that is your perspective, 
you are not faring real well. But if you are looking in terms 
of wanting other people's buildings maintained so that your 
property doesn't lose value, then you are probably better off 
having a State inspector do it, in all honesty. 

ASSEMBLYMAN KELLY: Is it possible for us to get a 
listing of all the fees that DCA collects? 

MR. CONNOLLY: Yes. They are all in the 
Administrative Code. We can just 

ASSEMBLYMAN KELLY: Can 
the justification for the cost? 
every one of those fees? 

reproduce 
they show 

Have you 

the 
me 
a 

pages. 
how they support 
cost analysis of 

review? 

MR. CONNOLLY: Sure. 
ASSEMBLYMAN KELLY: And we can see it? 
MR. CONNOLLY: Yes. 
ASSEMBLYMAN KELLY: It wi 11 be available for us to 

MR. CONNOLLY: Yes. It is just a question of what 
form you want it in, because, as I say, we have accounting 
systems that keep track of all these costs by program, by type 
of cost. So, it can be done. 

ASSEMBLYMAN KELLY: And we can determine that it cost 
$135 for this inspection based on the information put into that 
computer, or whatever the fee? 

MR. - CONNOLLY: Yes. 
ASSEMBLYMAN KELLY: 
MR. CONNOLLY: You 

Oh, we can. That's interesting. 
know, over the whole thing, if you 

know the numbers of inspections and you know the total costs, 
you can do it. Just bear in mind that with the building code 
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and the fire code, it is not easy. Housing inspection is kind 
of direct~ because that is what we do -- we inspect. 

ASSEMBLYMAN KELLY: Right. 
MR. CONNOLLY: With the building code and the fire 

code we have a lot of acti v ities that are not, in fact, 
inspection activities. So you have to separate out different--

ASSEMBLYMAN KELLY: We can segregate them, okay. 
MR. CONNOLLY: You have to segregate out the 

inspection costs, which you can do. I mean, I have done it. I 
do it every year to try t o make sure that the fees for 
different parts of the program are in proportion to one 
another, and we don't have sort of internal subsidies between 
people who get plan reviews and people who get inspections, so 
we are not charging one an unfair burden, as compared to 
another. You can do it. 

ASSEMBLYMAN KELLY: May we excuse you now, because I 
know you have an epistle there? There are some people out 
there who are shaking their heads. I would like to hear what 
they have to say, and then we wi 11 come back to you. Is that 
fair? 

MR. CONNOLLY: That's fair enough. You gave me a lot 
of time. 

day. 
ASSEMBLYMAN KELLY: Okay. We are going to be here all 

We are not going to finish by 12:00, despite what-- We 
may go downstairs, but we are 
everybody is going to testify. 

going to be here all day, and 

Who would like to address me? Let me see, how 
about-- Mr. O'Keefe, would you like to address us now, or do 
you want to wait until later? 
PATRICK J. 0 •KEEFE: (speaking from audience) 
I will address you now. 

ASSEMBLYMAN KELLY : Okay, come on up . We wi 11 get 
back to you, Mr. Connolly. I saw a lot of head shaking , no, 
yes, so let's find out what is going on . Mr. O'Keefe , you have 
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the floor. You represent the New Jersey Builders Association. 
Okay, we know who you are. 

MR. 0' KEEFE: Thank 
this seat. 
stand. 

I think that one 
you, 
is a 

Mr. Chairman. I'll sit in 
little warmer than I could 

Let me begin, Mr. Chairman, by thanking you and the 
members of the Committee for undertaking this oversight of the 
ho us i ng arena. 
o nly watchdog 

I think, as Mr. Connolly just said, you are the 
we have here. We have watchdogs at all other 

levels. We 
sector, but 
individuals 

have plenty of 
this Committee 

that is concerned 

watchdogs watching the private 
is really the only group of 
about housing policy generally, 

and whether or not we, as a system, and State government, as a 
participant in that system, are carrying out our mission. 

Because you put forward a broad agenda, I am going to 
confine my comments this morning just to the fees. I wi 11 
provi de you some correspondence with respect to the 
Department's response to the GMRC report. We may want t o come 
back to that at some time, but I had not seen that report 
before this morning, so we' 11 get back to you. I have seen 
both the report and the caucus response to it. I have not ·seen 
the Department's response to it, so--

ASSEMBLYMAN KELLY: You never got a copy of it? 
MR. 0 'KEEFE: I hadn't before, and that is probably 

our oversight. 
ASSEMBLYMAN KELLY: Do you have it now? 
MR. O'KEEFE: We will get it, yes. 
ASSEMBLYMAN KELLY: Okay. 
MR. O'KEEFE: Mr. Chairman, I also want to put 

something out that I think-- I speak generally for the private 
sector on this. The NJBA has consistently supported the notion 
that -- or the principle that the private sector should pay the 
costs of those public services, where the need for that service 
is generated by our business activities. We expect, however, 
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that the fees that we pay to do that are going to be targeted 
in terms uf their application; that the revenues generated are 
going to be restricted to the uses that they are supposedly 
collected for; and that the programs we finance will be 
efficiently administered. 

I think, as Mr. Connolly has made abundantly clear so 
far, that our side of that equation is not being met; you know, 
that the moneys being diverted that the programs are not 
necessarily efficient. That is one of the reasons why we 
encourage you to undertake an examination of the fee structure. 

I think we have to really compliment the Department 
for its candor in both the Commissioner's and Mr. Connelly's 
comments about what is going on 
private sector side is that fees 
general revenue source, which is 
treated as if they were taxes. 
would tell you, in fact, from his 

here . What we see from the 
are increasingly becoming a 
to say that they are being 

I am sure, as Mr. Corodemus 
law school days, and I as an 

economist, that fees in New Jersey are now being used in a 
manner that is inconsistent with both law and economics. We 
are paying the prices. 

Mr. Green made a very good point before. We were 
probably regulating ourselves out of existence. If you just 
took the diversions that were discussed so far, they add up to 
$400 per unit of housing. That is the diversions. That is not 
the inefficiency or anything else. That is what you have 
already been told. 

ASSEMBLYMAN KELLY: Four hundred dollars? 
MR . 0 ' KEEFE : Well, we built 15,000 units last year. 

If you add up the diversions that took place, and you take into 
account what has also gone on in DEP, it is about $6 million of 
acknowledged diversions. And that is being passed through to 
the home buyers. 

ASSEMBLYMAN KELLY: You are including DEP, not just 
DCA? 

so 



MR. O'KEEFE: Yes, the diversions. 
ASSEMBLYMAN KELLY: Okay. We don't want to pick on 

you, Mr. Connolly. I want to get it straight. 
MR. O'KEEFE: In fact, I will come to the pikers 

versus the nonpikers in just a second. 
In discussing fees, I think-- Well, I will encourage 

you to examine other agencies. We have already mentioned DEP, 
but I think the role of the Department of the Treasury deserves 
particular attention. Its role here is about as obscure as it 
is significant. The Treasury-- We refer to the Governor as 
budget, but Treasury is very clever through the 0MB in deciding 
how much money is going to be diverted out of these fee 
programs. Then, the other thing that Treasury does is, it 
takes money out of these fee programs and expends it within its 
own loop, so that even the agencies can't tell you where some 
of this money is going. 

Let me keep my remarks focused on three things. There 
has been a lot said today, and I will try to discipline myself, 
if I can. The three focuses are going to be: the general 
structure of fees; the second will be DCA's oversight role; and 
then thirdly, this whole issue of third-party administrators, 
or inspection agencies. 

A little bit of history. Mr. Connolly walked you 
through how we got a 100 percent fee increase in the 
construction codes and the housing arena over the past three 
years. Let me take you back to mid-1989 and describe for you 
how, under an Executive Order, we declared an emergency in this 
State, and increased our building fees in the State 
retroactively. We found out about it probably six to eight 
weeks after the fees had gone up. How applicants were supposed 
to know to pay the higher fee was a bit of a mystery. 

What we did -- and you'll understand how extraordinary 
an action this was-- We sued the Department, but we did so 
together with the League of Municipalities. The co-plaintiffs 
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in that case were the NJBA and the League of Municipalities. 
As you know, we are very often on opposite sides of the coin, 
but that particular action stimulated such a response on the 
part of both public and private sectors, that the two of us 
sued together. 

As we tried to pursue the suit, we asked the 
Department for much of the information that you just asked 
for. And as a matter of policy -- not at the staff level, I 
will add-- As a matter of policy the decision was made, 
perhaps outside the Department, to make none of that 
information available. We requested it both in correspondence 
and in our briefs, and I wi 11 make those available to the 
Committee for your review. 

When the Department refused to provide us with the 
information-- The information we were asking for was exactly 
what you are asking for: Where is this money going? How are 
the fee levels being set? And, how do we know we are not 
subsidizing activities outside o f the housing arena? When they 
stonewalled on the information, we t ook the Department all the 
way up to the Supreme Court. They would not hear it on an 
expedited basis, so we finally had to abandon the suit because 
without the information we couldn ' t tel l whether the fees were 
valid. You know, it was circular. 

ASSEMBLYMAN KELLY: I'm not an attorney. What's this 
expedited -- whatever the hell you just said? What is that? 

MR. O'KEEFE: Well, we wanted to leapfrog, rather than 
have the case drag out for three years . We wanted to leapfrog 
to the Supreme Court and have them direct the Department to 
make this information available. See, we were under the 
mistaken notion, at that time, that here in the United States 
where you can find out anything about anybody, that we had a 
right to know how our moneys were being spent. Unfortunately--

ASSEMBLYMAN KELLY: Only on chemicals. 
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MR. O'KEEFE: 
at that- time. · 

--we found out that that wasn't the case 

Since 1989, the fees have doubled. Mr. Connolly has 
just confirmed that. What he has also confirmed, which we 
suspected at that time, and we have suspected throughout, is 
that a lot of the revenues are being diverted to 
nonhousing-related activities. They are being diverted either 
elsewhere in the Department or outside the Department to 
general revenue purposes beyond what they were originally 
collected for. 

Let me turn to pikers and nonpikers, because DCA is 
not the most guilty of the most severe transgressions here. I 
would say that DCA has always been honest about what has been 
going on. We haven't been able to restrain them from doing it, 
but at least they have been honest about it. I think we also 
should point out that in some areas where the Department has 
had c ontrols, such as the New Home Warranty Program, which is 
the warranty that we provide to new home buyers, the 
Department, indeed, reexamined its premium structure and 
lowered the premiums, and set it up in a way that the industry 
had recommended with risk waiting. We now have a more 
responsive fee structure. 

Data that I have seen, looking at DEP, indicates that 
they have diverted $3 million worth of money just out of the 
Envi ronmenta 1 Services Fund. That is according to their own " 
numbers. 

ASSEMBLYMAN KELLY: We'll get to them later -- the DEP 
-- don't worry about that. 

MR. O'KEEFE: Absolutely, but what I wanted to do was 
clarify, where are we coming up with this number, like, $400 a 
unit? I mean, this is going on across-- If you go into DOT--
It doesn't matter where you go. Treasury has been very clever 
in siphoning off this money. On top of that, DEP just 
announced in mid-August about a $1 million increase in its fees 
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across-the-board, and was prepared to g r forward with another 
$700,0QO on top of that, but in order t do that, they had to 
get legislative 
deferred that 
across-the-board, 

authority and the Appropriations Committee 
action. So, these fees are going up 
and the ultimate victim of all this is either 

the person who tries to buy a house or the people who can't 
afford to buy a house because the fees have driven the prices 
beyond their ability to pay. 

Because Mr. Connolly has done a very good job in 
laying this out, let me jump to a couple of recommendations 
that we think are necessary here. I think, number one, we need 
independent audits of these three programs. We ca ~ -~ t rely on 
either Treasury or the departments to audit themsel 3 , because 
it is obvious that as a matter of policy the fee p rograms are 
being abused. 

Going to your question, and a couple of the other 
members, Mr. Chairman, we need management review and 
restructuring of the programs. 
are doing are being done in 

Not a 11 of the inspections we 
necessarily the most efficient 

way. We need to privatize the reviews. I would note that Mr. 
Connolly is quite correct when he says, as a matter of law, 
third-party agencies charge or, fees that are associated 
with third-party 
Department charges. 

agencies 
But 

are 115 percent of 
the key phrase there 

what 
and 

the 
he 

emphasized it is, "as a matter of law." We do not have 
competition for those third-party agencies' fee structure. 

I think a fourth recommendation would be that we have 
to cap the potential of agencies to increase their fees; not to 
cap their fees. I think we all know that that kind of a cap 
wouldn't work, but we need to cap their ability to increase 
fees, without coming back to the Legislature and getting 
approval of those increases. We need to expressly limit the 
activities for which fees can be collected. We would all have 
disagreement among ourselves about where the fine line should 
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be drawn as to what is directly associated with an inspection, 
but I think we could come to a consensus about where that line 
should largely lie. 

I think we also have to prohibit agencies from 
instituting new programs which are fee financed. It is not 
uncommon for agencies to promulgate a regulation, and then say, 
"This requires a permit. In order to get the permit you wi 11 
pay us a fee." 

ASSEMBLYMAN KELLY: Have you any examples of DCA doing 
that? 

MR. O'KEEFE: No, sir. As I say--
ASSEMBLYMAN KELLY: Okay, so you're in good shape, Mr. 

Connolly. 
MR. O'KEEFE: --I compliment Mr. Connelly's 

presentation. I think -- and this is a point Mr. Connolly was 
making implicitly -- we need to establish a policy with respect 
to reserves, so that in good years, in banner years, where we 
are generating more money than is necessary, we can set that 
aside and not have Treasury or somebody else pirating it; and 
have it available so that during times such as this we have 
some money to float the system out of the recession. 

Mr. Chairman, I would now like to move to local 
oversight, and a point that Mr. Connolly made about the fact 
that the Department is responsible for overseeing the fiscal 
performance of the building departments at the local level with 
respect to the fees they charge and the distribution of those 
resources. 

The Department does, as a matter of law, have a 
responsibility there. Until just recently, however, the 
Department did not have any regulations implementing that 
responsibility. So, while they had the authority, they were 
not acting on it; they were not enforcing it. We know, in some 
instances and I emphasize the word "some"; this is not a 
general indictment of all municipalities -- that building fees 
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are being used to subsidize other forms of local government, 
other activities of local government. Historically, DCA has 
not been willing, except where a complaint is filed, to go in 
and look over the shoulders of municipalities and see whether 
or not the building code fees are financing the department , or 
whether the money is being diverted . 

They have, as I said, in response to complaints that 
we brought, adopted regulations. We have asked, however, when 
they are going to begin to enforce the regulations. The former 
Commissioner of DCA -- not Commissioner Bush -- wrote to us 
and, in effect, said, "We are not going to be able to do that, 
because we don't have the money to do it," and they acknowledge 
that they are not doing it now. 

So, while we have the authority on the books for 
oversight of those building code departments, I think it is 
pretty clear at this point that it is not being done. There I 
would put forward two recommendations: One is that we should 
require the Department, as a matter of its annual planning, to 
have an oversight plan of how it will make sure that building 
code departments are being regularly reviewed; not necessarily 
full-blown audits, but at least a first order review, to make 
sure that they pass the smell test . If they don ' t, t hen 
subject them to an audit. 

The second thing is, I think we need early action on 
your bi 11, Mr. Chairman, A- 14 75, which would create a 
Department of Housing. Now, I say that for two reasons: One 
is because if we had a Department of Housing, they would be 
sensitive. The other is, it is a gratuitous plug to let me 
keep speaking a little bit longer. (laughter) 

ASSEMBLYMAN KELLY: Continue. 
MR. O'KEEFE: Thank you, sir. My last point goes to 

local fees, and here I would like to discuss two things. As I 
said before, Mr. Connolly's point about the 115 percent is 
correct. I think in fairness to the third-party agencies and 
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the Department of Community Affairs, it must be emphasized that 
these fees are set by law. Whatever the Department charges to 
carry out its oversight, its building official responsibilities 
in those 4 0 municipa 1 it ies, it publishes that schedule in the 
"Register." 
same fee. 

By law, the third-party agencies then charge that 

By regulation, the municipalities mark up that fee by 
15 percent; hence, the 115 percent. You can't begrudge the 
municipalities some administrative oversight or an amount of 
money for oversight, so that 115 percent is questionable on the 
basis by which we are setting the underlying fee, which is by 
law or fiat, rather than by bidding. By letting those 
third-party administrative agencies go to each municipality and 
say, "We have a Uniform Construction Code. We are willing to 
enforce it for you under a contract for this price," we would 
get the benefits of privatization. I think then we could have 
a legitimate comparison between what the costs of doing these 
inspect ions in the private sector a re versus what they a re in 
the public sector. Right now, that would be difficult. There 
is a bill that would do that. A-1838 has been introduced, 
sponsored by Assemblyman Catania, which would decouple the 
pr ivate fees from the agencies' fees, and then open up that 
whole area to competition. 

The last point I would like to talk about is escrow 
accounts at the local level. By law -- as I think most of the 
members of the Committee know -- builders have to post cash 
escrows to cover the costs of inspections and reviews and 
things such as that. These escrows are managed by 
municipalities, but they are not the municipalities' moneys. 
Instead, they are paid to consultants like planners and 
engineers, who conduct the reviews and the inspections. 
Because the moneys are not the municipalities' moneys, there is 
less of an incentive than we would like for them to oversee the 
efficient utilization of those moneys. They are really sitting 
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on an administrative account for somebody else. 
come in and they disperse against them. 

The invoices 

I don't know the extent to which this occurs, but this 
certainly is a situation which is ripe for abuse. Under the 
current circumstances there are no -- and I emphasize the word 
"no" standards for the accounting of the escrows, for 
documentation of services rendered, for the invoicing, for 
sett 1 ing disputes where the builder or the applicant thinks 
they have been overcharged. None of those things are covered. 
We recommend that legislation requiring the Department of 
Housing -- now called DCA, erroneously -- to promulgate-- That 
Department would have to promulgate standards of accountability 
for the administration of these escrow accounts. 

As I said at the outset, Mr. Chairman, the private 
sector, certainly the NJBA, does not object to paying fees that 
are fair; that reflect the costs of what we are imposing on the 
public sector as a matter of doing business. That is not what 
we a re objecting to. What we are objecting to is the current 
circumstance which, as has already been outlined, is imposing 
on our customers a tax to finance general services. Our 
customers are very often the least able to afford that. This 
is a very regressive tax when you are applying it to first-time 
home buyers or others who are trying to get into the housing 
market. 

