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A.$mmLYMAN JOSEPH L. B<XXBINI. JR. (<2laiDDan) • ·May we get 

started, please? 

Good morning, ladies and gentlemen. This is ·a hearing of the 

Assembly Law, Pub.tic Safety and Defense Conmittee. It is the sixth 

public hearing to be held . by the Comni ttee· for the purpose of·· 

· investigating problems with the new canputer system within the DiVisiOn 

of tot> tor Vehicles •. 

Ibring this hearing, the Coomi ttee will focus on ·bid waiver 

proeedures for State contracts. 

Our first witness this morning will be--

ASSEMBLYMAN FOY • Before we begin, Mr. Chainnan, I have a 

housekeeping matter I would like to take care of. 

· ASSEMBLYMAN BOCCHINI' I have one also. 

ASSEMBLYMAN FOY' I've spoken to my Republican colleagues, 

and for once--

. ASSEMBLYMAN BOCCHINI r Excuse me. This (holding up letter 

from Assembly Speaker Alan J. Karcher) will serVe to confirm that you 

have been reappointed_to the Cottrnittee. 

ASSEMBLYMAN SCHUBER' I don' t think that was what he had in 

mind, Mr. Chainnan. (laughter) 

ASSEMBLYMAN FOYt I've consulted with my Republican 

colleagues, and for once I find myself in complete agreement with than 

on an issue of importance to the Committee. Specifically, after one of 

the last hearings, the Chair kissed a man, and there is concern 

regarding the potential for the spread of disease. (laughter) I am 

going to join with my Republican colleagues and ~ove that the Chair 

refrain from planting any kisses on any of the witnesses today. I 

think it would be a service to our State Treasurer and former--

STATE ~ Ml<liAEL M. HORNe (fran audience) 1 

motion. (laughter) 

I second the 

ASSEMBLYMAN FOYe Can I get a second on that, Pat? 

ASSEMBL~ ·SCHUBERt We' 11 second that. . I· know Mike has 

been asking us about it. (laughter) 

ASSEMBLYMAN FOYt I concur with that. 



ASSEMBLYMAN BOCCHINI• ·I don't think I will ever ·live that 

one down. '!he tough part was when my wife said to me, "I never knew 

it.'' (laughter) 

NOtwithStanding that, ·our first witn.ess this morning is 

Earl Josephson. Mr. Josephson, if you' 11 press the button in front of 

you, fine. We' 11 be able to pick up your voice. 

Mr. Josephson, previously all people testifying it:t front of 

. the Comnittee in relation to this matter did so under. oath. Ik> ·you 

have any problen with that? If you would, please raise your right 

hand. I:b you understand that the testimony you are giving tOday is 

being recorded, will be transcribed, and may be used ·in other 

proceedings? 

FARL JOSEl'IISW t I do. 

ASSEMBLYt1AN BOCCHINI' [b you understand that the testimony 

you give today will be vohmtary, and do you swear that the testimony 

you are about to give will be true and correct? 

. MR. JOSEPHSON t I do •. 

· ASSFl1BLYMAN BOCCHINI! . All right. Thank you. Mr. Josephson, 

what is your present position in State government? 

MR. JOSEPHSON~ Public . InfonJ)ation Officer for the 

Administrative Office of the Gourts. 

ASSE11BLYMAN BOCCHINI t How long have you been in that 

position? 

MR. JOSEPHSON~ Since June 24th .. 

ASSEMBLYMAN BOCCHINI! · Arid, prior to your present positi,on 

with the Administrative Office of the Courts, what pos{tion did you 

hold in State government? 

MR. JOSEPHSON, Well, there were several. 'Ihe last position 

was in a staff capacity in the Division of Purchase and Property from 

May of 1983 to A~t of 1984. Prior to that, Acting Director of the 

Division from July 1975 tmtil late May, 1983. Prior to that, a year 

and a half .in a staff capacity in the Treasurer's office. 

ASSEHBLYMAN BOCCHINlt In relation to your position in the 

Division of Purchase and Property, were you responsible for approving 

State contracts? 

HR. ·JOSEPHSONt Yes. 
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ASSEMBLYMAN BOCCHINI' And bid waivers? 

MR. JOSEPHSON• Not bid waivers. Bid waivers are approved by 

the State Treasurer • 

. Treasurer--

Review of those for submission to the State 

ASSEMBLYMAN BOCCHINI' In relation t~ your position, what 

policies and procedures, to be a little more explicit, governed the 

issuing of bid waivers during your tenure with the Division of Purchase 

and Property? 

MR. JOSEPHSONt Can you put that in a little sharper focus? 

That is a very broad question, and it wuld take a good hour to go 

into. 

ASSEMBLYMAN BOCCHINI t Assemblyman Foy? 

MR. JOSEPHSON t They are statutorily delineated now. I am 

sure you don't want me to repeat all of the statute, especially from 

memory. 

ASSEMBLYMAN FOYt t-1r. Josephson, the staff was going to 

present you with a memo dated February 11 , 1981 written under your 

signature. I am going to review it with you and ask you some questions· 

about the material that is set forth in the memo. If you want to take 

a minute to refamiliarized yourself with it-- It is dated February 11, 

1981. It is from the Division of Purchase and Property. It is signed 

by you as Special Assistant in Charge, which I assume was your title at 

that particular time. Is that correct? 

MR. JOSEPHSON! Yes, that was a term of art because I was 

Acting. 

ASSE2-1BL~ FOY t Cl<:ay. The memorandum is to Assistant 

Conmissioners and Directors of Administration, and the subject is, 

"Request for Waiver of Advertising." Could you advise us as to what 

was the . genesis of this particular memo? Why was it sent out at this 

particular time? 

MR. JOSEPHSONt Well, this was done in conjmtction with the 

creation of a form -- a request for a waiver -- to attempt to focus the 

material that you needed to review the waiver. Previously, they would 

come in, and .in a· very ad hoc kind of way -- · infonnal letters from 

Cabinet officers or other officials, sometimes with key attachments 
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.missing in an attempt to JJ~ak.e sure _we _had all the. ~sseritiai. 

information. We created this form, and in conjunction with the fonn 

and-the basic kinds of information that would be filled out-­

ASSEMBLYMAN FOY e I note. from the date that i ~ is-- Excuse 

me, go ahead. 
. . . 

MR. JOSEPHSON I We updated the procedure really to codify 

many of the things we had been doing for quite sane. time. 

ASSEMBL~ FOYe I note from the-date that this was early on 

in the new Administration. Was part of the basis for issuing the memo 
to familiarize the new Q:mnissioners and the new Directors? 

about? 

MR. JOSEPHSONe Excuse me. This was dated February, 1981. 

ASSENBLYMAN FOYe That is right. 

~1R. JOSEPHSON t Which new Administration, are you talking 

ASSEMBLYMAN SCHUBER e 

Administration. 

It would be· the end. of the old. 

ASSEMBLYMAN FOYe Well, when did the new Governor take 

office? 

MR. JOSEPHSON! January, 1982. 

ASSEMBLYMAN FOY e Nineteen eighty..;two. Oh, I'm sorry. I've 

got the wrong date on_that. All right. It wasn't to familiarize the 

new Comnissioners. This was to familiarize the old Comnissioners. All 

right. 

let's go over the memo. It says, "Th~ attached waiver policy 

and procedures have been developed over the past several months and 

will be effective Harch 1, 1981. The objec-tives of the procedures are 

tor 

1) Speed up and simplify_ paperwork apd .processing; 

2) Eliminate a separate waiver letter and consolidate other 

data transm~ ttals; . 

_ 3) Give agencies greater insight and advice on what{ 

infonnation . the - Purchase Bureau needs to process ~ waiver . without 

having to send it back for missing infonnation." 

Were all of these things problans that o_ccurred during the 

Byrne Administration? 
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MR.· JOSEPHSONe Through the processing time, yes. . ·nte 

processing time was inordinate because of the separate waiver letter, 

. and when you have to have a busy Cabinet officer write a special letter 

containing information in it; it can be incorporated on a form that he 

·can sign. That· takes time. 

When they have to keep writing back . for attachments, that 

takes time. 

ASS&1BLYMAN FOYt All right. It says--

MR. JOSEPHSON' Finally~ when you have people who don' t 

realize that the grotmds for a waiver are set forth in a Statute; via o 

public exigency or sole source of supply, that you wanted him to fOcu.s 

in that information on exactly how they determined it . was a sole 

source, what the emergency really was-- This was a processing thing to 

simplify the procedure and make it less painful so that the vendors 

could be paid, because they woulcfu' t get paid unless this thing was 

approved. As a result of that, the time was reduced in half on the 

average, as I recall. 