We really do commend you and the Committee members for 
looking into this and hopefully for advancing some legislation 
that will deal with it. Thank you, Mr. Chairman. 

ASSEMBLYMAN KELLY: Thank you. See, he didn't rip you 
up, Mr. Connolly, too bad. It wasn't bad. 

ASSEMBLYMAN CORODEMUS: May I ask Mr. O'Keefe one 
question? 

earlier 

ASSEMBLYMAN KELLY: Sure . 
ASSEMBLYMAN CORODEMUS: There was 

by Mr. Connolly about the amount of 
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new home construction inspections; I think a total of four 
days--

ASSEMBLYMAN KELLY: Three-and-a-half. 
ASSEMBLYMAN CORODEMUS: Three-and-a-half days, with a 

total of eight. 
ASSEMBLYMAN KELLY: Three. 
ASSEMBLYMAN CORODEMUS: Three days and four 

inspectors, was it? 
MR. CONNOLLY: (speaking from audience) Four 

different times. 
ASSEMBLYMAN CORODEMUS: Being in the business, how 

does that jibe with your experience? 
MR. O' KEEFE: I think in normal times that is about 

right, and we don't object to it. As long as the inspectors 
are coming in and are examining the progress of the 
construction against the Uniform Construction Code Act, we 
think that is the right thing to do. It has policed our 
industry. It has made sure that New Jersey's housing is of a 
quality unrivaled around the country. 

I think where we have to be careful is when things 
slow down whether, in fact, the number of inspections that are 
being done are responsive to the Code, rather than responsive 
to the need to charge fees to keep staffing at certain levels. 
My impression is that the Department adheres vigorously to its 
management of its inspectors. I think most municipa 1 i ties do. 
But, you know, we are always dealing with the exceptions, 
rather than the generalities. 

ASSEMBLYMAN CORODEMUS: Thank you. 
ASSEMBLYMAN GREEN: Mr. Chairman? 
ASSEMBLYMAN KELLY: Go ahead. 
ASSEMBLYMAN GREEN: It is obvious that some of your 

comments were about something I had mentioned earlier when I 
questioned Mr. Connolly. Do you feel that if we streamline 
regulations and streamline fees that we can help the industry, 
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rather than hurt the industry? What I am talking about is, we 
need to look at regulations and begin to streamline them, so we 
are not taking away from the quality of the home you might be 
building, etc. Do you think that could be done and we could 
save money if you looked at it in that particular way? 

MR. O'KEEFE: Mr. Green, I not only think that we 
would save money, but I think we would address what, in my 
view, is the State's number one problem, which is in excess of 
600,000 households who are i nadequately sheltered; who are 
paying too much for shelter. 

As we have discussed before, New Jersey does not have 
a housing policy. Wha r- ,e are talking about here reflects the 
residue of decisions i e for other reasons. We have not 
looked at these varic · .. ::; permitting programs and asked the 
question: "What is that going to do to the home ownership or 
the she 1 ter prospects of our citizens?" As I said, we have 
counted just on diversion money; $400 per unit here. I take it 
back -- and here I am not be i ng gratuitous-- I think in the 
absence of a Department of Housing, in the absence of an agency 
that is constantly surfacing that question of, "Have you 
thought through the implications on your fellow citizens?" we 
are simply not going to make progress, and we need that as a 
first step toward the kind of review you are talking about. 

ASSEMBLYMAN GREEN: Mr. Chairman, would tht coincide 
with what you are trying to accomplish in terms of the total 
structure of housing? 

here. 

ASSEMBLYMAN KELLY: Yes, pretty much. 
ASSEMBLYMAN GREEN: I appreciate it. Thank you. 
ASSEMBLYMAN CORODEMUS: You have a co-sponsor over 

ASSEMBLYMAN GREEN: Oh, yeah. Well, on day one--
ASSEMBLYMAN KELLY: I' 11 make you-- You' re going to 

be a co-sponsor. 
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ASSEMBLYMAN GREEN: I would have no problem 
whatsoever, because I think this is something that we all--

ASSEMBLYMAN KELLY: Are you going to submit a copy of 
your testimony, Mr. O'Keefe? 

MR. O'KEEFE: Yes, Mr. Chairman. I so marked it up 
during the earlier stuff, I have to give you a clean one. 

ASSEMBLYMAN KELLY: Okay. Thank you. Are there any 
other questions of Mr. O'Keefe? (no response) 

How about Mr. Dressel? He looks like he's ready for 
action. Now, these are the names I have. If anyone else wants 
to-- I have Newt Miller, Schultz, Alex Ellwood, Jacque Eaker, 
Russ McLaughlin. Is there anybody here who wants to testify 
that I don't have on this list? (no response) No? 

UNIDENTIFIED SPEAKER FROM AUDIENCE: That's here who 
wants to testify? 

ASSEMBLYMAN KELLY: I 
Schultz, Alex Ellwood, Jacque 
Anyone else not on this list? 

have Mayor Newt Miller, Bill 
Eaker, and Russ McLaughlin. 

WILL I AM G. DRESSEL, 
here, but he had to leave. 

Jr.: Mayor Miller was 

ASSEMBLYMAN KELLY: Oh. What did he come down for, 
just to have a look? 

MR. DRESSEL: He thought it was another hearing, to be 
quite honest with you. He was here on something else. 

ASSEMBLYMAN KELLY: He's not here to testify, though? 
MR. DRESSEL: I don"t know. 
MS. SMARTH He wasn"t supposed to be. 
ASSEMBLYMAN KELLY: Okay, that's all right. 
MR. DRESSEL: He came in, and he said--
ASSEMBLYMAN KELLY: I don't question why people 

leave. Go ahead, you have the floor. 
MR. DRESSEL: Thank you, Mr. Chairman and members of 

the Committee. It is a pleasure to be here, and I compliment 
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you for having this hearing on this very important subject; on 
the operational methods and the fee structures of our State 
Department of Community Affairs. 

We, too, compliment Bill Connolly on his candor before 
this Committee. He was honest and, quite frankly, he confirmed 
many of the problems that we have been echoing and bringing to 
your attention and to our constituents' attention over the 
years on the unequal playing field at the State level of 
government, that the local government is playing on generally 
as it relates to the administration of assessment fees. 

My specific message today and I plan to be brief 
for a number of reasons, one that I have to get back and start 
planning for the League Conference-- But my specific message 
to you today is a message I have often repeated. It centers on 
two basic issues of fiscal fairness. The first is State pay 
for State mandates, and the second is property tax relief. If 
an action taken by a State agency forces a local unit to 
increase its expenditures, it is an unfunded mandate. Further, 
it diminishes the effectiveness of the property tax relief 
initiatives enacted by this Legislature. 

It is not, and it should not be, the responsibility of 
the local property taxpayers to support any State level agency , 
least of a 11 those of the Department of Community Affairs. I 
heard the debate with Assemblyman Green and Mr. Connolly as it 
related to a fee. Is a fee a tax? Or, what is a fee if a fee 
is not a tax? In this dialogue the debate goes back and 
forth. I would submit to the school, and agree with the school 
of thought, that a fee is a tax, particularly as you relate it 
to governmental agencies, because it is the local government 
that has to raise its revenues from the taxpaying public. 
That, to me, is a tax. 

There are, and there always will be, a limited number 
of public dollars. Those dollars need to be put to productive 

62 



use. Let's keep the property tax dollars in the towns and 
communities and school districts where they a re collected and 
where they belong. 

I am briefly going to go over a number of points, 
quite frankly, that Mr. O'Keefe -- Pat O'Keefe -- from the New 
Jersey Builders Association raised. Yes, maybe it is probably 
one of the most -- one of the first times that I can rec a 11 
where the Builders and the League have agreed, but we have 
agreed with regard to this whole issue of Uniform Construction 
Code fees. We did join with the New Jersey Builders 
Association in contesting the fee structure over the years. 
We, too, on many, many occasions, have asked for support and 
justification, documentation, for the increased fees. We were 
informed that they had not conducted a feasibility study nor a 
justification schedule demonstrating that fees established have 
any relationship to the cost of providing this service. That 
is the unlevel, unequal playing field that I mentioned 
previously, and as it also re 1 ates to another issue that Mr. 
O'Keefe raised; that is, the dedication by rider of 
Construction Code fees. 

There is, in fact, a dedication by rider of 
Construction Code fees on the books that municipalities do 
comply with. Last week, or the week before-- I lose track 
this time of year on what is happening in the various agencies, 
but I can assure you that forms in the Division of Local 
Government Services went out requesting documentation in 
considerably more detail, exact documentation on what 
comprises, what entails, what makes up the various fees and 
what costs go into the fee structure at the local level. That 
has been the subject of many discussions; much debate between 
the Department and the League and the Builders Association. 

What causes us concern is that we have been doing a 
fair and equitable job. The testimony from Mr. Connolly 
attests to that where you asked the question, Mr. Chairman, you 
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know, 
fees? 

how do your fees-- How do they fare with the local 
I recall that he said that they were substantially less; 

the local fees were substantially less than the State fees, for 
a number of reasons. 
efficient job. 

So I think we are, in fact, doing a very 

A number of issues have been raised -- and I am going 
to provide you with additional backup documentation on this--
The State requires a surcharge, the training fee, on every 
permit issued by the municipalities. That surcharge was to 
fund educational courses to improve and develop quality 
inspectors. Initially, those local fees were used to reimburse 
the inspectors for the courses they intended. We believe that 
those funds have, in fact and I think testimony today 
confirmed that when those funds have reached a certain 
point, the gap funding discussion, as Mr. Connolly referred to 
it, in the appropriations from the budget and what is received 
in the revenues -- that some of those funds go into the General 
Fund. That has caused us some concern. It is basically a 
contradiction as to how we account and how we fund the 
inspection programs at the local level. 

There have been some concerns with regard to the 
recently adopted elevator fees. They have caused some concern 
that why not, when we raise the issue at the local level as to 
why can't we ·use our own local inspectors, and what is the 
problem with keeping the local inspections, trying to rebolster 
that effort and have that function performed at the local 
level-- Evidently that whole effort was nixed, in that as a 
result, through the administrative fiat procedure, regulations 
do require a certified subcode official, i.e., an elevator 
subcode official, and we believe-- In fact, I have heard from 
a number of municipalities that that has increased the cost of 
inspections and the cost of government and the number of 
employees we have hired at the local level. I would submit 
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that that is probably a classic example of a State 
mandate/State pay type initiative that you are all very much 
familiar with. 

There has been another concern we have had, and I want 
to get back to a couple of points that Pat O'Keefe raised. 
There was a final illustration that dealt with the computer 
processing of permits. There are a number of municipalities 
that have indicated to us that they have established their own 
software programs; in fact had a computer type electronic 
permitting system in place before the State came down with 
theirs. They felt that their system was just as good, just as 
reliable, and just as efficient as the State's. I am of the 
understanding that they had to put that had to basically 
scrap their programs their permit reporting programs -- in 
favor of the State"s. The concern I have is that that has been 
costing -- cost them not only a lot of administrative time in 
regearing, but initially more money. That is for permits over 
600. Evidently--

ASSEMBLYMAN KELLY: Six hundred dollars? 
MR. DRESSEL: Six hundred permits in a year. You are 

re qui red to report them electronically. That rel ates to that 
pa r t i cu l ar administrative procedure. 

The concern was raised by Mr. O'Keefe relative to 
escrows and the moneys that come into the municipalities for 
improvements, for permits, for large development; that those 
moneys are put into escrows. It is not the municipality's 
money; it is the builder's money. There is some conflict in 
the statutes. We would like to be at the same table when that 
is being discussed as to--

that. 

ASSEMBLYMAN KELLY: Well, whose money is it? 
MR. DRESSEL: It's the builder's money. 
ASSEMBLYMAN KELLY: .. Definitely. 
MR. DRESSEL: Absolutely; there is no doubt 

I just take exception to the characterization 
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without any documentation, and without any specific proof as to 
which municipalities are abusing this-- I think that if there 
are some concerns, let's try to sit down and let's try to iron 
them out. I think the State statutes that were adopted in the 
last session-- There are two conflicting laws on the books 
that have to be reconciled, and we have repeatedly asked that 
we be brought to the table to discuss that. 

I believe, Mr. Chairman, that is--
ASSEMBLYMAN KELLY: Are you going to submit a written 

copy of your testimony? 
MR. DRESSEL: I will . 
ASSEMBLYMAN KELLY: I want b : get back to the 

elevators. Who did the elevators before i e State decided to 
inspect elevators? 

MR. DRESSEL : It was my understanding that the local 
inspectors were doing elevators. 

ASSEMBLYMAN KELLY: Who were the loca 1--
town officials? 

MR. DRESSEL: The local building inspectors. 
ASSEMBLYMAN KELLY: They were properly--
MR. DRESSEL: That was my understanding. 

The local 

ASSEMBLYMAN KELLY: They had the ability to do that? 
MR. DRESSEL: It is my understanding that they had. 

Maybe I am not~-
ASSEMBLYMAN KELLY: He's shaking his head no, so--
MR. CONNOLLY: (speaking from audience) It is my turn 

to shake my head. 
ASSEMBLYMAN KELLY: I' 11 give you the right to shake 

your head, because other people were shaking their heads when 
you were testifying. You have a right to shake your head. 

I know in my town we have a code enforcement 
individual, I think. Is he capable of inspecting elevators, 
Mr. Connolly? 

MR. CONNOLLY: No. 

66 



ASSEMBLYMAN KELLY: No? Why not? 
MR. CONNOLLY: He has no background at all in the 

elevator business; he hasn't taken the course and he hasn't 
passed the test. 

ASSEMBLYMAN KELLY: Okay, 
But there is a course; there is 
then you can do it? 

MR. CONNOLLY: Yes. 

you answered 
something you 

the 
can 

question. 
take, and 

MR. DRESSEL: I think the point is -- and again, I am 
not that familiar with it; I am trying to read from what was 
submitted to me today -- why not train? Why not provide the 
local subcode official with this information, so that the 
State-imposed regulations coming down from Trenton-- Why don't 
they establish the criteria to have someone on staff do that? 

ASSEMBLYMAN KELLY: I don't think he is objecting to 
the setting of criteria. 

MR. CONNOLLY: We think that is what we did. The 
first option in elevators was a municipal employee; like, 25 

towns chose that option. The second option was to use third 
party, and the vast, vast majority of hometowns chose to do it 
themse 1 ves, but with third parties. The remainder left it to 
us. 

MR. DRESSEL: That is being characterized that there 
was no problem before through the local inspection process, but 
evidently a change in the administrative procedures to require 
a certified subcode official has caused the problem. Again, I 
will get back to you. 

ASSEMBLYMAN KELLY: The State never inspected them 
before July 1 or October 1 or something? 

MR. CONNOLLY: Pretty much nobody did. This was one 
of two or three states in the Union that had no systematic 
inspection of elevators at all. 

ASSEMBLYMAN KELLY: Are you saying that we used to 
let--
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MR. CONNOLLY: Maybe 15 towns were doing it 
diligently; otherwise, it was not being done. 

ASSEMBLYMAN KELLY: It seems to me that my 
recollection in my own town is that when I put up a three-story 
building elevator, the fellow who serviced it also inspected 
it. That is the way it was done. I don't know whether that 
was good or bad. I don't know that that is the best thing in 
the world. It doesn't sound right to me. 

MR. CONNOLLY: Maybe he comes back periodically, and 
maybe he doesn't. 

ASSEMBLYMAN KELLY: He doesn't do it anymore. No, no, 
I'm saying that is what was done-- I'm talking about 20 years 
ago. The guy who put it up was the man who inspected it. He 
would sign some sort of form. 
Where did it go, to you people? 

I don't know where he sent it. 

MR. CONNOLLY: No. Twenty years ago, insurance 
companies did it a lot. 

ASSEMBLYMAN KELLY: Okay. 
MR. CONNOLLY: Insurance companies got out of it. 
MR. DRESSEL: This is coming from one of the towns 

that Mr. Connolly mentioned that literally had a subcode 
official who was performing the function. Not a subcode 
official. This was before the advent of the actual subcode 
official for eievators. Okay? 

ASSEMBLYMAN KELLY: Okay. 
MR. DRESSEL: Keep in mind that this is for elevators. 
ASSEMBLYMAN KELLY: Oh, just elevators. 
MR. DRESSEL: Whether you have them or don"t have 

them, you have a subcode official for elevators. 
ASSEMBLYMAN KELLY: What is the fee going to be from 

the State for an elevator inspector? 
MR. CONNOLLY: It varies on the kind of. elevator from, 

like, around 100 up to around 600. 
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ASSEMBLYMAN KELLY: Okay, that's obvious. That was a 
stupid question. 
different sizes. 

It is obvious that it would be different for 

MR. DRESSEL: But keep in mind, what you're saying is 
that you have to have a certified elevator inspector; certified 
in a whole subcode dealing with elevators, whether you have 
elevators or don't have elevators. 

MR. CONNOLLY: 
presumably you'll--

Well, if you don't have elevators, 
(balance of Mr. Connelly's statement 

indiscernible; no microphone) 
ASSEMBLYMAN KELLY: You don't need the inspector. 
MR. DRESSEL: Wel 1, I was getting concerns from towns 

that had to comply with the subcode dealing with elevator 
inspections, that basically had no elevators. 

ASSEMBLYMAN KELLY: And they had no elevators? 
MR. DRESSEL: They basically had no elevators, or they 

may have had one elevator. That is a concern. 
MR. CONNOLLY: You look at it as an option. "Here it 

is. If you want to do this, do it. If you don't want to do 
it, we'll do it." 

MR. DRESSEL: That is not how it was being interpreted. 
ASSEMBLYMAN KELLY: Has anybody got any questions of 

the illustrious Mr. Dressel? (no response) 
Well, let• s see. I saw another guy shaking his head 

earlier. Let's get him up here. There's been a lot of shaking. 
Jacqui, do you want to testify? I'm sorry, I should 

have said, "A lady was shaking her head." Come on up and 
talk. This is Jacqui Eaker. She is from the New Jersey 
Multi-Housing Industry Council. You're Executive Director, 
right? 
J AC Q u I EAKER: Yes. 