ASSEMBLYMAN FOY e All right. The memo goes on . to say, 

"Consistent with the availab\lity and degree of competition practical, 

the granting of a waiver of advertising does not lessen our mutual 

responsibilities to (1) articulate requirements, (2) negotiate the most· 

favorable arrangements in the State's best interests, and (3)· obtain 

thebest prices." 

Could you elaborate on what you meant by "negotiate the most 

favorable.arranganents in the State's best interests?" 

MR. JOSEPHSONe In those situations where options are 

available -- and, not all waiver situations are the same obviously -­

what we were simply articulating there was a long-held view that simply 

because it is a waiver of advertising, which simply means that you 

don't put a newspaper advertisement out in cormection with the 

procurement, it doesn't change the fact that it is just another 

contracting arrangement -- one of several -- and that all of the 

standards of contracting apply to a waiver, as they would to a fonnal 

bid situation, a lease, or whatever. There are standard things that 

you do in tenns of the stages of the procurement and attitude that 
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somehow your wa1v1ng advertise co[npetition didn't mean that you were 

waiving everything else in connection with purchBsing. That was what 

this was designed to do.-

ASSEMBL~ FOYt All right. It then continues, "Many· times 

it is possible to obtain informal solicitations in very short periods 

of time. However, our experience is that agencies wait too long ·before 

contacting the Purchase Bureau. 'Ibis contributes to . a crisis 

· atmosphere and a breakdown of effective c()IIIDl.mication. It is important 

to notify the Purchase Bureau as· soon as need is determined. Such 

practice would go a long way to helping us perform our ·.mutual 
t . 

responsibilities." 

Did the Purchase Bureau maintain · lists of vendors and 

consultants in Various areas of expertise? 

MR. JOSEPHSONr Oh, yes. There is a bidders list, Which is 

canpiled and updated from time . to time, and. that is the source o! 

knowing who is out there. 

ASSEMBLYMAN FOY' So, if an agency were to say, "We have a 

problem regarding our computer operations, and we have a time frame 

that is very limited. We want to go to a bid waiver," you would be 

able to supply them with potential consultants for the specific duties 

they need performed. 

MR. JOSEPHSON! On that or any.· other procurement. 

ASSEMBLYMAN FOYt Okay. And then~-

MR. JOSEPHSON' I might add that that list did not pretend to 

be an exclusive list because it depended a great deal on expressions of 

interest by people in the marketplace. They might have been an "added 

to" based ori buyer knowledge, but it certainly wasn't an exhaustive 

list by any means. 

ASSEMBL~ FOYt All right. It says, "As with any new 

procedure, there undoubtedly will be questions and circumstances that 

have not been properly addressed. We want to remain open and receptive 

to these situations and any other suggestions you may have on how to 

improve the process. Over the next several weeks, staff members of the 

Purchase Bureau will be arranging sessions with various agencies to 

produce a better understanding of and to answer any questions you may 

have about the new system." 



. Was that follow-up, in fact, done as far as the sessions with 

the various departments? 

MR. JOSEPHSON• I believe it was, yes. That was at a fairly 

low .level, and it was geared pretty much to the paperwork side. 

ASSEMBLYMAN FOYe Right, to the basic staff people in the 

departments and divisions. Do you recall Whether it was done in the 

Division of Motor Vehicles? 

MR. JOSEPHSONe I have no recollection of who they talked to. 

ASSEl1BLYMAN FOYt All right. IX> you know whether or not 

. M:>tor Vehicles', during the time you were there, administrative people 

contacting you regarding problE!Ils with respect to the implenentation of 

the bid waiver process? 

MR. JOSEPHSON t I don't recall thE!Il contacting me directly 

any more than anybody else. 

ASSEMBLYMAN FOY t AlL right. The flip-side of that letter is 

a ·docunent entitled, "Procurement Circular. ·subjectr Request for 

Waiver of Advertising." It is a mE!Ilo to all Ust.ng Agencies and Fiscal 

Officers, with an effective date of March 1, 1981. It is from you as 

Special Assistant. Now, you drafted this particular thing, or .did you 

have staff develop this for you? 

MR. JOSEPHSON, With staff. 

ASSEMBLYMAN FOY t With staff. Okay. 'Nunber one, where it 

says, · "Policy," it says, "All products and services are to be obtained 

through the process of formal advertised bidding." Then in capital 

letters it says, "WAIVERS OF FORMAL ADVERTISING ARE AN EXCEPI'lON TO 

'IHIS POLICY AND ARE EXPRESSLY LIMITED BY STATUTORY DESIGN. 11 

Was it your understanding that basically waivers were of an 

extraordinary nature and were to be only implemented on a limited 

basis? 