ASSEMBLYMAN KELLY: Okay. 
MS. 

the State of 
EAKER: And I 

New Jersey who 
charged all of these fees. 

represent 
are the 
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I don't '. ,• 1nt to dup 1 icate. I want 
Committee . for taking the time to delve into 
think some of the things that I am going 

to thank 
this issue. 
to address 

the 
I 

are 
basically the f rust rat ion not only with the fees-- There is 
duplication; there is-- We have a lot of hands in the pie, and 
perhaps by delving into this you will see that maybe what our 
intent is of having safe and healthy environments for people to 
live or be employed in, is being done at such a cost that it is 
ridiculous. 

One of the points I would like to make-- I know 
Assemblyman Green had a question before about the cost of these 
fees when related to a multi-dwelling building. Who actually 
pays for that? I can say that in a rent controlled community, 
the owner will pay for that. In a rent controlled community, 
there is no vehicle for these fees to be passed on, except in 
their operating budgets. Depending on what the increases look 
like, that may or may not be covered in the increase for that 
year. 

When the inspection occurs, given the fact that Mr. 
Connolly said there was a 100 percent increase in the fee on 
multi-family-- In some cases, it was 2400 percent. There used 
to be a cap at a certain point, and the cap--

ASSEMBLYMAN KELLY: He shook his head; he agrees with 
you. 

MR. CONNOLLY: As I said--
MS. EAKER: It was not 100 percent, because basically 

there was a cap on a complex of $1250. If you had a very large 
complex and you were paying the full fee, you could be paying 
tens of thousands for that inspection. Obviously, with the new 
fee you have five years in which to plan for that expense, but 
given the economic climate the last couple of years, that is 
the last item that is being put into reserves. So, when these 
inspections occur, I would also like to point out that the fee 
for the inspection is only the first step in the process, 
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because very often we are not talking about going in, they do 
an inspec.t ion, you get an inspection report, and you go a long 
and you take care of the things that need to be taken care of. 
I would say, at least through my experience, that at least 98 
percent of the buildings have a reinspection. 

MR. CONNOLLY: Eighty-five. 
MS. EAKER: Okay. 
ASSEMBLYMAN KELLY: They have a what? 
MS. EAKER: A reinspection. 
ASSEMBLYMAN KELLY: That is an inspection and then a 

reinspection. For what, for not complying with the original 
inspection? 

MS. EAKER: Whatever was found on the first 
they have to come back to find out-- With the 
schedule, that reinspection, there was no charge for. 
for the third inspection there is a charge of $40. 

report, 
new fee 
However, 

ASSEMBLYMAN KELLY: You mean, you have one inspection; 
then you have a second one; and then a third, which means you 
didn't finish the work from the second? 

MS. EAKER: Correct. That could be timing. 
ASSEMBLYMAN KELLY: That could be what? 
MS. EAKER: Timing. 
ASSEMBLYMAN KELLY: You mean they couldn't finish the 

job because of the time? 
MS. EAKER: You can't replace windows in the winter. 
ASSEMBLYMAN KELLY: Oh. I would think that they would 

use some discretion. 
MS. EAKER: Well, they do. 
ASSEMBLYMAN KELLY: Oh, we have to be fair now. 
MS. EAKER: They very often do. However, a lot of 

these things are a long process. Somebody that was in the 
violation stage wrote me a letter because he had to make 
repairs to his basement drainage, but he couldn't do that until 
the town did something with their sewer system, and he was 
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levied. There were all kinds of fines levied on him because he 
really couldn't do the job, etc. He has been negotiating, and 
this is a long-going process with the Department, to get his 
violations down, because basically he has not been able to. 

Depending upon the type of work it is and the economic 
impact on the building, that may be another consideration, and 
a very viable consideration of whether-- We are not just 
talking about cracks in the sidewalk and, you know, maybe · the 
cement is torn up a little bit. We're talking about, in many 
cases and in the last couple of years, about the massive fire 
retrofits that have been required of multifamily properties. 
So there have been reinspect ions and reinspections and 
reinspections. On a third reinspecti o n , the charge t o the 
Department is $40 per uni t . 

ASSEMBLYMAN KELLY: Per unit? 
MS. EAKER: Per unit that is reinspected. Then, on 

top of that, prior to the increase in the fees, there were 
quite a number of penalties t hat had been assessed; an unusual 
number of penalties, in my estimation, because of the shortfall 
the Department had in the fees. They made it up in assessing 
penalties . 

ASSEMBLYMAN KELLY: Do you think that is true , Mr. 
t hat y ou are assessing penal t ies 

(negative response from Mr. 
opinion. I mean, that is her 

Connolly, what she just said; 
because of the shortfalls? 
Connolly) Okay, that is your 
opinion. 

MS. EAKER: To the point of no duplication, there are 
many duplications in the system. First of all, many 
municipalities 
municipalities 

I would say about one-fourth of the 
have requirements on the local level to 

inspect upon vacancy. So, when a t enant moves out of a 
multifamily, the municipality has a program in place to require 
that those uni ts be inspected. This is not in 1 ieu of the 
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five-year cyclical inspection; this is in addition to that 
inspection. 

When the fee bill was amended last year, we were given 
a one-year window of opportunity so that any of those uni ts 
that had been inspected by the municipalities in the prior 12 
months would not be inspected for the five-year cyclical. 
However, it is our belief that if a local municipality is 
requiring that, quite frankly the State should probably not be 
in it in those municipalities where they have an ongoing 
effective inspect ion program. Very of ten, the loca 1 inspector 
who has inspected for the municipality the municipality 
inspector -- is the same guy who is inspecting for the State on 
the five-year, so there is a duplication of that effort. 

ASSEMBLYMAN KELLY: Is that true, Mr. Connolly, what 
she just said? Is that possible? 

MR. CONNOLLY: As I mentioned earlier, they do those 
regu 1 a rs for us and they do also perhaps the buildings and 
respond to complaints. And, as was just pointed out, they also 
do change of tenant inspections in many towns. 

ASSEMBLYMAN KELLY: In our town -- and I am going to 
be specific -- when there is a change of ownership, it must be 
inspected. Now, could that inspection fi 11 in for the State 
inspection if they meet the same requirements that you do? 

MR. CONNOLLY: It does for a year. 
ASSEMBLYMAN KELLY: It does for a year? Say the fifth 

one comes in the year after that, that would not count or 
came due within the next six months, that would not count as an 
inspection? 

MR. CONNOLLY: No. 
ASSEMBLYMAN KELLY: Why? 
MR. CONNOLLY: That's a value judgment. The current 

law says that if that inspection occurs within the year, we 
don't do ours. If it has been more than a year, we do do ours. 
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MS. EAKER: 
that have been--

Well, they won't do theirs on the units 

MR. CONNOLLY: The one that is in the law now is one 
year. 

ASSEMBLYMAN KELLY: But we could change the law, 
couldn't we, if there is an inspection? 

MR. CONNOLLY: You certainly can. 
ASSEMBLYMAN KELLY: Okay. 
ASSEMBLYMAN GREEN: 

question I asked--
Mr. Chairman, that is the initial 

ASSEMBLYMAN KELLY: 
through already. 

Go ahead. 

We'll work on that. We got one 

ASSEMBLYMAN GREEN: --in the course of bringing this 
to my attention, exactly what you're saying. 

MS. EAKER: Yes. This is also-- I would like to 
point out while we are discussing this that we are not 
necessarily advocating that the locals determine an inspection 
program, because it is one of those areas that we think should 
be statewide guidelines and then implemented by the 
municipalities. It shouldn't be where each municipality sets 
its own kind of a program. We would like to see the 
municipalities doing it within the guidelines of the State, 
because that · is the only way that we are going to ensure 
uniformity and conformity of statewide programs. 

So, we are not advocating that we leave this to the 
locals, because, from our perspective, leaving it to the locals 
sometimes has created a diversity in rules from one town to the 
other. Very often we get into things like one town only wants 
red doors, which really has nothing to do with the hea 1th and 
safety of the building, but is just kind of an improvement 
program for the town. 

We address the inspection upon sale briefly. I would 
just like to point out that that bill has been released from 
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the Senate Committee, and it should be in a position for a 
Senate vote very shortly. Our problem with that bill has been 
exactly what Mr. Connolly has indicated; that is, we just don't 
believe this Department has the manpower to do these 
inspections on a timely basis so that the inspections would not 
hold up the sale. 

The other problem we have with the legislation is that 
basically it says that the fee schedule could be set by the 
Commissioner. Quite 
because if you are 
jobs, we are going 

frankly, 
going to 
to pay 

we have a problem with 
be pulling people off of 

a premium for that kind 

that, 
other 

of an 
inspection. This is certainly an area where privatization 
should be enacted, and the legislation now pending 

because those fees, probably 
should be 

in all amended to do so 
likelihood, would be much higher than the fees we are currently 
paying, which are considerably high. Given the increase, I 

think if you are talking about an inspection that costs tens of 
thousands of dollars -- you know, $10,000, and if it is going 
to be higher, I mean, we are talking about a significant 
selling point in terms of building costs. 

I would like to talk a little bit about violations. 
ASSEMBLYMAN KELLY: Getting back to the fees, you 

know, we have a bill-- Zangari has a bill that's--
MR. CIFELLI: You' re a prime on it, too. 
ASSEMBLYMAN KELLY: I am? Well, that's knowledge. 

All fees are going to have to come before the Legislature for a 
change by any department. 

MS. EAKER: Okay. 
ASSEMBLYMAN KELLY: 

We basically have had--
I don't know where it is going to 

go, the Governor, or a veto, but it is floating around. 
were the executive, I would veto it. 

If I 

MS. EAKER: Yes. We have had a problem with that, 
quite frankly, because absent these kinds of opportunities to 
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really delve into what is happening, we have been concerned 
about the . Department setting its own fees. 

In terms of violations and this is part of this 
whole fee, etc.-- I want to just point out some of the 
problems with the program which have led to such costs upon the 
buildings that are being inspected. I am not sure that those 
costs, and the energy and effort that are going into them, have 
really resulted in making buildings safe. 

I was given an example the other day of a violation an 
owner received. He had flaking paint around a window on the 
outside of the building. Well, he had 500 windows in that 
building. The inspector saw one flaking window, and cited him 
for 500 violations for 500 windows. 

ASSEMBLYMAN KELLY: Was there flaking on 500 windows? 
MS. EAKER: No. 
ASSEMBLYMAN KELLY: Oh. Just one? 
MS. EAKER: Yes. But that happens very often, where 

when an inspector sees a spring maybe needs to be done on one 
door, he counts the number of doors, and that is the number of 
violations that are cited. 

ASSEMBLYMAN KELLY: Before you go any further, is that 
true, Mr. Connolly? 
just one--

MR. CONNOLLY: 

That is how they would cite violations, 

(still speaking from audience) That is 
not what they are suwosed to do. I won't swear to you that no 
one has ever done that, but that is not what they are supposed 
to do. 

ASSEMBLYMAN KELLY: All right. 
MS. EAKER: This is becoming an increasing problem it 

seems in the last year or so, that these kinds of violations 
are being promulgated. 

The other problem we have with the whole system in 
terms of rental housing, is the argument between cosmetic and 
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health and safety issues. 
that are cosmetic. 

We are often cited for violations 

ASSEMBLYMAN KELLY: By the State or by the local town? 
MS. EAKER: Both. 
ASSEMBLYMAN KELLY: How could the State cite you for 

cosmetic reasons? That is not part of their-- Is that part of 
their--

MS. EAKER: Well, it depends upon your definition of 
"cosmetic." 

ASSEMBLYMAN KELLY: And he just shakes his head. 
Jesus, I'm learning something. 

MR. CONNOLLY: If a building is in a tumbled down 
condition in terms of paint and exterior maintenance, that is 
not 
that 

good for 
everybody 

standard. You 

the neighborhood. It is a legitimate concern, 
maintain their property up to a reasonable 

can ca 11 that cosmetic, but it is one of the 
things that destroys our cities. 

ASSEMBLYMAN KELLY: Do you agree with the statement 
Mr. Connolly just made? 

MS. EAKER: Well, we have seen it taken to a further 
degree. I mean, I can see that if a building really looked 
ter r ible, being cited for those kinds of things, but going into 
a tenant's apartment where the tenant is dirty and being 
required to paint the apartment because it is not nice looking, 
is a cosmetic requirement. 

Maintenance codes are just that; they are maintenance 
codes. With your own individual houses you have maintenance. 
Every year you have certain things you need to do. There is 
not a building in the State of New Jersey that is for rent that 
is not going to have violations at some point in time. 

In this recent legislation and Mr. Connolly was 
very supportive of this -- language was put into it which said 
that if an inspector saw 20 percent compliance, he would not 
have to do the rest of the inspection. This was sort of like a 
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good building award or an incentive for people who kept up 
their buildings, that if the inspector went around and found 20 
percent compliance, he didn't have to spend time on this 
building going through as tediously. This cut the cost to the 
owner as well, because he would only be paying for the 20 
percent that was done. 

Now, what we found out-- While we were successful in 
getting the language into the legislation, we found that it is 
not going to be implemented because perfection is the 
definition of what would comply under the 20 percent. If you 
go to 20 percent and you find zero wrong, you can have that. 
It does not make a distinction between cosmetic and serious 
violations or things that should have been repaired and had not 
been repaired. So that particular aspect of the legislation, 
which we fought very hard for, because we felt it would create 
an incentive for owners to have a management plan to keep up 
their maintenance so that it would ultimately reduce costs, and 
it would save the Department's inspectors' time-- It is not 
being implemented because if you say it is perfection, then you 
can't possibly meet that criteria. That is the interpretation 
we are getting out of the Department at this point; that if 
they go to 2 0 percent and they find anything wrong, it totally 
puts you out of being able to take that option. 

ASSEMBLYMAN KELLY: Is that true, Mr. Connolly? 
MR. CONNOLLY: Not exactly. 
ASSEMBLYMAN KELLY: Oh, okay. 
MR. CONNOLLY: The law does provide the new law, 

the fee increase bi 11 that if we inspect 20 percent of a 
place and we don't find anything much wrong, then we won't 
inspect the rest of the place, and the fee will only be 20 
percent, too, because they will only be doing 20 percent of the 
work. 

The difficulty is, in maintenance type inspections--
I can find a violation anywhere in this State. I can find them 
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in my house. So we need to find something. What we have said 
to the . industry is, we would be wi 11 ing to consider 
implementing that 20 percent rule in situations where there was 
an ongoing maintenance program that we could see, that was 
documented in terms of work orders coming in, and blah, blah, 
blah, and threw back on them to come to us with a proposa 1. 
That is where it stands now. (remainder of comment 
indiscernible to transcriber) 

ASSEMBLYMAN KELLY: Is that satisfactory to you, 
Jacqui? 

MS. EAKER: I think in the long run, first of all, we 
a re going to have to educate an entire industry now to do a 
maintenance plan. We are also working in a period of time 
where maintenance dollars have dwindled tremendously. There 
has been a lot of deferred maintenance given the economic 
times. So, the kinds of repairs that are being done are 
usually the potholes in the parking lot, the cracks in the 
sidewalk, anything that would hurt or injure or present a 
health problem. If an apartment has water stains on it, inside 
it, we will be cited as a violation for that. That may not, 
given the current climate, be addressed as quickly as other 
kinds of violations. 

ASSEMBLYMAN KELLY: Right now these are suppositions 
on your part, or are these actual cases? 

MS. EAKER: Oh, no, I have factual cases where someone 
was cited for a water stain. 

ASSEMBLYMAN KELLY: Well, I think we can discuss that 
with Mr. Connolly and come up with some logical, agreeable rule 
-- I hope. 

MS. EAKER: Well, we have had dialogue with the 
Department. That is not to say that Mr. Connolly is opposed to 
this concept, but there are minds that have been opposed. 
There is a distinct discussion as to whether cosmetic should be 
cited and should be given the priority and the importance that 
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it has. I think that generally the disagreement has come from 
the tenants' organization. I know that at several of the 
Multi-Dwelling Commission meetings, that has been one of their--

ASSEMBLYMAN KELLY: Who are you talking about, Mrs. 
Kaye? 

MS. EAKER: I don't think she is on that Commission, 
but I think there are tenants' representatives on--

ASSEMBLYMAN KELLY: She was the tenants' 
representative, wasn't she? 

MS. EAKER: She sti 11 
tenants' representative on the 

is, but it is coming from the 
Multi-Dwelling Board. Their 

feeling is that maintenance in cosmetics is as important as the 
other violations. So I don't know if it is even within Mr. 
Connolly' s abi 1 i ty at this point to make changes within the 
Department on those kinds of issues. 

I would just like to briefly 
inspections. Up until recently in 

talk about elevator 
multi-dwellings, the 

apartments that have elevators, you had an elevator contractor 
who basically serviced your elevator. He performed periodic 
inspections throughout the year: one full-blown one on an 
annual basis, and some other minor ones in between. 

ASSEMBLYMAN KELLY: Couldn't he overlook his own work; 
I mean, if he was inspecting his own work? 

MS. EAKER: Well, up until now, that has b :ically 
been the way it worked. 

ASSEMBLYMAN KELLY: I am just curious. 
MS. EAKER: Now, he cannot. 
ASSEMBLYMAN KELLY: Now he cannot? Why? 
MS. EAKER: Now he cannot because it would have to be 

done through DCA or a third party that is doing it through the 
municipality. But I wi 11 also say, this elevator inspect ion 
fee that you are paying your contractor will not be evaded, 
because somebody else is coming in. We are still going to have 
to pay those fees to--
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ASSEMBLYMAN KELLY: What did you say? Let me get 
this. You are going to pay a fee to whom? 

MS. EAKER: We already, through our contractors, have 
to pay fees for certain inspections, which is part of the 
contracts with the elevator company. Okay? That is the way it 
is. They charge us certain fees based on those inspections, 
plus normal upkeep and maintenance of the elevators. Those 
contracts probably will not be changed, because the elevator 
contractor wants to know, you know, that the elevators are not 
being misused, are being taken care of properly, etc. What is 
being introduced now is another inspection to inspect--

ASSEMBLYMAN KELLY: By whom? By the State? 
MS. EAKER: The State or the municipality, depending 

upon how that arrangement comes down ultimately. 
Now, there is a piece of legislation that has been 

introduced to modify that somewhat. We're saying we would like 
to continue to use our elevator contractors, provided they are 
licensed through the State. What this is saying is, these 
people would not be acceptable in any event. 