MR. JOSEPHSON! · That statE!Ilent in there called· "Policy" 

really reflects what the statute says. Without attempting to put any 

judgment on a limited basis, the statute says what . the statute says -­

that if .it isn't done by advertise procurement, a waiver of advertise· 

procurement is required by law, and it is pennitted under a certain 

situation set forth in the statute, with the approval of the Attorney· 
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General to determine whether it, in fact, _ meets the letter of . that 

standard.-

ASSEMBLYMAN FOYt So, the ultimate determ~nant is the 

Attorney General' s opinion as to Whether or not the._ specific waiver 

request is justified pursuant to the statute.-- lsn' t -that correct? 

MR. JOSEPHSONe No, that is not quite correct. !he Attorney 

General's role, as I recall, is to determine whether the facts on the 

paper especially meet the standards set forth in the statute. 

ASSEMBLYMAN_ FOY t Well, -then who makes the determination that 

a waiver should be granted? 

HR. JOSEPHSON, After the Attorney Generals signs, attesting 

that it is according to form and legality ,:._ that is the limit of that 

determination -- the decision is by the State Treasurer. 

ASSEMBLYMAN FOYt All right. ])) you know whether the State 

Treasurer consults with anyone else in the Administration, or makes .. it 

on his own? 

MR. JOSEPHSON;- Of coursep I can only ·speak for the State 

-Treasurers that I worked for., 

ASSEMBL~ FOY' How about the ones you worked for? 

MR. JOSEPHSONe -It varied on their need to know. Some asked 

. questions; some sent it back; some wouldn' t approve. SOmetimes they 

signed them, apparently satisfied with the level of jUstification. It 

varied from case to case~ 

ASSEMBLYMAN FOYt How long did you serve in the_ Division of 

Purchase and Property? 

MR. JOSEPHSONt From July, 1975 l.Ultil May 30th -- I think --

of 1983. 

ASSEMBLYMAN _FOY e \buld you characterize the requests for 

waivers as being a 'frequent occurrence during that time? 

MR. JOSEPHSON' 1 wOuldn't put a value judgment on it. I can 

only deal wi~h the StC!~istics. They generally ranged in those years, a 

fairly regt1.lar-- A thousand to 1200 a year, and a number of them, I 

:think, were presumed t_o have been eliminated by statutory change under. 

the bid ceiling. 

ASSEMBLYMAN FOYe All right. Did you frequently get requests 

. for waivers for contracts in excess of S6 million? 
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MR. JOSEPHSONe I don' t know what you would mean by 

frequently. · '!here is--

ASSEMBLYMAN FOYt Well; how often then? 

MR. JOSEPHSON' Occasionally, including some as high as $50 

million, if you include utilities. 

ASSEMBLYMAN FOYt Can you remember or name any· specific ones? 

MR •. JOSEPHSONt No. 

ASSEMBLYMAN FOY t All right. Nlinber four--

HR. JOSEPHSoN• Well, as I mentiooed, it nms anywhere from 

Prudential and Blue Cross for the Medicare Program, to Bell Telephone, , 

if you want to put that in. Some of the waivers are called blanket 

waivers for a multitude of vendors, but the overall amotmt. is large. 

So, there are a number of ways to look at th~ numbers. I don't 

remember any specific--

ASSEMBLYHAN FOY t Did you differentiate at all between 

service contracts and consulting contracts? 

~m. JOSEPHSONt Did I differentiate? 

ASSEMBLYMAN FOY• Did your Division? You personally, I am 

not interested in. 

MR. JOSEPHSON' CA1ly-- There was a procedural-- The term of 

consultants had some meaning within the Treasury procedures because 

there had been -- at least when I was there -- an approval by Budget 

and Accbutlting when someone was to hire a consultant. An approval was, 

I think, to the question of whether the funds were available and 

whether the service could be performed in-house. 

ASSEMBLYMAN FOYt And, that was a key question as far as 

consulting services, whether or not the job could be done by an 

existing State agency? 

MR. JOSEPHSONt That was an issue that Budget and Accotmting 

was required to evaluate before we could begin a procurement. 