ASSEMBLYMAN KELLY: Mr. Connolly, is that true? (no 
response) I want to ask a question: Were you satisfied with 
the inspections of elevators by this program where the 
contractor did it? 

MR. CONNOLLY: No. 
ASSEMBLYMAN KELLY: No? What was wrong with it? I am 

just curious. 
MR. CONNOLLY: A lot of people didn't get them at all. 
ASSEMBLYMAN KELLY: They didn't get the inspections? 
MR. CONNOLLY: It is voluntary with the property owner 

whether they hire these people to do this work, and a fair 
number of them didn't do it. And there wasn't any 
accountability. The guy doing the inspection was only 
accountable to the guy who was paying the bill. 
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ASSEMBLYMAN KELLY: 
when I just spoke. 

That was what I thought earlier 

MR. CONNOLLY: Now, we don't have a preference between 
whether we do what the current law requires or whether the 
elevator maintenance companies are to be licensed. But the way 
we do it 
law. As 

now, we have 
a matter of 

authority to do--
fact, there is a 

It would take another 
bill in to do it the 

other way, which would have us license the elevator maintenance 
company; hold them accountable that way. 

ASSEMBLYMAN KELLY: Are third-party investigators 
allowed to do this? Are there companies that do this? 

to move 
MR. 
real 

CONNOLLY: The main reason 
fast is because now there 

that 
is a 

bill isn't going 
vested interest. 

Most of these inspections are done by these private third-party 
agencies. We are geared up to get into this business, and 
maybe right back out of the business, 
One can talk about privatization, but 

if that bill is passed. 

privatization is that you 
one 

create vested 
of the negatives of 
interests that you 

can't readily change again. 
ASSEMBLYMAN KELLY: Didn't you just say that you 

wanted them licensed, or did I misunderstand you? 
MS. EAKER: Third-party inspectors are not the 

elevator service companies. This is a third party--
MR. CIFELLI: In other words, if Otis comes in and 

puts an elevator in the building, they come and inspect it. • 

ASSEMBLYMAN KELLY: I know that. They would do it in 
my building. 

MS. EAKER: Yes, this is another inspector, right. 
ASSEMBLYMAN KELLY: But he said he wasn't happy with 

Otis doing the inspections, or am I crazy? Isn't that what you 
said? 

MS. EAKER: Well, I think what Bill is saying--
MR. CONNOLLY: If you rode on Otis elevators for two 

years, you wouldn't be happy either. 
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ASSEMBLYMAN KELLY: Well, I'm just telling you what he 
said. 

MS. EAKER: I think this is a case of throwing the 
baby out with the bath water. First of a 11, they were not 
required to report, so it wasn't done. If they weren't 
required, why should they? I mean, when the legislation, or 
the regulations went do~n, they could have required them to do 
this on an annual basis without changing who it is that has to 
do it. That is not the step that was taken. So what we are 
saying 
do it. 

is, let those people also be part of the people who can 
I mean, let's face it, if you are--

ASSEMBLYMAN KELLY: If they have the ability to do it, 
I would think it is important. 

MS. EAKER: Correct. If they a re 1 icensed through the 
same licens·ing system that you provide for anybody else, they 
are licensed people. The liability in a building for the 
elevator-- It· s phenomenal. An owner is not going to hire 
somebody who tinkers with it. I mean, if he has a problem--
First of all, his insurance company is not going to permit it, 
because they are probably looking at the elevator inspector 
reports. There wasn"t no accountability, because there has 
been, but what we are saying is, there is the State, there is 
the municipality, there are the third-party elevator 
inspectors~ and there are the traditional service companies 
that have always done it. What we would like to see is them 
continuing to be permitted to do it. The fees would be reduced 
from our end, because we 
inspection. 

ASSEMBLYMAN KELLY: 
saying. Does anybody have 
(no response) 

are already paying it for that 

Okay. I understand what you' re 
any questions of this young lady? 

I can live off 
that we 

my fat for quite a 
Can we 

few days, 
come back 

but 
in 

I 

an would recommend have lunch. 
hour -- do all of you people agree -- rather than sit here for 
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the next two hours? I think we should go to lunch. We are 
going to meet downstairs. Where is the room? 

MS. SMARTH: Either 1 or 2. 
ASSEMBLYMAN KELLY: One or 2? It is either going to 

be in Room 1 or Room 2. What time do you people want to meet, 
about 1:00, 1:30, a quarter to two? Is that agreeable to 
everybody, a quarter to two? 

UNIDENTIFIED SPEAKER FROM AUDIENCE: At 1:30. 
ASSEMBLYMAN KELLY: Okay, 1:30. 

(RECESS) 

AFTER RECESS: 

ASSEMBLYMAN KELLY: Russell McLaughlin, Building 
Inspection Underwriters Inc . This is all going to be recorded, 
so I am not going to wait for these other Assemblypeople to 
show up. When they get here , they get here. Otherwise, we'll 
be here until 5:00, and I don't want to do that. 

MR. McLAUGHLIN: Good afternoon, Mr. Kelly. 
ASSEMBLYMAN KELLY: Good afternoon. Sit down and 

present your case. 
MR. McLAUGHLIN: Okay, thank you very much. I want to 

thank you, and the Committee itself, for giving me an 
opportunity to appear before you gentlemen, and to present some 
information which I think may be pertinent to the things you 
are attempting to evaluate. 

I must also say, I have learned a few things today 
from Mr. Connolly which I wasn't aware of before, which I 
consider to be rather significant. One of the reasons I am 
appearing is that, on August 26 of this year, in relation to a 
proposal for an increase in fees identified as PRN 1992-333, 
Uniform Construction Code Fee Increases, on behalf of the 
company of which I am the retired President they brought me 

84 



back to work on certain issues for them -- I submitted comments 
to this proposed regulation change that was being made in the 
"Register." 

My comments dealt with three specific areas: One, 
they dealt with what I consider to be the financial analysis, 
which is the economics of determining what the fees should be 
and the actual costs. The second element that I dealt with was 
the elevator fees and whether the Department of Community 
Affairs should take on this endeavor to be in the elevator 
inspection business. The third element I approached was the 
fact that I believed that the fees for on-site agencies should 
be lowered; that they are too high. 

I would like to deal with the third issue first. The 
proposal in August dealt with a request by the Bureau to 
increase the fees 8 percent. Our analysis had indicated pretty 
much the same as Mr. Connolly had seen in the past two years; 
that there had been a tremendous downturn in the building -- in 
the issuing of building permits. However, the company -- BIU 
-- had made its own internal adjustments when it saw it coming 
approximately a year-and-a-half to two years ago, with the net 
result that with times being as. plush and as good as they were 
bef o re, it was necessary for the company to take a look at its 
costs and cut back the fat, or the excess people necessary, or 
things that were done, in order to be in a position where we 
could financially participate and be profitable in the market. 

One of the reasons that our proposal was made was the 
fact that we thought fees were too high. The reason we thought 
the fees were too high was because they are based on State 
fees. I think Mr. Connolly fairly well explained the fact that 
they oversee 40 municipalities. They are relatively small, and 
they are remotely located in various areas, not necessarily put 
together in a way that they may choose to do it. Quite 
frankly, if I, as a businessman, were to look at the State 
municipalities which they presently have as to whether I would 
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take them on as a viable business, even under the fees they 
have here today, I would not do it because I don't believe it 
can be done, or run in a manner that will be efficient and in a 
manner which will get the fees to be in line with what I think 
they really should be in order to perform the function of doing 
the inspection and the plan review. 

I think their problem has been made even greater, and 
I think that may be one of the things that maybe brought forth 
the 8 percent increase, because they cut back some people. 
However, I talked to one of their electrical inspectors who 
works in Glen Gardner, who indicated to me that he is putting 
on almost 1200 miles a week dri v ing. Now, if one goes 50 miles 
an hour, that's 24 hours of the time schedule that are taken 
out. What does present a problem, as I would view it' is that 
these fees are the fees that should be contingent upon what 
prices the Bureau should charge. I just do not believe they 
are-- I just believe they are entirely too high. 

Now, the proposal I had submitted in response to the 
increase in fees essentially sa i d this, and this is evaluating 
this on the basis of the way a private inspection company would 
do it, where, in essence, they are selecting the markets that 
they go into, which I believe a 1 1 the on-site agencies h ave 
done. I recommended that we get a 20 percent cut in our fees. 
The basis of my reasoning on this was as follows: The 
Department of Community Affairs, when they take over a 
municipality, is required to take over the four subcodes 
building, plumbing, electrical, and fire -- and, in addition to 
that, they are required to be the construction code official. 

Now, a private on-site agency can never be a 

construction code official, so the most we can offer in 
services would essentially only be four-fifths of the service 
that could be offered by the Department of Community Affairs. 
So, logically it should follow that our fees could be 20 
percent less. The only ones where I said that I recommended a 
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20 percent reduction were for building inspection fees, for 
plumbing -inspection fees, and fire inspection fees. I made a 
suggestion of no reduction in the electrical fees, because I 
believe they are in an area that is proper at the present time 
that an on-site agency would need in order to function and be 
profitable in that area. 

The other thing that goes beyond this is the fact that 
an on-site agency must carry, or should carry liability 
insurance which, in the nature of it, represents about 5 
percent of the income that is taken in by an on-site agency. 
The next thing is, on-site agencies are required to pay 5 
percent of their money to the State as a reauthorization fee. 
So if you look at the overall proposal, you would be looking at 

and you see the basis of the fee-- I say 20 percent, and 
then I explain to you where the other 5 and 5 go. 

Now, what I feel strongly about that should be 
considered, is that the Bureau should consider the poss ibi 1 i ty 
of reducing their services to municipalities when they do not 
want to opt to oversee their own construction code enforcement 
department; consider the possibility of them supplying a 
Construction Code official and essentially allowing a private 
agency, under their direction, to come in and be the inspection 
agency until such time as they decide to take on their own 
people. 

The reason that this could be done, and could be done 
economically with a specific private agency, would be based on 
the fact that there are certain private agencies that would 
work in the given areas that they work. If the Bureau were to 
have an agency, say, in Hackettstown, as a case in point, they 
may have to run all the way over to Essex County, or they may 
have to run to Bergen, whereas you might have a company like 
Garden State which would be working up in that area, and it 
would present no problem to them at all. 
aspect of the thing. 
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I also believe it should be considered to minimize 
that because of the fact, as Mr. Connolly pointed out, that the 
construction business is up and down, so you can have a 
significant number of people. Once you bring in this number of 
people, you now have salaries, overhead, fringe benefits, and 
so forth. State agencies, as a general rule, will never move 
as fast as a private company will, which would see almost 
immediately when their income has been impacted upon, and they 
would do those things that they would have to do in order to 
bring themselves into line with the present market. I think by 
the very nature of what they do, I think it is lower. 

I also had a second phase that I put into this 
particular thing , and that was t he fact that I was ques t i on ing 
the increases in fees in general. It has been my experience 
that as these fees are increased through the years, and when 
they come up, there is a general increase of the fees 
across-the-board; that is, there will be an increase of fees in 
inspection fees; there will be an increase of fees in insignia 
fees, which are used in modular or manufactured homes; there 
wi 11 be an increase in fees for asbestos abatement agencies; 
and there wi 11 be an increase in fees for indi vidua 1, persona 1 
licenses for inspectors who are code enforcement in the State. 

The very fact th · they are increased the same 
percent ? would lead me to 
at the - they are budgeti · 

i eve that when I go in to look 
Mhat they are doing-- They are 

taking , J ituation where they have apples, oranges, plums, and 
grapes. They are selling at a dollar a pound. They then 
realize that a dollar a pound won't cut it, they need so much 
more. Instead of knowing what the individual costs are to 
perform each individual function, I believe they are treated as 
a universal~ or as a whole, and therefore they would increase 
each individual item from $1.00 a pound to $1.10 a pound, 
without knowing what the costs are. 
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Now, we, as a private agency, at the present time --
in the past year -- paid to the Department of Community Affairs 
$120,000 for a license to operate in the State of New Jersey. 
I think that is excessive, and that is only our company. If I 
look at the other agencies, and there are probably at least 
three other large ones, or ones of significant size, the sum 
total of the money that we pay for the privilege of being 
licensed in this State is about $360,000 to $400,000 a year. 
We believe that money is taken and is utilized for things other 
than overseeing or reviewing and approving the applications of 
on-site agencies. 

The reason I believe that, is we have received a 
letter from Mr. Connolly which indicates to us that the State 
does not budget below the Bureau level. We have, in another 
situation we have going on-- We have subpoenaed the . following 
documents: copies of all documents evidencing expenditures by 
the Department of Community Affairs in connection with the 
review of applications and the issuance of approvals 
authorizing private agencies to act as on-site inspection/plan 
review agencies and in-plant inspection agencies. The 
information we received back is that there are no documents. 

ASSEMBLYMAN KELLY: Hold it. You said, "subpoenaed." 
How do you get subpoena powers? 

MR. McLAUGHLIN: Well, we didn't. That is in a case 
we are involved in. All right? 

ASSEMBLYMAN KELLY: Oh, okay. I won't pursue that 
then. 

MR. McLAUGHLIN: The next thing that we requested was 
copies of all records evidencing expenditures by the Department 
of Community Affairs in connect ion with the monitoring of a 11 
private on-site and plan review agencies. There are no 
documents. In-plant inspection agencies, there are. There 
were three contracts with a company called Nick's Fix (phonetic 
spelling), where they pay a fee of $63,000 to $70,000 a year. 
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This is a company that is hired by the State that monitors all 
their in-plant agencies. Now, my only situation, as I view it 
here, is that there are eight in-plant agencies, and yet they 
can hi re a private company to go out and monitor these eight 
companies for $63,000 to $70,000 a year, where we, as on-site 
agencies, are paying $360,000 to $400,000 a year. 

The next item we asked for were copies of any and all 
studies or reports prepared or used by the Department of 
Community Affairs that formed the basis of any increase in the 
authorization or reauthorization fees of private on-site plan 
review and inspection agencies in section 5 : 21-4.21 and chapter 
23 of the Uniform Construction Code Regulations for the period 
beginning July 1, 1984 through and including June 30 , 1992. 
Documents supplied: None. 

Now, we spent a lot of time--
ASSEMBLYMAN KELLY: Again you are referring to a case, 

though, when you say--
MR. McLAUGHLIN: Yes, sir. 
ASSEMBLYMAN KELLY: Okay. 

MR. McLAUGHLIN: We had gone through this as best we 
could trying to determine how the money is handled that is 
received, and how it is brough t back and al located -- handled 
through the Department. A good example is: In the Mobile Home 
Warranty Program they are in-plant modular homes and 
manufactured homes the money that comes in there is 
isolated. It is put into a revolving fund and you can see that 
in the budget every year. In other words, it is taken in from 
a particular group for a particular purpose. It is isolated. 
It is put out. You can see it, and you can see the people who 
are assigned to handle and deal with it. 

Now, the other thing that presents a problem to us --
a problem as we see it -- is the fact that there are certain 
changes being made which reflect the movements of money, which 
do not appear to be as originally designed. I think one of 
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them was already mentioned this morning by one of the other 
people who ·testified. If I take the document, which is the 
Appropriation Handbook for Fiscal Year 1992-1993, B 23, I then 
turn over to B 24, and it reads as follows: "Account Number 
8015-311-06000-00. The amount received by Uniform Construction 
Code revolving funds attributable to that portion of the 
surcharge fee in excess of 0006, are dedicated to the general 
support of the Uniform Construction Code Program, and 
notwithstanding the provision of section 2 of P.L. 79, C. 21, 
which is C. 52:27d-1241, are available for training and 
nontraining purposes." 

I think where they find themselves is simple. I think 
-- it would be opinion, of course-- I don't believe there is a 
mechanism that is properly established and identified for the 
Department to raise the revenue that is necessary to run the 
Department, as such. I think what is happening is that in some 
of these cases, the fees which essentially are policing fees, 
and should be designed and allocated for those specific 
purposes, are being treated as revenue accounts. I believe 
they are forced to do this particular maneuver of moving some 
of this training money in order to meet the budget requirements 
that they have to have of the money they need, in order to 
properly run their particular Department. 

The other recommendation that I made on this 26 had to 
do with the fact-- I did think the Department of Communi t:y . 
Affairs-- I at least thought they should rethink the 
possibility of them being in the elevator inspection business. 
Again, the reason I felt this way was the same reason, or 
almost the same reason a little different, though -- why I 

think their activities in the code enforcement end of it, as 
far as doing building, plumbing, and electrica 1 inspections is 
concerned, fall into the same category. This is due to a 
varying influx of the amount of activity, which means that you 
are going to get into a position. I certainly do not 
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appreciate the fact, also, that the agency which authorizes us 
to do·business, is also in competition with us. Somehow that 
just has a fake ring to it that doesn't make me feel too good 
about it. 

I really have no other comments, other than maybe one 
clarification I would like to make. This has to do with the 
licensing of elevator inspectors. We have been inspecting 
elevators since 1978. We opened a full-fledged operation in 
1985. There is absolutely no question in my mind that someone 
going out to inspect elevators requires special knowledge and a 
special technique which is not easily picked up without getting 
hands-on experience in the field . 

Now, one of the things that we, as officials, or 
inspectors in this State could do-- We were permitted prior to 
this to do acceptance inspecting -- testing, or inspecting of 
new elevators put into buildings. The area they are now 
concentrating on is the periodic inspections. They are the 
inspections that are done essentially every six months. The 
insurance in this field, and the liability in this field, are 
unreal. BIU at the present time pays $159,000 a year in 
insurance premiums. So it isn't something where you can really 
go lightly. It is something where if there is an occurrence of 
a failure of an elevator, it is very easy for someone to die. 

The reason I believe there was a lot of emphasis put 
on this was, about three years ago, or thereabouts, we did have 
a succession of five elevator failures during the course of the 
year, every one of them which resulted in the death of at least 
one or two people. I think the thing that probably brought it 
to a head was, one time -- I don't remember what the township 
was; I know we went up and investigated it afterwards -- it was 
a child who . was killed. He was caught and crushed by an 
elevator. 

That is about all I have. If you fellows have any 
questions, I will be glad to take them. 
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ASSEMBLYMAN KELLY: You said you 
licensing · fees. How is that determined? 