ASSEMBLYMAN FOY t Okay. Number four under "Policy," it says, 

''Informal competitive bidding among. multiple suppliers is encouraged 

~or all purchases' even if a waiver of fonnal advertising is granted 0" 

Yk>uld that apply also to consulting contrac.ts? 

MR. JOSEPHSONo Yes, if the time was available. 
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ASSEMBLYMAN FOYe There was no distiriction. I· mean, 
suppliers seems to int_imate just goods as opposed to services. lbis 

memo, in effect, appli~ to all contracts. Isn't that correct? It 

wasn't limited just to the purchase of goods. 

·MR. JOSEPH3<l~t I believe that was the intent there, although 

the term "s\.tppliers" is probably somewhat ambiguous. 

ASSFM8tYMAN FOY, But,. effective March l, 1981, the policy of 
. . . 

the State of New Jersey, through the Department of ,the 'l'reastiiY, 
. . . . 

Division of Purchase and Property Purchase Bureau, was. to encourage, 

even where · waivers were granted for the advertising requirement, 

infonnal competitive bidding from the people· on your list basically. 

Isn't that correct? 

MR. JOSEPHSONt Well,_ that was_ the policy long before 1981. 

It wa$ just an attempt to codify the policies and put people on notice 

and restate it and reinforce it. '!bat had been the policy for as long 

as I was there. 

ASSEMBLYMAN FOYt Now, was there a. requirement that someone 

who received a -bid waiver for design work, that they would not be 

permitted to bid on their own specifications? 

·MR. JOSEPHSONs No~ When you say design work, what did you 

have in mind? 

ASSEMBLYMAN FOY' Well, for example, let' s take the Price 

Waterhouse contract. The initial bid waiver that they got dealt with 

their·, in a sense, design of a concept or a system. Subsequent 

thereto; they, in a sense, received the contract to implement their own 

design •. Wasn't there some sort of exclusivity provision set forth by 

your Division regarding that?-

. ·. .. MR. JOSE.P$0N~ Well, let me digress a bit. You may not be 

aware of a letter that I sent to the Chairman Bocchini. And, I think 

to put this in_ a context for--

ASSF}mLYMAN BOCCHINI t He is aware of it. 

Mk. JOSEPHSONe You are aware of it. All right. 

ASSrl1BLYMAN BOCCHINI' 

copy of that letter, I believe. 

Each member of the Conrni ttee has a 
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MR. JOSEPHSON, So, I think it should be clear on the record 

that I am not going to discuss anything directly or j.J1directly in 

connection wlth this contract, Which is a matter which may be 

litigated. As an officer of the Judiciary, I carmot comnent on matters 

·pending litigation. 

In addition, I can only comnents on matters involving this 

subject contract that I was involved with when I was in a position of 

accountability, and that was one contract in late 1981 , ~ich I would 

be glad to discuss with you as near as I can reeollect. 

ASSFNBLYMAN FOYe I'm going to show you a policy--

MR. JOSEPHSONe So, now,· do you want to restate your 

question? 

ASSEMBLYMAN FOYt I'm going to withdraw that question, and I 

am going to pose a new question to you that will not deal with the 

Price Waterhouse situation, but rather will deal with what the policy 

was in effect at the time you were there for all contracts. 

MR. JOSEPHSONt Fine, good. 

ASSEMBL'Yt-W~ FOYe Let me show you the memo. It is dated 

April 24, 1985; and it is from Director Rosenberg. It is dealing with 

the same subject, ''Waiver of Advertising Procedures." let me direct 

your attention to Page 2, the seventh full paragraph. · It says, 

"Consulting finns will be required to accept an exclusivity clause 

which will void their right to · bid on the actual design and 

implementation contract." 

Ib you recall whether or not that policy was ever put into 

effect While you were in the capacity of either Special Assistant or 

Acting Director of the Division of Purchase and Property back in 

from 1975 until when you left? 

MR. JOSEPHSONe No, we had no restrictions of that type. 

ASSEMBLYMAN FOYe You didn't have an exclusivity clause that 

said that the person who designed it couldn't ultimately implement it 

also? 

MR. JOSEPHSONe .No. 

ASSEMBLYMAN FOY' Ckay. I don't have any further questions? 

ASSEMBLYMAN BOCCHINI e Gentlemen? /my questions? 

ASSEl-lliLYMAN SCHUBERt No questions. 