MR. McLAUGHLIN: What they do is, 
of so much per subcode. Then you pay, 
percent of the gross revenues earned. 
agency, the larger the fee. 

in 

paid $120,000 1n 

you pay a base fee 
addition to that, 5 

So the larger the 

ASSEMBLYMAN KELLY: Do you have any questions, Mr. 
Sosa? 

ASSEMBLYMAN SOSA: Just a question, Mr. Kelly about 
why the Department is in the elevator inspection business in 
the first place, if this, indeed, is true where there is 
competition between the Department and private contractors? 

MR. CONNOLLY: As I mentioned this morning, we do 
about 11 percent. Whether we do any is a decision that gets to 
be made by municipal officials, who decide whether they are 
comfortable with hiring their own employees, working with 
third-party agencies, or asking the State to do it. 

As I also mentioned this morning, as a matter of 
policy, I don't think it is a good idea for us to have no 
capability in an area like that. We should do some of it so 
that we understand what is involved; so that we have people who 
are technically capable of overseeing other people's work; so 
we have our own sense of how long it takes to do a job when it 
comes to setting fee schedules and things like that. 

We could disagree as to whether we should do five or 
12, but I think we should do something. I think 11 is a fairly 
minimal amount in terms of the overall amount of the work that 
we do ourselves, as opposed to being out with towns or third 
parties. In the case of elevators, it is almost entirely--
The remaining 89 percent is almost entirely third party. 

ASSEMBLYMAN SOSA: Of that 11 percent of work you do, 
how many employees does that constitute, do you know? 

MR. CONNOLLY: It takes about eight or nine inspectors 
to handle what we have, for the who le State 
it, which, as I said, is a small part. 
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ASSEMBLYMAN KELLY: Eight or nine? 
MR. CONNOLLY: Yes. 
ASSEMBLYMAN KELLY: How much did you say we collected 

from third parties for-- Oh, that is not elevator fees, okay. 
MR. McLAUGHLIN: They get 5 percent--
ASSEMBLYMAN KELLY: Okay, I was getting off on the 

wrong tack. I realize that. 
MR. McLAUGHLIN: No, they get 5 percent of the 

elevator 
fee. See, 

fees, too, and there is a separate reauthorization 
one of the reasons why with the elevators I thought 

it wasn ' t necessary, was the fact that I believe they have 
licensed either eight or nine private elevator companies 
inspection companies. I think in addition to that they have 
probably licensed I am going to take an estimate; I am not 
sure, but I don't think this is too far off -- I would say at 
least 40 additional elevator inspectors. So it isn't a 
question that the market is in need of the Bureau being in 
there. I mean, if the Bureau wants to be in this business, it 
would seem logical that maybe to save the State money and 
they want to be in it maybe they ought to be in it 
inspecting all of the State building elevators, you know, as 
the case--

answer. 

ASSEMBLYMAN KELLY: Who does the State elevators? 
MR. McLAUGHLIN: Well, we do. 
ASSEMBLYMAN KELLY: You do, okay . We"ve got that 

MR. McLAUGHLIN: Wel 1, we have been doing quite a few 
under contract. I don"t know how it wo~ks now because, as I've 
said, I have been retired, and I am not really sure. 

witness? 
input. 

testify. 
right? 

ASSEMBLYMAN KELLY: Okay. Any other questions of this 
(no response) Thank you, sir. Thank you for your 

We have one other individual who would like to 
Come on up, Alex. Alex Ellwood, New Jersey B&I, 
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A L E X A N D E R ELLWOOD: Yes. BIA. 
ASSEMBLYMAN KELLY: BIA, I'm sorry. 
MR. ELLWOOD: I want to thank you, Mr. Chairman, for--
ASSEMBLYMAN KELLY: For making you last, I apologize, 

but that's the way-- Someone had to be last. Except, he is 
going to testify again. We have him here to finish. 

MR . ELLWOOD : Mr. Chairman, I have been waiting for 
two years for this moment, so just a couple of hours was not 
any problem for me. 

ASSEMBLYMAN KELLY: Two years for what? 
MR. ELLWOOD: I have been handling the Fire Code 

complaints from our members for two years now. My predecessor, 
Jeff Stoller, essentially handled them from the inception of 
the Code. So, this is something we are very familiar with. 
Our members are continually reminding us--

ASSEMBLYMAN KELLY: . Be careful, I serve on the Fire 
Commission; be careful. I'm only teasing you. 

MR. ELLWOOD: This is something that has really been 
of great concern to our members. 

ASSEMBLYMAN KELLY: I'm only teasing you right now. 
MR . ELLWOOD: I am very glad you have cal led these 

hearings. 
The way I have taken the calls, the complaints have 

broken down really into-- The problem with the Fire Code 
really is twofold: One, there seems to be no uniformity 
between municipalities as to what constitutes a violation. 
This causes a problem for larger businesses which may have four 
or five facilities throughout the State. What may be a 
violation in one of their facilities may not necessarily 
constitute a violation in another. So it is very difficult for 
a larger business to really know where it stands with regard to 
a violation. 

A small business is really up the creek if it is 1n 
one of these municipalities that has, let's say, a very strict 
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interpretation, or a very broad interpretation of the Fire 
Code, which could lead to additional, perhaps, unwarranted 
fines or fees if the municipality is 
more strict interpretation than may 
intended in the enabling legislation. 

I think that brings me to 

enforcing it on a much 
have been originally 

another problem: The 
enabling legislation was worded intentionally broad. The 
Uniform Fire Safety Act was and this is quoting from the 
enabling legislation "remedial legislation necessary to 
protect life and property within the State from the danger and 
destruction by fire and explosion and 
construed to effectuate these purposes." 

shall be liberally 
Now, that has led, I 

believe, to a vague interpretation of the Code. 
Coming back again to the Fire 

three primary objectives within the Act: 
Safety Act, there are 

1) All areas of the 
State are protected by a uniform, minimum Fire Safety Code 
which will protect the lives and property of its citizens; 2) 
uniform, thorough, and adequately funded fire safety 
inspections protect the public whenever buildings which pose a 
serious life safety hazard are found; 3) penalties for 
violators are both swift and commensurate with the gravity of 
the offense. The bill delegates all responsibility for 
implementing these standards to the Commissioner of the 
Department of Community Affairs. 

Now, under this broad aegis, regulations have been 
adopted that, although they do not conflict with the 
legislation, have placed a d i sproportionate burden on the 
sector business which historically has had the best record of 
fire safety, and I will get into that in a minute. 

The way I have come to understand what businesses are 
required to do under the Fire Code-- Most buildings are 
required to register once a year. There is a fee schedule 
ranging from $58 to $2070 per year. Permit fees also range 
from $29 to $1150. Some of these are about two years old --
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the fee schedules. As we discussed today, these fees have 
increased· dramatically over the last two years as well. 
Seventy percent of these fees are then given back to the 
municipalities for enforcement of the Code. 

The third one is an element that really concerns me 
and a number of businesses. Enforcement varies by 
municipality. Some pay their inspectors on a straight salary; 
some by the hour; and sti 11 others by each inspect ion they 
carry out. 

The schedule for fines is less stringent, and allows 
for some reduct ions if Code comp 1 i ance is achieved within a 
short period of time. However, some fines can range as high as 
$5000 per violation per day. 

ASSEMBLYMAN KELLY: Per day? 
MR. ELLWOOD: Per day. 
ASSEMBLYMAN KELLY: They collect that? I doubt it. 
MR. ELLWOOD: You may be right. All right, I will cut 

a deal with you. 
ASSEMBLYMAN KELLY: That just scares you to do that. 

There is no way they are going to collect that kind of--
MR. ELLWOOD: If you are in violation for two weeks, 

all you have to do is pay a week. I mean, that is still pretty 
egregious, in a sense. So obviously there are concerns there. 

ASSEMBLYMAN KELLY: They must have gotten some lessons 
from DEP, I guess, 

MR. ELLWOOD: That could be, too. 
One-hundred percent of the fines 

noncompliance are then returned to · offset the 
for enforcement. 

assessed for 
municipalities 

Now, none of these registration fees or even the 
widely varied enforcement mechanisms between municipalities 
were created by the legislation. They are a result of a 
liberal interpretation of vague statutory language. 
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At the same time, the Fire Code has done very little 
to ensure fire safety in the State. The Code ·focuses on the 
sector of New Jersey which has traditionally had the best fire 
safety record. 

ASSEMBLYMAN KELLY: I want you to repeat that last 
statement. It does what? 

MR. ELLWOOD: It has done little to ensure f i re safety 
in the State, and I am going to cite some fire casualty 
statistics--

ASSEMBLYMAN KELLY: You better be careful now. Go 
ahead. 

MR. ELLWOOD: --with respect to the commercial 
sector. The statistics are from the New Jersey Bureau of Fire 
Safety. Very few fire deaths and injuries in this State have 
resulted from commercial struct ures fires. In 1987, 166 of 173 
civilian fire deaths were due to residential or automobile 
fires. That is about 96 percent . This figure stays the same 
from the inception of the Code to the present day. 

So, while the Code is focused almost exclusively in 
terms of the fines, the fees, the revenue, and the expenditures 
on the commerci a 1 sector, very 1 i tt le has changed within the 
commercial sector with respect to the rest of any other types 
of dwellings. In fact, the sector which has had the highest 
number of fire deaths which is the one- and two-family 
dwellings -- are exempt from the Code altogether. 

ASSEMBLYMAN KELLY: And that is where most of the 
deaths are? 

MR. ELLWOOD: Yes. 
ASSEMBLYMAN KELLY: Well, you wouldn't want to have 

commercial 
dwellings? 

buildings 
I would 

exempt as 
think . they 

are the one- and two-family 
would have to be a little 

stricter with what they do with commercial properties. 
MR. ELLWOOD: There are a couple of suggestions that I 

would like to offer. 
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ASSEMBLYMAN KELLY: Okay, go ahead. 
MR. ELLWOOD: I' 11 get to them in a minute. There is 

just one other issue which arises regularly in phone calls that 
we receive from our members. That is the expansion of the 
"life hazard use" definition, which periodically includes a new 
series of businesses and structures. Each year a new class--
It seems that about every year there is a new class of 
structure that is added under the jurisdiction of the Code as a 
life hazard use. 

ASSEMBLYMAN KELLY: Why don't you explain that to the 
peo ple here so they will know what you are talking about? 

MR. ELLWOOD: Sure. Life hazard use is really the 
language which is used to include facilities-- If it is a 
facil 1 ty t hat is deemed a life hazard use, you are then sub j ect 
to increased scrutiny under the Uniform Fire Code. The most 
recent example was: A couple of months ago a proposal was 
adopted that included hardware stores to be included as life 
hazard use facilities. It is difficult for me to believe that 
a facility that in 1985 was not-- I don't understand how 
hardware stores have changed dramatically over the last decade. 

ASSEMBLYMAN KELLY: Have you been in a Home Depot 
lately? 

MR. ELLWOOD: I was in Store 84 about a month ago. 
ASSEMBLYMAN KELLY: That's some hardware store, I'll 

tell you that--
MR. ELLWOOD: Oh, it's terrific. 
ASSEMBLYMAN KELLY: --so they better have some strict 

codes, to be honest with you. Okay, I am just busting your 
chops. 

MR. ELLWOOD: Actually, before I talk about hardware 
stores, they break it down into size of hardware stores. So, 
just a mom and pop hardware store is also now looped into the 
Code. It is di ff icul t for me to believe that something that 
was not life hazard use definition in 1985, 1987, 1989, 1991, 
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all of a sudden is now life hazard use, and hence subject to 
increased - fines and fees in the inspection requirements. 

I understand there is a strong interest in life 
preservation and fire safety, but I have not seen where 
hardware stores have been that dramatically responsible for 
fire deaths in the State, that all of a sudden, they, too, are 
included. Then you start to ask yourself, what next wi 11 be 
included? 

ASSEMBLYMAN KELLY: But they do carry flammable 
products, like kerosene, propane , all the weird--

MR. ELLWOOD: Certainly. But then the question is: 
Wasn't this a life hazard use-- They carried these products 10 
years ago. What will be next ? I mean, i t is very diff i cult to 
account fo r . That i s my point. 

I would suggest four courses of action that the 
Legislature could take: 1) As I mentioned, one of the 
questions that arises is that the municipalities have different 
ways of enforcing the Code. I would suggest that you provide a 
model enforcement mechanism wi t h adequate appeals not i ce, 
uniform standards, and pay structures for municipalities. I 
think that is very important to note for municipalities, as 
well as realistic fee schedules. By realistic fee schedules, 
we have been discussing this for a good portion of the whole 
morning. I think the Legislature may have an overriding 
interest in seeing just how the fee money is being spent. That 
has gone before me. This is nothing new to you. I would just 
like to reiterate it. I think that is really important. 

ASSEMBLYMAN KELLY: Mr. Connolly has agreed to give us 
a listing of all the fees, the cost basis, or how they come up 
with their costs to determine them, which should be interesting. 

MR. ELLWOOD: Yes, that is r eassuring. From a number 
of correspondences I have had from 1987, one facility which is 
very strongly regulated with respect to fire safety is the 
lumber industry, and rightly so. I mean, there is a lot of 
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sawdust lying around, a lot of flammables, treatment chemicals, 
and all . that. That's fine. They should be subject to 
inspections. Now, the figures I had were from an insurance 
underwriter which writes the policies for most of the 
lumberyards in the State. They estimated that this should 
cost-- The inspection should cost between $50 and $75. This 
was in 1987. If you were to even double that for 
administrative oversight and those subsequent costs, then it 
should be about $100 to $150. 

ASSEMBLYMAN KELLY: What is it? 
MR. ELLWOOD: In 1987, the fees ran from $550 to $863. 
ASSEMBLYMAN KELLY: That's interesting. That's for 

lumberyard inspections? 

of 
MR . ELLWOOD : 

the-- That really 
Yes. Individuals should also be aware 
was my second. I will move on to my 

third reform. 
Individuals should also be aware of their right to 

appeal. This could be accomplished very simply by requiring 
inspectors to provide this information upon contact; a one-page 
notice that the inspector could hand out, saying: "This is a 
municipal matter, but you are aware of your right to appeal to 
the Department of Community Affairs if you feel you have not 
gotten a fair shake from us." 

ASSEMBLYMAN KELLY: We don't have that right now? 
MR. ELLWOOD: They are not required. They can do it. 

I mean, it is a nice thing to do, say-- They do have the right 
to appeal; businesses do have the right to appeal, but--

ASSEMBLYMAN KELLY: They do have the right? 
MR. ELLWOOD: They do have the right to appeal, but 

they are not informed upon the contact. 
ASSEMBLYMAN KELLY: We want to 

a,ppea ls," or whatever you want to ca 11 it. 
lending, truth in advertising, truth in fees. 
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MR. ELLWOOD: This brings me to the fourth and final 
recommendation: Unless an imminent hazard exists I don't 
have extensive legal training, but I think we could arrive at a 
fair definition of what constitutes an imminent hazard for 
commercial facilities buildings constructed before 1975 
should be grandfathered. 

ASSEMBLYMAN KELLY: Hold it; wait a while. 
MR. ELLWOOD: I had a feeling that would-- . 
ASSEMBLYMAN KELLY: Buildings should be grandfathered 

for what? 
MR . ELLWOOD: Buildings built before 1975, unless 

there is an imminent hazard, should be grandfathered out of the 
Code -- or , out of the regular inspecti o n . 

ASSEMBLYMAN KELLY: Do y o u mean f ire inspection? 
MR. ELLWOOD: Yes. 
ASSEMBLYMAN KELLY: Why? Isn't that where most of the 

trouble is, in the old buildings? 
MR. ELLWOOD: These are the ones that have imminent 

hazards. This is where we really have to focus on how we 
define what an imminent hazard is. You certainly could have a 
broad interpretation that all buildings before 1975 are 
imminent hazards. I have a feeling that there are a number of 
buildings that have been constructed out of mo r e durable 
materials. 

MR. CIFELLI: That caught me off guard. 
MR. ELLWOOD: I thought I'd wake you up. 
MR. CIFELLI: You woke me up with that one. 
MR. ELLWOOD: We're all a little slow after lunch. 

But I do believe that if we have a stringent definition of 
"imminent hazard--" The older buildings , the ones that are 100 
years old, 
ones that 
believe. 

are not necessarily as much of a fire hazard as the 
are 50 years old . That also sounds difficult to 

The ones that are of masonry construction--
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ASSEMBLYMAN KELLY: Yeah, but they have lousy 
electrical, plumbing, heating, and every other damned thing 
that is connected with them. 

MR. CIFELLI: And fire escapes. 
MR. ELLWOOD: That would constitute an imminent 

hazard. I am trying to devise a way that good actors-- We are 
fair l y confident that all the buildings built after 1975 are 
much closer up to Code. The problem is, there is a strong -- a 
hard core of buildings that were constructed before 1975. Many 
o f t hem are imminent hazards and have to be brought up to 
Code . But the ones that consistently had a good actor po 1 icy 
and are up to Code and up to speed--

ASSEMBLYMAN SOSA: Question? 
MR. ELLWOOD: Sure. Is that clear? I'm sorry. 
ASSEMBLYMAN SOSA: I've got a screwball over here; 

you've got a curve ball. 
How do you determine if a building built before 1975 

is an imminent hazard if it is not subject to inspection? 
MR. ELLWOOD: Well, I capitulate and leave it up to 

the legal experts to define "imminent hazard." 
ASSEMBLYMAN SOSA: You know--
MR. ELLWOOD: What I am trying to do is find a way to 

exempt some buildings which are durable and are responsible, 
really, for bearing a disproportionate burden of Code 
enforcement. These are buildings that have never had a rec'ord 
of problems with the Fire Code or with meeting inspections, and 
have demonstrated a capacity for fire safety. 

ASSEMBLYMAN SOSA: Don't you get arbitrary? I mean, 
there are so many different things. 

MR. ELLWOOD: It is arbitrary right now. That is the 
problem. 

ASSEMBLYMAN SOSA: .. There are so many different kinds 
of buildings all over the place. How do you pick and choose? 
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MR. ELLWOOD: The biggest problem right now is that it 
is completely arbitrary between municipalities. This would be 
sort of a way to establish a statewide uniformity. This is but 
one avenue. 

ASSEMBLYMAN SOSA: Yeah, but how do you do it? 
MR. ELLWOOD: These are four suggestions. 
ASSEMBLYMAN KELLY: Okay. Are you going to continue? 
MR. ELLWOOD: That's fine. 
ASSEMBLYMAN KELLY: Are there 

Assemblyman Green? 
ASSEMBLYMAN GREEN: No, thank you. 
ASSEMBLYMAN KELLY: Assemblyman Sosa? 
ASSEMBLYMAN SOSA: No. 
MS. SMARTH: Do you want to ask--

any questions? 

ASSEMBLYMAN KELLY: Do I want to ask what? Don't be 
bashful. You're among friends here. 

MS. SMARTH: I mean, are we going to--
ASSEMBLYMAN KELLY: Mr. Connolly is going to talk 

now. What's the matter with you? 
MR. ELLWOOD: Thank you, Mr. Chairman. 
ASSEMBLYMAN KELLY: Mr. Connolly, you have the floor. 

You can defend yourself, continue with whatever you want to 
discuss, or adjourn for today. What do you want to do? I know 
you are going to come back and give us all those fees. Did we 
give you that schedule? Did I give you the listing of all 
those fees that I had? 

MR. CONNOLLY: I would like to have the one you had. 
ASSEMBLYMAN KELLY: Okay. Can · we get him a copy of 

that? 
MR. CONNOLLY: The Chairman has a list of all our fees 

on one sheet of paper that is better than I have ever seen. 
ASSEMBLYMAN .. SOSA: Can we get a copy from the 

Department of all the fees? 
ASSEMBLYMAN KELLY: Yes, we are going to--
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MR. CONNOLLY: I promised an analysis, but the list 
that you . have, which kind of lists them all, and how much 
revenue from each one-- We' 11 just follow that format and it 
will be easier . 

ASSEMBLYMAN KELLY: But I want to make sure that you 
have them all, because maybe we only have half of them on that 
list. I wouldn't want to miss any. 

MR. CONNOLLY: If there were more, I would tell you. 
ASSEMBLYMAN SOSA: And can we have how the fees were 

determined? 
ASSEMBLYMAN KELLY: Yes, yes, yes. 
We interrupted your testimony . Now you can continue. 
MR. CONNOLLY: No, you just missed my emotional 

clo s i ng . So we can just dispense with that. 
ASSEMBLYMAN KELLY: Oh, okay. 
MR. CONNOLLY: You know, I was making notes as other 

people were talking. I think it would just be best to give you 
an opportunity -- you gave me a long time this morning -- to 
ask any questions you might have. If there is anything you 
heard from anyone else which you would really like me to 
address, or if you have any other questions, I would be happy 
to--

ASSEMBLYMAN SOSA: Mr. Chairman, are we 
provide the Department with a list of questions 
perhaps, didn't have enough time to finish--

ASSEMBLYMAN KELLY: Yes. 
ASSEMBLYMAN SOSA: --with today? 
ASSEMBLYMAN KELLY: Yes. 

going to 
that we, 

ASSEMBLYMAN SOSA: So we can get the answers back. 
ASSEMBLYMAN KELLY: We'll give you more questions, Mr. 

Connolly . Otherwise, we'll be here until 6:00 tonight, and we 
don ' t want to do that. 

MS. SMARTH: That's fine. 
ASSEMBLYMAN SOSA: In the interest of time. 
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ASSEMBLYMAN KELLY: So, do you want to adjourn, or do 
you want to give us your last minute spiel? 

MR. CONNOLLY: No, I don't have a last minute spiel. 
I'm perfectly happy to let you leave. 

MR. CIFELLI: You took away his emotion. That is what 
he was saying. He was trying to be polite in telling you 
that. He was building up to a big closing, and you took it 
away from him. 

MR. CONNOLLY: Right. You know, I was building up to 
a crescendo, and--

ASSEMBLYMAN KELLY: All right. We have a lot of 
questions. We are going to give them to you people and you can 
give us the answers in written form. 
schedule. 

This meeting is adjourned. 

(MEETING CONCLUDED) 
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RECOMMENDATION# l: Consider moving the Division on 
Aging and the Division on Homen to the Department of 
Human Services. 

STATUS: 

This recommendation has been the basis for considerable 
discussion with the Department of Human Services, the 
Governor's Office, and other affected agencies. It has 
been concluded that it would be inappropriate for 
either of these two divisions t o be transferred to the 
Department of Human Services. Unlike the Department of 
of Human Services the Department of Community Affairs 
is not a service provider. The Department of Community 
Affairs' philosophy is that of empowerment. Its 
current structure enables its clients to obtain the 
services sought within their communities . 

The responsibilities of the Division on Aging with 
regard to independent advocacy of Aging needs, and for 
coordination with a variety of other DCA programs, do 
not lend themselves to merger i nto Human Services. 
Additional considerations of the relationship between 
the Division on Aging and the activities of the 
Department of Health have also been explored 
and are not conducive to merger . Similarly, the 
role of the Division on Women i n performing its 
statutory mandate as an advocate for Women's needs 
does not lend itself to merger with Department of 
Human Services; rather, the Division, as is the case 
with Aging, finds synergistic capabilities through the 
existing array of DCA services and DCA's fundamental 
advocacy responsibilities for community needs. 
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RECOMMENDATION# 2: He believe that transferring this 
program <Youth Corps Program) entirely to the Department 
of Education would satisfy the program's primary goal 
i s to provide employment opportunities to urban high 
school dropouts. The focus of the program is to enhance 
educational skills to help participants pass GE tests. 
seek employment opportunities and return to school. The 
c011111unity services component of this program. to assist 
with the rehabilitation of houses in urban areas. is 
secondary in comparison to the program's educational 
requirements. Because of this strong link to. education 
we rec011111end transferring this program entirely to the 
Department of Education. 

STATUS: 

This program was tra nsfe rred to t he De partme nt of 
Education as of July 1, 1991. 
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RECQtf4ENDATION # 3: Consider transferring the A-95 
Review Process also known as the Intergovernmental Review 
and Assistance Unit out of the Department of Conmunity 
Affairs. 

STATUS: 

Upon further review it was found that this program should 
indeed be transferred from the Division of Local 
Government Services, and it has been transferred to the 
Division of Community Resources in DCA. This meets the 
test of availability of compatible computer capabilities, 
as recommended in the report , and also locates the 
function in a division which has significant concern with 
federa l funding for a var i ety of needs for community 
agenc i es . 
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RECOMMENDATION# 4: Consider consolidating the Office 
of the Public Guardian and the Ombudsman of the 
Institutionalized Elderly with reporting authority to the 
Director of the Division on Aging. 

STATUS: 

Due to the statutory responsibilities of each entity, 
it was determined that the offices could not 
appropriately be consolidated. 

a) Public Guardian is appointed by the 
Courts as guardian of the person and property, 
or as conservator of the senior's property. 

b) Ombudsman investigates alleged abuse and 
mistreatment of institutionalized elderly . 
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RECOMMENDATION# 5: Consolidate fiscal offices and 
related support (non-program) personnel within each 
division under the Department's Office of Assistant 
Commissioners. 

STATUS: 

In an effort to e v aluate the practicality of this , 
the fiscal functions of three separate divisions were 
merged into one work group under the Assistant 
Commissioner in charge. It was found that some 
efficiencies of scale resulted, and some 
standardization of effort. It was also found that 
essentially the same amo unt of work had to be 
per fo r med, and t ha t add it i o nal liaiso n bac k to the 
pr o gram staffs o f the di v isions had t o be pro vi ded 
f o r. Further, owing to the fact of funding coming 
from diff ere nt Fe d era l ag e nc i e s , sep a rate repo rting 
f o rmats stil l had t o be o bserv ed . 

Since so many of DCA's programs involve the 
processing of Federal funds, it was necessary to 
obtain approval of Federal funding sources for these 
processing functions to be performed centrally, 
rather than in the di v isions that are the recipients 
of the Federal responsibilities. One of the major 
Federal agencies disapproved the arrangement, citing 
regulations that its funds could be used only for 
staff devoted 100% to its program, and solely under 
its programmatic control. 

This made the experiment fiscally unfeasible, 
although some lessons were learned. In the i nterim, 
staff reductions had occurred because of overall 
fiscal constraints, such that no further savings were 
feasible. 
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RECOtl1ENDATION # 6: Consider standardizing and 
consolidating operations of multiple groups of 
inspectors. Implement training programs to ensure 
that inspectors are cross-trained and capable of 
providing multiple types of inspections. 

STATUS: 

Hith the establishment of a new Division of Codes and 
Standards, the various inspectional functions referred 
to are now under a division clearly focused on those 
responsibilities. This includes Uniform Construction 
Code, Fire Safety, Boarding Horne Regulation, Hotel 
and Multiple Dwelling Inspection, and related 
r egulatory functions. Further, discussions have been 
underway regarding the possibility of these functions 
being reconstituted into a quasi independent agency 
associated with DCA. This would relate to the 
free-sup ported nature of these programs. 

Cross training of inspectors has been pursued to the 
degree possible within general functional areas, but 
owing to the nature of the licensing and trades 
specializations involved, it could be cost prohibitive 
to cross train inspectors to a significant degree. 
Further, inspectors from one program typically are 
not in buildings where inspections by other DCA 
inspectors are underway, so there is less overlap 
than one might assume without benefit of more 
specific understanding of the nature of the programs. 

The duties of the various inspectors were reviewed for 
overlap and possible consolidation. It was concluded 
that the nature of the codes specialties, and the fact 
that inspectors now do not cross paths in the field, 
left little room for consolidation, and in fact this 
would have increased costs by requiring major staff 
retraining and higher salaries. Common supervision 
of those functions through the Division of Codes and 
Standards is assuring that performance standards are 
met. 
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RECOMMENDATION# 7: Strengthen <Deputy Director) 
positions with defined responsibilities or e l iminate 
positions. 

STATUS : 

The Department has, as part of its retrenchment, 
terminated the Deputy Director of the Division on 
Aging. One other Division has been replaced <Community 
Resources). The Department believes that proper 
supervision of staff is appropr iately served by the 
existence of these several Depu ty Directors, and is 
focusing on assuring their having clear roles. In part, 
the advocacy responsibilities of our directors is best 
supported when deputies are available to provide daily 
administrative oversight of operations. 

0MB, in the preparation of the FY 92 budget, implemented 
funding r eductions to be met through this recommendation 
or equiva l ent salary reductions. 
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RECOl4ENDATION # 8: Computerize the reporting process 
for local municipality. county, and authority budgets, 
financings and other documentation. 

STATUS: 

Implementation of this recommendation requires funds 
which are not available. The report's estimated cost 
to accomplish this was between $250,000 and $500 ,000 . 
Cer ta i n efforts were undertaken in the Division of Local 
Government Services to improve internal automat ion of 
budget activities , but the broader automation, reaching 
ou t to the 1 oca 1 1 eve 1, i s heav i 1 y dependent on 
curr ently unavai lable r esour ces . Thus , due to the lac k 
of funds, DCA was not abl e to revamp the current pape r 
r eporting from muni ci pal iti es. Howe ver, cont i nued 
intern al automat ion wit hin our Divi sion of Local 
Government Ser vices has helped adj ust to staff loss es. 
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RECOMMENDATION# 9: Accelerate current programs to 
establish off-site computer archives and facilitate 
networking of computer systems . Provide a limited 
number of personal computers and additional training 
on how computer systems can be used to reduce labor 
requirements and enhance service delivery . 

STATUS: 

Off-s i te storage of computer arc hives has been 
establ i shed as recommended . Net work i ng of compute r 
syst ems has been developed to facil i tate gr ea t er 
eff i c i ency in use of equipmen t such as printers . 
Sig nifi cant progres s has been made i n t he 
automation of gr an t proc essing and the training 
of empl oyees . 

Overal 1, evaluation of DCA's office automation 
efforts has l ed to imple me ntation of improved 
operat i ng proced ure s, expanded i n- house traini ng 
and increased use of computer servi ces to cope 
with staff r eduction and growing work load . 
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RECOMMENDATION# 10: Dedicate appropriate resources to 
conduct audits of federal grants where DCA is the 
cognizant agency. Requires allocation of staff 
resources. At a minimum. it is estimated that a 
$200.000 in personnel expenditures will be required. 
However. this is to help protect over $100 million in 
annual grant funds. 

STATUS: 

This recommendation estimated a $200,000 cost in 
personnel expenditures so as to strengthen the 
Department's single audit cognizant agency functions. 
Such funding is clearly not available, and it is only 
with difficulty that the Department is able to continue 
efforts at the current level. Unti 1 such time as the 
state's financial picture improves, further activity 
in this direction will not be possible. 
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RECOHHENDATION #11: Consider developing 
scheduling system for all housing and 
inspections as well as mechanism to 
significantly reduce downtime resulting 
cancellations or limitations on access. 

STATUS: 

a centralized 
other facility 

eliminate or 
from landlord 

Centralized inspections are an advantage and are used 
where it results in efficiency and increased 
productivity. An example of such a situation ex is ts 
i n the elevator safety i nspection program. 

Beyond the witnessing of acceptance tests on new 
devic es, el evator s r equire one yea r periodic, six 
month rout i ne, and three or f ive yea r inspect ions. 
Once the de vice t ype and specif i cs are known, the 
l ength of ti me necessar y, and whe ther or not an 
ad vance appointment must be made for each i s known as 
well . As such, a schedule for the inspection of each 
elevator device may be made from now through 
eternity. In this instance, we do take advantage of 
an automated scheduling utility, schedul i ng 
i nspections centrally to provide fo r eff i cienc i es as 
i t i s practical to do so. 

Construction inspections are also schedu led centrally 
in each regional office. This is due to the fact that 
they must take place at the very specific t i me in the 
construction process where the work is r eady for 
i nspection. 

In the Bureau of Housing Inspection , however, there 
are a number of reasons that inspections are not 
scheduled centrally, the primary one being cost 
effectiveness. There are currently four teams of 
inspectors assigned to four areas of the state . Each 
team consists of 12 or 13 inspectors, each of whom are 
expected to inspect 12.6 units each day . This means 
that there are over 600 units inspected a day . - In 
addition, 851. of the units inspected require 
reinspection. Assuming an average of 10 units in a 
building, there would be 60 buildings scheduled each 
day for i nspection and 50 for reinspection . 
Presently, there is one clerical person assigned to 
the inspection unit. At least two additional people 
would be required to handle the paperwork . 
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In addition to increased staffing, there would be a 
decrease in productivity caused by central 
scheduling. There are many factors that go into the 
time involved in inspecting a building. Some are 
obvious from the file: the number of buildings and 
units, some are not obvious. It takes considerably 
longer to inspect a building that is in poor condition 
than it does to inspect a building in good condition. 
Office personnel would not know this and would have to 
use the "average unit" in calculating how much time to 
schedule. This would result in some inspections 
taking longer than scheduled, and some taking less. 
By allowing the inspectors to make their own 
appointments, they can take this into consideration 
because they are familiar with their respective areas. 

Last ly, with the addition of the new inspectors, some 
changes have been made in how assignments are made, 
mostly in the urban areas. The backlog of inspections 
that developed during the 1980's is being assigned to 
inspectors by areas, districts or wards so they can 
know what buildings they have and thereby do them by 
area. 

The same situation exists in the Bureau of Fire Safety 
which performs inspections for conformance with the 
Uniform Fire Safety Code. Work is assigned by region 
to each of the three inspection teams. Within a team, 
work is assigned to individual inspectors by 
municipality; i.e. a particular inspector is 
responsible for performing inspections in a particular 
town. 

The scheduling of the actual inspection is left to 
each inspector. The fire inspector's daily schedule 
is the outcome of consideration given to two 
variables. 

First, the matter of whether or not an appointment 
must be made in advance must be considered. Most 
businesses may be inspected by simply dropping in 
unannounced and without an appointment; in some 
instances this may be the preferred method for 
checking matters pertaining to occupancy, for 
example. Some inspections, however. do require an 
appointment. 

1 J )( 
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Second, the length of time necessary to perform the 
inspection must be considered . This varies as well 
among life hazard use types. 

Upon initial review of his/her workload in the town at 
hand, an inspector will arrange his/her schedule based 
on what needs to be done. · 
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RECOMMENDATION# 12: Establish performance standards and 
indicators for each element or bureau of the Department. 

STATUS: 

The department has established specific productivity and 
performance standards for inspectors. Every individual is 
required to produce an average of 2 inspections each ~ll 
worked. Our productivity records indicate that the average 
number of inspectors is 2.8 per day. 

The unit cost of inspection has been tracked on a long term 
basis. The commitment of resources is appropriate given the 
goals and objectives of the programs. 

,sx 
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RECOMMENDATION #13: In conjuction with HMDC . consider methods 
of accelerating the Comnission's expenditure of the $109 million 
which have been set aside for landfill closures. 

STATUS: 

The Commission has submitted its 30 year closure and post 
closure plan for all of its facilities which also include 
appropriate project schedules. Closure work is currently in 
progress for both HMDC landfills 1-A, and 1-E. It is 
anticipated that the Commission will incur substantial 
closure expenditures as a result of this measure. 

HMDC has advised the DCA that the $109 Million set aside to 
close three landfills is being spent. One landfill has already 
closed and a second is in the process of closing. The third is 
still an active site and is not ready at this time. Closing of 
the thtrd landfill is tentatively scheduled for December, 1993. 
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RECOMMENDATION #14: Develop a strategic plan for HHDC and 
consider operating the HHDC as a "business." 

STATUS: 

A five year financial plan encompassing the Commission's 
funding requirements during the next five years, including 
the identification of potential alternative revenue sources, 
has been submitted by HMDC. The Commission is presently 
providing the Department of Environmental Protection and the 
Board of Public Utilities with research data, on the feasibility 
of a regional materials recycling facility. 

A plan focusing on alternative funding sources has been prepared 
by HMDC . Although this plan has been ready for implementati on 
si nce FY 93, it requires legislative enactment and concurrence 
of the Office of Management and Budget. 

,1x 
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RECOMMENDATION# 15: He rec011111end that a facility of 50,000 
square feet be purchased or leased providing il'lll'lediate savings 
of approximately $9,000.00. He also encourage the HMFA to 
evaluate the cost benefits involved with a lease of a building 
rather than a purchase. 

STATUS: 

The Housing and Mortgage Finance Agency is independent of 
Community Affairs. However , it has been working with the 
General Services Administration to locate in the Roebling 
Complex in the City of Trenton. Earlier consideration of a 
larger facility would have involved other agencies occupying 
part of the space. Plans are for 68,000 squa r e feet (gross ) 
which wil l be with i n appropriate space standa r ds . Inasmuch as 
the intent of the finding's recommendations (that only an 
appropriate amount of space be acquired) has been accepted, this 
r ecommendation has been completed. 

Plans are underway to enable HMFA to move, on economical basis , 
into new quarters in Trenton. This entails a public-private 
partnership to convert the Roebling Wire Rope Company facilities 
t o a new urban center . 
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RECOtof1ENDATION #16: Consolidation of the permit process 
State-wide with appropriate staff should be assigned to this 
activity on a full-time basis. Centralization of the permit 
function will provide for better controls, improved planning and 
utilization of personnel. It could also assist with business 
development activity. For example, a developer could go to one 
central location for the necessary permits related to his/her 
project. Currently, the system requires acquiring permits from 
various state agencies prior to a project"s commencement. 

STATUS: 

The Department has prepared specific proposals which would lead 
to the consolidation of permit processing between state agencies 
and between levels of government. 

They are embodied in a Uniform Subdivision and Site Improvement 
Standards bill S 537, which is pending action in the Legislature. 

Since this problem is multi-departmental and multi-governmental 
in nature, DCA can do no more than propose effective solutions, 
which we have . 
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RECOHHENDATION # 17: Support of the proposed hotel occupancy 
tax within the HHDC region provides an alternative funding 
source to recover the Conmission's costs without directly taxing 
the local conmunities. 

STATUS: 

The Commission has already submitted various proposals for 
alternative funding sources to the State . These proposals have 
been submitted to local legislators for r eview. 
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RECOMMENDATION# 18: Establish an independent non-profit fund 
raising organization for the HHDC Environmental Center. The 
organization could then contract with HHDC for operation, 
maintenance and enhancement of the Center. 

STATUS: 

The Commission has requested and received an op1n1on from the 
Attorney General's Office regarding the legality of a non-profit 
fund raising organization. Due to the Commission's regulatory 
functions in the Meadowlands District, such fund raising is 
severely limited. 
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RECOHHENDATION #19: Modify existing rates and charges for all 
services provided by DCA to reflect the true total cost of 
providing each service. 

STATUS: 

In order to place the Hotel and Multiple Dwelling Inspection 
Program on a self sustaining basis as recommended, DCA has 
drafted legislation. 

With GMRC support, the law was changed so that fees collected 
equaled the costs of the programs. As of FY 92, the Hotel 
Multiple Dwelling Inspection Program is self-substaining. This 
represented a $1 .3 Million reduction in taxpayer support. Fire 
fees also support the local Firefighters Tra in ing Program which 
was previously supported by general taxpayers funds . 

Not e: Bill A-4809 became law as PL-1991, Chap. 179. This 
revision in creased t he rates for Hotel & Multiple Dwelling 
Inspection Program such that the ~rogram is self supporting . 
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Mr. Chairman, members of the Committee, thank you for the opportunity 

to appear before you. On behalf of New Jersey's builders let me offer our 

appreciation for your sustained commitment to the shelter needs of the 

state's citizens. To my knowledge, yours is the first systematic review of the 

policies and programs which directly affect the adequacy and affordability of 

housing In New Jersey. 

You have announced a broad agenda for this meeting. I will confine 

my remarks to the issues of fees. The NJBA is prepared to provide you with 

additional information on the other issues-including the recommendations of 

the Governor's Management Review Commission-at some subsequent date. 

The NJBA has consistently supported the principle that the private 

sector should pay for those public services which are the direct result of 

business activities which will (or have the potential to) significantly affect the 

public health and safety. In supporting this principle, we note certain impllcit-

•but critlcally Important-corollaries, Including: first, that the need for the 

regulation derive directly as a consequence of private sector Initiatives; 

second, that the health and safety concern be Inherent In the private sector's 

Initiative, not superimposed upon It; third, that the regulations be 
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administered efflclently; and that the pricing of the service (i.e., the level of 

the fees) reflect only the true costs of the program (i.e., there should be no 

diversion of revenues or administrative "mark-up"). 

In focusing on the fee structure of the Department of Community Affairs 

(DCA), the Committee is touching on an issue that transcends all state 

agencies and has implications for the state's entire economy. 

Fees are increasingly becoming a general revenue source; that Is they 

are being utlllzed to finance the generalized activities of government, rather 

than supplicant-specific services. This trend and all of its manifestations are 

wholly Inconsistent with the principles of law and economics that justify fee 

financing In the first Instance. Furthermore, in at least some instances, the 

shift from general revenue sources to fees is socially and economlcally 

perverse in that it shifts the financing of government onto the shoulders of 

those least able to afford It. 

For the housing sector, this trend translates into diminished affordability 

and an increase In the number of households that are Ill-housed or homeless. 

For the general economy, it diminishes competitiveness, impairs productivity 

and, perforce, reduces employment. This cannot be what policymakers intend 

when authorizing the imposition of fees. 
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encourage the committee, therefore, to examine the broader 

lmplicatlons of the reliance on fees to subsidize general welfare functions. 

You should pay especial attention to the role of the Department of Treasury 

and the use of appropriations bills to divert fee-generated revenues to 

unrelated purposes. 

I will focus the remainder of my comments on three general topics: 

• DCA's fee structure; 

• DCA's role in supervising local fees; and 

• Local administration of fee-financed activities . 

1. DCA'S FEE STRUCTURE 

In this age of "sunshine" and Its presumption of almost unbridled 

access to public sector records, we would assume that It would be relatively 

easy to determine what fees are being charged, what revenues are being 

collected and the activities on which these resources are expended. Further, 

given the heightened sensitivity toward public accountability, we would 

assume that the flnanclal reporting systems of state agencies would readily 

divulge this Information In a readily digestible format. 

Both assumptions are as fallacious as they are reasonable. 

Some hlstorlcal background for this statement: In mld-1989, then-

Governor Kean certified the existence of an emergency and authorized the 

DCA to Impose a retroactive fee Increase-in some cases exceeding 100%-- for 
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the permit programs authorized by the Uniform Construction Code (UCC) Act. 

This action was taken in response to the emerging state's budget dlfflcultles, 

not to any change In the policies, procedures or personnel associated with 

the UCC. 

The NJBA, together with the League of Munlclpalltles, Instigated suit 

challenging the agency's action. Because the agency refused to release 

voluntarily the fiscal data relating to the affected programs, the first phase of 

our suit was directed at obtaining this data. As a matter of policy, the 

Department refused to release the information. The courts refused to grant 

an expedited hearing on whether the agency was required to release the 

information and the litigation died due to the agency's successful 

stonewalling. 

Let me be clear: we were asking a public agenc· "O provide us with an 

accounting of the revenues and expenditures of programs that we financed. 

We were denied that Information and, to this day, have been unable to obtain 

a detailed accounting of the fee-financed programs. 

Without such information, Mr. Chairman, neither we, nor you, nor 

anyone, can determine whether the current fee levels are reasonable. We 

simply do not know. 
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We can speculate, however. There is, as there has been for the past 

few years, language in the appropriations blll that authorizes the diversion of 

fee revenues away from the agency and Into the Treasury's general accounts. 

There has been, over the past few years, a shifting of general administrative 

costs to the fee programs. There have been repeated increases in the fees 

without expansions of the program's statutory responslbllltles. In light of 

these data, it Is a reasonable inference that the fees exceed the costs of 

permit processing--and probably by a wide margin. 

The DCA Is not the Lone Ranger when It comes to fee fleecing. They 

are probably not responsible for the most severe transgressions. Indeed, we 

must commend the agency for its recent revisions to the premium structure 

of the New Home Warranty Program. Acting on the NJBA's recommendations 

concerning actuarial analyses, risk rating and reinsurance, the DCA has 

improved the soundness and safety of its warranty trust fund, while passing 

along savings to lower-risk builders. 

If you look In the direction of the DEPE, you will find ready evidence of 

the diversion of fee-financed revenues-to the tune of mllllons of dollars over 

the past . few years. You will also find recent proposals to increase 

significantly the fees that the DEPE charges and the way In which they lnten~ 

to hike these fees In the future. On top of those actions, the DEPE recently 

promoted leglslatlon granting them another $700,000 Increase In fees. These 
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are just a few examples of a bureaucracy that has come to use the State 

Register like Jesse James used a six gun--although admittedly to much 

greater effect. 

Let me offer just a few recommendations for your consideration: 

. 

• Require the preparation and publication of annual, 

independent financial audits of all fee-financed programs; 

• Direct the conduct of an Independent management review 

and restructuring, as appropriate, of ail fee-financed 

programs (the GMAC was a good beginning, although little 

heeded by the agencies with which we are concerned); 

• Require the privatization of reviews, with public oversight of 

the performance of the private contractors, except where 

there is compelling evidence that this would be imprudent 

(e.g., on the grounds of cost-effectiveness or performance 

adequacy); 

• Cap the potential of agencies to increase fees without the 

Legislature's approval and require that approval In an 

Instrument other than the annual aporopriatlons blll; 
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• Expressly limit the activities for which fees can be charged 

to those directly associated with the discharge of the 

legislative purpose (e.g., application reviews, on-site 

inspections); 

• Prohibit agencies from instituting new fee-financed 

programs without legislative authorization; 

• Establish a reserves policy to enable fee-financed programs 

to "flatten" cyclical swings in their income stream. 

2. LOCAL OVERSIGHT 

The DCA Is charged with responsibility for superintending local 

administration of bulldlng activities pursuant to the UCC. It Is also 

responsible for fiscal oversight of municipal governments. (To be clear, I am 

on record on the need to transfer this function.) 

The UCC makes clear that the fees collected by local building 

departments for the review and Inspections of construction activities are to be 

used exclusively for the administration of those departments. There Is to be 

no subsidization-directly or Indirectly-of activities outside of the bulldlng 
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departments by these funds. We know, however, that such subsidization 

occurs. 

Historically, the DCA has not been attentive to Its responsibllltles In this 

sphere. Indeed, It was only when the NJBA forced the issue that the DCA 

adopted regulations establlshing procedures for the dedication and accounting 

of buildlng fee revenues. 

In an exchange of correspondence between ourselves and the former 

Commissioner, we have been Informed that the Department believes that it Is 

still too early to enforce those regulations. Further, they apparently are 

taking the position that they lack the resources to do sot 

Mr. Chairman, my members cannot pick and choose the laws and 

regulations that they will obey. They cannot take their customers money and 

refuse to deliver a product or service. How is it that our public sector 

entities are allowed to do so? 

Among the recommendations that we would advance to address this 

malfeasance would be: 

• Early passage of A-1475, the legislation which would 

reorganize the current DCA and reassign its non-housing 
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functions to other, more appropriate agencies; 

• A statutory requirement for the appropriate agency to 

produce and implement an audit plan relating to local 

building code activities; 

• Amendment of the UCC to provide expedited procedures for 

the appeal of local fees. 

3. LOCAL ADMINISTRATION OF FEE-FINANCED ACTIVITIES 

Some municipalities rely on third party agencies (TPAs) to conduct their 

building code functions. In other words, the contract out a portion, or all, of 

their Inspection and review responslbilltles to licensed agencies. 

Under the UCC, when a munlclpallty engages a TPA, It Is required to 

pay that TPA at the same rate that the DCA charges when It acts as a local 

building code offlctal (which it does in about 40 municlpalltles). The 

munlclpallty Is authorized to mark-up the rate by an addltlonal fifteen percent 

(15%) to cover Its administrative costs. 

This means that the TPAs' rate does not reflect their costs and Is not 

the result of competitive bidding. Instead, It reflects the DCA's costs where 

Jnr 
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the DCA is very clearly acting in abnormal circumstances (I.e., it is involved 

in fewer than 10% of all municipalities). Privatization without competition is 

like a Hershey's bar without chocolate-simply nonsensical. 

Mr. Chairman, we recommend that the Committee report pending 

legislation amending the UCC to de-couple the TPA's rates from those of the 

DCA. 

A second major issue to which we would call your attention relates to 

the management of escrow accounts at the local level. By law, builders must 

post cash escrows to cover the anticipated costs of plan reviews, inspections, 

etc. These escrows are administered by municipalities but the disbursements 

are typically made to professional consultants (e.g., planners, engineers) who 

perform the reviews or inspections. 

Because these monies are not the municipalities' own, there Is no 

strong incentive for the locality to monitor them closely. Indeed, given the 

multlpllclty of other demands on the local entitles' staffs, there are incentives 

for them to focus their attention elsewhere. This Is a situation ripe for abuse. 

There are not, currently, standards governing these escrow accounts. 

There is not adequate guidance concerning accounting procedures, 

documentation of services, invoicing, dispute settlement, etc. 
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Mr. Chairman, this is an area to which early attention should be given. 

The number of complaints that we receive concerning abuses of escrows is 

rising and my guess Is that we are aware of only the tip of the iceberg. 

Legislation addressing many of the issues relating to the administration 

of escrow accounts is pending introduction and should be before the 

committee forthwith. 

Mr. Chairman, as I noted at the outset, the NJBA commends your 

continuing attention to the issues which inhibit our ability to provide New 

Jersey 's citizens with adequate, affordable shelter. Thank you. 

houcom.n112 
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Good morning Mr. Chairman and members of the Assembly Housing 

Committee. I am Alex Ellwood, Coordinator, Federal and International 

Affairs, New Jersey Business and Industry Association. On behalf of NJBIA's 

13,700 member companies, I would like to outline for you the Association's 

position on the State's Uniform Fire Code and suggested reforms. 

Since its implementation, NJBIA has received a number of comments 

from our members regarding the Uniform Fire Code. The complaints have 

come from large and small businesses alike throughout the State but are 

similar in content. The complaints reflect a great deal of frustration on the 

part of business owners. From these accounts it is plain that there is a great 

deal of confusion on both sides of this issue. This uncertainty has apparently 

cost businesses in New Jersey a great deal in fees, fines, paperwork, and lost 

productivity. 

The apparent problem with the Fire Code is twofold: 1) There seems to 

be no uniformity between municipalities as to what constitutes a violation; 

and 2) the Code itself is worded so vaguely as to be subject to a wide range of 

interpretations. The result has been that a number of New Jersey businesses 

have been assessed large fines that might have been avoided, or worse, 

unwarranted. Businesses are also inadequately informed of their right to 

appeal a decision. 

In NJBIA's view, much of the problem stems from the fact that 

enforcement of the Code appears to have strayed from the original intent of 

the enabling legislation. The three statutes behind the Fire Code are "The 

Uniform Fire Safety Act" (P.L. 1983 Ch. 383), "The Bureau of Fire Safety and 



Fire Safety Commission" ( P.L. 1983, Ch. 382) and "The State Uniform 

Construction Code Act" (P.L. 1983, Ch. 496). 

The Uniform Fire Safety Act was "remedial legislation necessary to 

protect life and property within this State from the danger and destruction by 

fire and explosion and shall be liberally construed to effectuate these 

purposes." The Bureau of Fire Safety and Fire Safety Commission legislation 

set up the advisory and administrative body to assist the Commissioner with 

implementation of the Fire Code. 

The State Uniform Construction Code Act amended and supplemented 

the 1975 State Uniform Construction Code Act and directed the 

Commissioner of the Department of Community Affairs to adopt individual 

subcodes as part of the State Uniform Construction Code. These subcodes 

include the fire prevention code. 

Most of today's regulations stem from the "Uniform Fire Safety Act." 

This law stated three primary objectives. 

1) all areas of the State are protected by a uniform, minimum fire 
safety code which will protect the lives and property of its 
citizens; 

2) uniform, thorough and adequately funded fire safety 
inspections protect the public whenever buildings which pose a 
serious life safety hazard are found; 

3) penalties for violators are both swift and commensurate with 
the gravity of the offense. The bill delegates all responsibility for 
implementing these standards to the Commissioner of the 
Department of Community Affairs. 
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Under this aegis, regulations have been adopted that, although they do 

not conflict with the legislation, they have placed a disproportionate burden 

on the sector - business- which historically has had the best record of fire 

safety. 

• Most buildings are required to register once a year. There is a 
fee schedule ranging from $58 to $2,070 per year. 

• Permit fees range from $29 to $1,150. Seventy percent of the 
fees are then given back to the municipalities for enforcement 
of the code. 

• Enforcement varies by municipality. Some pay their 
inspectors on a straight salary, some by the hour, and still 
others by each inspection. 

• The schedule for fines is less stringent and allows for some 
reductions if code compliance is achieved within a short 
period of time. However some fines can range as high as 
$5,000 per violation per day. 

• One hundred percent of the fines assessed for non-compliance 
are returned to the municipalities also for enforcement. 

None of the registration fees or even the municipalities' widely varied 

enforcement mechanisms were created by the legislation. They were a result 

of a liberal interpretation of vague statutory language. 

At the same time the Fire Code has done little to ensure fire safety in 

the State. In fact the Code focuses on the sector of New Jersey which has 

traditionally had the best fire safety record. The New Jersey Bureau of Fire 

Safety's figures show that very few fire deaths and injuries in this State have 

resulted from commercial structures fires. In 1987, for example, 166 of 173 

civilian fire deaths were due to residential or automobile fires. Most fires 
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occured between midnight and 4 a.m. and most victims were under 10 years 

old or over 70. In other words, 96 percent of fire deaths were unrelated to 

business. The most recent fire safety statistics bear this out. In statistics 

published by the Bureau of Fire Safety, 122 out of 128 fire deaths in New Jersey 

during 1989 were the result of non-business fires. However, the area where 

the highest number of deaths occur, one- and two-family dwellings, remain 

exempt from the Code. 

Another issue which arises regularly, is the expansion of the "life 

hazard use" definition to include a new series of businesses and structures. 

Each year a new class of structure is added under the jurisdiction of the Code 

as a "life hazard use." The most recent addition was hardware stores. It is 

difficult to believe that structures that were not deemed life hazard uses in 

1985, 1987, 1989 or 1991 should now be so. Given these problems and the 

effect that they certainly have on local businesses, now is a good time to 

correct them by wording the statutes more stringently. 

I would therefore suggest that the following steps be taken through 

legislative action: 

1) Provide a model enforcement mechanism with adequate 
appeals notice, uniform standards and pay structures for 
municipalities as well as realistic fee schedules. 

2) An assessment should be made as to whether the registration 
fees are reasonable. Reports by agencies which underwrite 
facilities in the State suggest that they are not. 

3) Individuals should also be aware of their right to appeal. This 
could be accomplished by requiring inspectors to provide this 
information upon contact. A one-page notice is adequate and 
cost-effective. 
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4) Unless an imminent hazard exists, buildings constructed 
before 1975 should be grandfathered. 

Thank you for this opportunity to testify. NJBIA looks forward to 

working with the Legislature to make the Code a more reasonable and 

workable one. 

6 
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THANK YOU, CHAIRMAN KELLY. THANK YOU, MEMBERS OF THE COMMITTEE. 

MY NAME IS BILL DRESSEL AND I AM THE ASSISTANT EXECUTIVE DIRECTOR 

OF THE NEW JERSEY STATE LEAGUE OF MUNICIPALITIES. THANK YOU FOR 

GIVING ME THE OPPORTUNITY TO APPEAR BEFORE YOU, HERE TODAY, TO 

DISCUSS THE OPERATIONAL METHODS AND THE FEE STRUCTURES OF OUR 

STATE'S DEPARTMENT OF COMMUNITY AFFAIRS. 

AS YOU KNOW, DCA WAS EXPRESSLY CREATED TO ASSIST LOCAL GOVERNMENTS 

IN THEIR EFFORTS TO IMPROVE THE LIVES OF THEIR CITIZENS. THE 

DEPARTMENT WAS CHARTERED TO BE A TOOL -- ON TAP, NOT ON TOP -- FOR 

THE USE OF LOCAL OFFICIALS ALL AROUND OUR STATE. WHEN FUNCTIONING 

PROPERLY, DCA DOES NOT IMPOSE UNIFORMITY. RATHER, IT ASSISTS IN 

AND ENCOURAGES DIVERSE SOLUTIONS TO THE PROBLEMS CONFRONTING OUR 

VARYING MUNICIPALITIES. IT RECOGNIZES AND RESPECTS THE FACT THAT, 

THOUGH LOCAL OFFICIALS MUST BE PERMITTED TO CHANGE THE DIRECTION OF 

THEIR FUTURES, THEY ALL SHARE A COMMITMENT TO QUALITY. 

~x. 
- SERVING MUNICIPAL GOVERNMEN T IN NEW JERSEY FOR MORE THAN 75 YEARS -
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ON OCCASIONS, HOWEVER, DCA HAS FORGOTTEN WHY IT WAS CREATED AND 

WHAT ITS SPECIFIC MISSION ENTAILED. ON THOSE OCCASIONS, THE LEAGUE 

HAS COME TO YOU. 

RESPONDED. 

AND, TO YOUR CREDIT, THE LEGISLATURE HAS 

MY SPECIFIC MESSAGE TO YOU TODAY IS A MESSAGE I'VE OFTEN REPEATED. 

IT CENTERS ON TWO BASIC ISSUES OF FISCAL FAIRNESS. THE FIRST IS 

STATE PAY FOR STATE MANDATES. THE SECOND IS PROPERTY TAX RELIEF. 

IF AN ACTION TAKEN BY A STATE AGENCY FORCES A LOCAL UNIT TO 

INCREASE ITS EXPENDITURES, IT IS AN UNFUNDED STATE MANDATE. 

FURTHER, IT DIMINISHES THE EFFECTIVENESS OF THE PROPERTY TAX RELIEF 

INITIATIVES ENACTED BY THIS LEGISLATURE. 

IT IS NOT, AND . IT SHOULD NOT BE, THE RESPONSIBILITY OF LOCAL 

PROPERTY TAXPAYERS TO SUPPORT ANY STATE LEVEL BUREAUCRATS 

OF ALL THOSE AT THE DEPARTMENT OF COMMUNITY AFFAIRS. 

LEAST 

THERE ARE, AND THERE ALWAYS MUST BE, A LIMITED NUMBER OF PUBLIC 

DOLLARS. THOSE DOLLARS NEED TO BE PUT TO PRODUCTIVE USE. LET'S 

KEEP THE PROPERTY TAX DOLLARS IN THE TOWNS AND COUNTIES AND SCHOOL 

DISTRICTS, WHERE THEY WERE COLLECTED AND WHERE THEY BELONG. 

THANK YOU, MISTER CHAIRMAN. 

QUESTIONS. 

I'D BE HAPPY TO TRY TO ANSWER ANY 
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TO: 

FROM: 

RE: 

MEMORANDUM 

November 6, 1992 

William Dressel, N .J. League of Municipalities ,1 
L. Mason Neely, Chief Finance Officer 1)11 
Department of Community Affairs Uniform Construction Fees 

Illustration No. 1: The State has raised the Uniform Construction fees 
consistently over the various years. We have sent letters asking for support 
and justification for the increased fees. We were informed they had not 
conducted a feasibility study nor a justification schedule demonstrating that fees 
established have any relationship to the cost of providing the service. 

Illustration No. 2: The Division of Codes and Standards requires that every 
municipality justify fees based upon the level of service provided and that fees 
directly relate to the cost of the service. 

Illustration No. 3: The State requires a surcharge on every permit issued by 
the Township. That surcharge was to fund educational courses to improve and 
develop quality inspectors. Initially, those local fees were used to reimburse the 
inspectors for the courses they attended. Subsequent, they have continued to 
increase the surcharge (more then doubled) and they now keep the money to 
fund programs without reimbursing local government who generate the money. 

Illustration No. 4: Recently adopted elevator fees are another example of 
requirements · for local construction. There was basically no problems with 
regards to elevators through the inspection and certification program. The State 
now has changed their administrative procedures regulation to require a certified 
Sub Code Official, ie. an elevator sub code official. This has increased the cost 
of inspections, the coat of government and the number of employees. 

Illustration No. 5: Recall the whole concept of Dedication by Rider. There was 
a number of meetings dealing with dedication by rider-. Everytime we had a 
meeting we thought there was some agreement and then regulations would come 
out contrary to what was agreed upon. The end result is that the Local Finance 
Officer and the Construction Official have to certify each year a report to the 
State on how the funds were used, how much was collected and the balance that 
remains. In the meantime, the State serves as inspecting agency for a number 
of local communities and there is no similar reporting structure ·on the utilization 
or justification of those fees by local community. 
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Illustration No. 6: A Final illustration deals with the computer processing of 
permits, You may recall initially we made suggestions on how to economize for 
local government through use of computers. The State rejected our approach 
and developed their own system contrary to what was established by local 
governments. Now they are mandating through administrative procedures that 
local governments utilize their system and those communities that issue more then 
600 permits in a year report electronically, This is irrespective of what type 
of data processing systems were developed locally, when there was a "void" 
caused by the State doing nothing. 

I hope some of these short thoughts are helpful. 

LMN/lk 
workidlk/1 
cc: File 
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NEW JERSEY FIRE PREVENTION ANO PROTECTION ASSOCIATION 
POST OFFICE BOX 4218, HIGHLAND PARK, NEW JERSEY 08904 (gOS) 572-1996 

August. 27, 1991 

nr. Willi•• Drv•~~l 
Ae•iat.ant. bee. Dir·•c:tor 
NJ Stat• L~egu• o! Hunieipali~i~$ 
407 W••~ S~at• St~~t 
Tr•nt.on. HJ 08618 

R•r DCA Propoeal Not PRM 1991•396 

D•ar Bill: 

rollowi n Q up o u r t•l•p hon~ nonv•~•~ti on le8t w~ek . 1 
hev• • nai oa.o a copy of the abov• - oapti on~d DCA 
pr-c::,posal •a it •ppe~r@'d i n ~ho August Slh ~J 
B~9!!1t[• Th~ propoa!'d regulati0ne •e~k to rai~~ the 
annual i11~ ha%ar-d u•~ !.-a 20X and would gr~9tly 
•xpand the scop• ~i oceup•ne1•• clasai1i~d ae li1• 
hezerd u••• -to inelude all :fact.oriPft and v11r&ho1u:ie-e 
(c~nt•in~nw cc•buetibl••> a~••t•r than 12,000 equ•r• 
, .... t.. 

I hav• d1Aouaa1Pd proposal at. l•ngth with •efflb~r• 
of our Ex.-cutiv• Bo-rd, and •~ hav• •o•~ e~riou• 
r•a•rv•tiona. Our 1-ect~•~• concern li•• wi~h the DCA 
eircu•v•n~ing th• ••tablieh•d Fir• Sa1•ty Co••iasion 
and it• Cod•e Advi~ory Couneil~ eoMpr~e•d a 
aigni1ieent nu~r o1 loo•l governmPnt 
r•pr•••nt.at.iv••• I r ·.o•nt.ly r~•iv1!'d • l•tter .:froa 
Coafflieeion~r Pri••• on ane~h•r ••tt•r outlining 
••pha~ieally th• Depar~a@nt•s pn:,cedur~ 1or 
rul•••kinQr which he af:f1r .. d includ~a r1!'Vf~v and 
eo•a@>n~ by both bodie-e. Thi• proposal had abuolut~ly 
no input 1r-oM e~thPr groupr t.h• F1~ Co••1seion Vio~ 
Ch•1·r••n• inc1d•ntally,, is t.hP L•egu••e ttte•ber. 

Anot.h41"r pr·i•ary conc•rn i• t.h~ ~veor-inQ%"t'•sing et.flt.I!!' 
't.ak• • ovt. cd t.h~ l :l.:! • haz.ar·d uee 1 ees. At. :! i rt::t., the 

••• cont'd ••• 

1962 - OUR 29th YEAR - 1991 



l r / 12 / 1932 12:44 

Nr. Willis• Dre-.,·!• ·.•l 
Auou~t. 29, 1991 -
---p•ge 2---

HIGHL,...1lD PARK BORD 

Fire Sa1et.y El•••nt. reba~~d e01. o1 all li1• h~xard 
uaP fart!>a t.o t.hos~ local e-n.for-·c1na ac,@lnci•e "'•king 
111~ hazvrd us• 1nepPetion~. S•v~r•l Y••re ego. th~ 
D•p•rt.~ent incr~•••d the r9gielration 1••s 15%. and 
•utJ.-•qu•nt.ly incr••••d t.h•!r- por·t.:lon o! t.h• ~•• :frC111t 
20X to aox. • ~Z inere11se. That. proposlll w,u, not 
vid•ly o~poa~d b.aauae local ag•noy rev•nu• did no~ 
d•cr•aee du• t.o t.h• h:ighc,r ov•r·all 1•••,, and no add~d 
workload wa• 1•po•~• H~r•• in 1991 0 th•y propo8e 
• till enoth•r .20~ incre•~~ in the fe-ee. vh11• hiking 
th• DCA ahar~ 1rc• 30 to 35X 1or- doing lit.t.le •ora-
then coll.cting th• •cn•Y• 

Whil• cruneh1nQ h~ nu•tt.ra ~u:rrc·,nding t.hf!' ino:Nta1u1•. 
BOWHt v•ry if\' ~.•2'""'·~t._ing fact.a el'N!PrO•• F:i.rat., th@' 
propo111aJ. su,.•• y t ::>rrf!'ot.l y point• out t.hat looel 
11gen0y ~ven\l• .. :f..tl i .nc:r•u,,u,, 111. ns::r a :r•uult. o! the 
i ncr••••• 'llhat. 1,hE·Y ! nil t.o IH!'nt.icin iA t. :,et 1or evf!!ry 
91. 00 r@'al.:lz.e-d h,- ?1 •unioipel! t y ;,s · >·-.eul t o:f t.h• 
hik•• 'lh• DCA will r~:.p SJ . "·fl - ngain, :for doing 
nothing. O.pertaen~ r•v•nue go~e up 40% ~roM ~hie 
1ncr•••"'J •• co•p•r.-d t.o 11X :f.or thP LEA. who are-
r•9pone1bl• 1or all ine~e-etions and ~nforee~~nt 
ectiona, and •r• •••n r-equired to go out and r1t9iat.er 
t.h• .bue:in.,.•••• 

Th• Unifcrr• Fir• Code ie a product. o1 th• Uni:f.or• 
rirt!' Sa1•ty Act. MJSA 52r27D-192 et ••q, which in itB 
pu.rpo•• proYidl!'B for •un:i.for•, thorough and 
ad.-qu•~•ly 1und.-d 1~r8' sef~ty inepection•• to prota-ct 
~hw public. Se-e~ion S2t27D-201(1> o:f t.he •nabling 
leoielat1on ••nda~ee lhal th• Co,....iaaicner 
appretpr·i•t• •all aon•y11 which the co•1de&ioner shall 
r•c•1v~ in \hw 1or• o1 1ee~ nnd 1~r pa-nalti•e !or 
:failvr• t.o ~9>9ist.e-r ••. to the- de-perl~nt. to F'IIY :for 
th• coat 01 ~n1orcing thi• act.• Howh•r• in t.h@' Act. 
is t.h•r• •v~horizetion ~o fund th~ fire~ighter 
inat.ruot.or ee19t.y coura .. , thP Cit.i~~n•a Allianc• for 
Fir• Sa1•t.y. ~h• 1ir• incident reporting •Y•~e~, th~ 
Public Edueat.ion Unit and !i~e!ight~r ~rain~ng 
r•avlatiQne ~nd eour11Pe - th&sP all foll w~ll ovl•id~ 
th• •~"n: o1 th• Ac~. y~t. ftr~ being pig9yback•d onlo 
th• li1P haurd ue• ~ist.ralion iP'!"s. BuainessPn ar~ 

••• cont. -d ••• 
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Nr. Willia• Drea••l 
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~ing la~•d <•n •ueh -s *3,2.SO.OO/year ~a 
in t.h• guiee o! cod• ~n1orcE'• .. nt. to fund a 
~~ate bur• auerecy no~ re.ot~ly r~lat•d 
ftn1 orc•-.nt.. 

propoe•d> 
voracious 
to cod• 

Th• propoa• l also s~k• ~o broad~n t.h• •cop• o~ 
1acilili•• clas•i!ie-d aa 111~ ha%a~~ ue••· Vhil• cur 
Aesocietion dotHI not obj~l to this in principl~t . we 
f~•l th• propoa•l should be ~ithdrawn •nd •~b•it~ed 
to th• Codes Council and thP Fire CoM•ia•ion !or 
!urth•r atudy. Mo enaly•i~ has been pr•••nted 
r•v•rding th• •~~wot o1 ~hie propoe•l on •Misting 
LEA*a. ffany co•• vnit.ie• ~•Y now be !•ce-d w1t.h 
hundr·~• o1 add.it.;l.or,al at.11t.~-'lll• nd11ted in11r,.ct.iona 
(and 8ubeequ•nt rein~pee~ions), end, giv~n t h@ 
cur:r9nt .cono•ic cliNate, •~ny local agPnci~e will 
not b• giYPn Ror~ly-neecf•d stn~! !or the n ~w 
workload. 

ror •~••Pl•• 8 •9'diu~-ai~9 coa11tunity with 100 ••all 
!aetori4NI •nd w• rehoue•• would iwt11edi•t~ly h~ 
con1ront•d Yith 100 iniliQl inspections annually. 
n~•rly th• saee nullt>Pr of follow-up viaita. plus the 
• dMin~•~ra~iv~ tiM• involv~d in regiatering th• uses, 
iseuing notia•• and e•rt..i1icat•8• and ini~iating 
co•pl•1nta • . Th~•~ t•sks vould requir~ th~ ~qu1valent 
o1 • half-t.1 .. insP4tCt.or-. yet the- l.EA wculd re-ce-iv• 
only S13tSOO in r•bet"' und~~ th• propospd !or•ula. 
All ~xpc-ne~e coneid•r.a. this fellR far short o1 wh•t 
ie ne•d~, •••u•ino ~he •unicip•lity vould eve-n 
con•~der add~n9 J)9'reonne1 in ~hi• ~r• oi leyof1s. 
Also, how cen th•Y ch~rge a s~all ~un~ral p~rlor Mor~ 
~h•n • 24.000 • qua~ 1oo~ fact.ory 1or reg•1tration 
••cap@• IMt - or i• a funeral parl~~ • lii~ hazard 
to btPgin •1th? At the Code's 1ne@pt1on, th• Code• 
Council det•r•in@d they wer~ not.. 

Fintlly, th• Fir• Safety Act per•1ts the OCA to •llow 
local •q•nci@s to colleot th@ lif@ h~z~rd u~ 
r•gistr•t.ion ftHt, and th9n r~•it the a~•te portion to 
th• Depart-.ent. Sine• t.h~ L£A'~ ar~ b~ing ord•r~d now 
to r@gi•t@r th~ 11~~ ha~ard u.s•s by the ~tat~, and 
•ince the DCA dotte not P'@r•it ~he LEA to iseue a 

••• cont.• d ••• 
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Nr. Willie• Prese~l 
August. 27, 1991 
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oivil ~nalt.y 1or 1ailux-1;9 t.o T·~giat.•r, why doean •t. 
the OCA p•r•it. loeal •o~nc1•e to e~lleet. t.h• 1••• • nd 
t.o i••ue p•n•l t.:l•• :for r-eogi,.t.r-l!llt.ions, and 1·e•i t. only 
• a•all•~, •djuet.&d pereentag1!" - eay 10X1 Thie would 
en•bl• t.h• 0.par·t.•ent. t.o f':!c&1l• down i t.s bure-aucraoy 
end r•P1•c• •h•t ~• ~11•o~iv•lY • loca1 
~unct.ion now. 

l 1••r that t.h• code enforc•~~nt. ~yet•• is going to 
•u~i•r •••••,..blow · i~ th4N9• ~nnual f••• and ~h• l>CA 
bur••ucraey •r• no~ k•P~ ·in cht!'Ck. Asking co•~un!~i•• 
to do ~or~ in•~tione Yifh li•it.~d ftt.nf1 May br~•k 
th• back• o1 ••ny . utA ••~ . ny only sugg~st.ion 1• t.hat. 
thi• propo••l b. wit.hhe-ld 1ra• adopt.ion p•nding 
!urth•r ~Yi•v and co••ent by t.he FirP. Co•~ission and 
the Code-a Council, ~h• v•ry p•opl• lha~ will b• doin; 
th• work upon edop-lion. 

Than.k you in advanc• :for y our- cooper-at.ion. 

'WIS/ 

cc: Gov, James Florio 
Sen. John A. Lynch 
Sen. Carmen A, Orechio 
Assemblyman Joseph.V. Dorio, Jr. 
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