11 



ASSEMBLYMAN PEI.LYt I have. just one. or two questions, Mr~ 

Josephson. Following up what Mr. Foy had .to say about the exclusivity. 

clause, to your knowledge, was that issue ever addressed or disCl.lSsed 

during your tenure? 

MR. JOSEPHSON t Not in that context:. lbe- questi()Il ·of 

implementing someone else's design is not a real world contract 

situation that I can recall coming up. lbe issue was that after 

someone di~ a feasibility study or a needs snalysis _;;.. a master plan -­

could they then proceed to do a design and implementation or other 

activities? I think at that stage of the procurenent, there was 

never-- At that stage of the procw:-ement, that issue didn't come up. 

ASSEMBLYMAN PEILYt I didn't· quite mderstand what you said 

with respect to going from the very beginning, ·the development_ of a 

master plan. 

MR. JOSEPHSON 1 Usually you would find. in doing what some 

would calL a master plan -- it. is not a very scientific term--

ASSEMBLYMM~ PEI..LY e I understand those phases--

MR. JOSEPHSON' Or a needs analysis or a feasibility study. 

That was usually the first phase of any of those activities. 

ASSEMBLYMAN PEU .. Y e Ckay., At· any time-- -

MR. JOSEPHSONe · Before a design was ever done. 

ASSEMBLYMAN PEU..Y' Right. At any time, was there any 

discussion during your tenure with respect to the inappropriateness or 

the tmpropriety of one company doing a needs analysis master plan and 

then going to the implementation stage? 

MR. JOSEPHSONe Or the next stage. 

ASSEMBLYMAN PEI.l..Ye Yes. 

MR. JOSEPHSON t . <kay. 

ASSEMBLYMAN PEILY e Taking it any further. 

MR. JOSEPHSONt We looked at that fairly carefully, and 

discussed it with the Attorney General's office. We came to the 

conclusion that as long as all of the ma~erials developed in the first 

phase and possession of the vendor -- ctll of the work papers, all of 

the end products -~ were incorporated in the specifications and made 

· _available ~o all potential bidders so that they had access to the same 
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infonnation that was developed, that there was no jeopardy to the equal 

footing in a competitive situation. 

ASSEMBLYMAN PELLY1 Okay. I can understand that. What about 

going from the needs analysis master plan to a sole source_ contract? 

Was that a concern or an issue discussed during your tenure? 

MR. JOSEPHSON 1 Cb, yes. 

ASSEMBL~ PELLY 1 You had taken me through the process of a 

multiple contract put out of competitive bidding. Now I am asking you 

the question with respect to sole source. 

MR. JOSEPHSON• Yes, that was a very complex issue. In the 

earlier days, we t~ied it both ways. What we had fOl.md in one 

particular instance was that after someone had done extensive work and 

developed a great deal of knowledge about one· of these projects, we 

weren't going to get any competition from other consultants when we did 

put out the bid. In fact, in a number of instances, the only one who 

bid was the one who had the work because there is a tranendous 

advantage in the learning curve that that company acquires by having 

had all of that access to the records and interviews with anployees. 

Even though the information is put down in a fonn that other people can 

read, it is quite one thing to be able to read that cold and quite · 

another thing to be able to assemble staff_to internalize it and be in 

a position to work in the same time cycle as the initial vendor. 

In addition to that, it costs a great deal of money to enter 

into one of those competitions. What we found by interview with a 

number of the vendors who we thought we might have been interested in 

bidding is, they weren't going to spend $25,000, $30,000 or $40,000 to 

go through a bid process that they thought was non-prodUctive. 

As a result of that, we went to a process of having some form. 

of initial competition, a key phase of procuranent, and then if that 

vendor performed satisfactorily in that phase, we proceeded, through a 

sole source procuranent, to future phases. That was done. several 

times.· 

ASSEMBLYMAN PEU..Yt IX> you recall any instances during your 

tenure of actual experiences where you had the opportunity to have one 

person do a needs assessment master plan and then go out to bid on the 
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implenentation of that to find that there were no bidders? You've 

actually gone through that process, haven't you?-

MR. JOSEPHSON, '!here was one in particular. lt involved the 

-Depart:lllent of the Treasury's ,automated- accOunting syst~. - '!here were 

actually two bidders then. 

ASS~LYMAN 'PEU..Ye There were two- bidde:rs? 

MR. JOSEPHSON t - Two bidders out of t~e Bid 8. · 

ASSEMBLYMAN PEU..Y t And, that led you to believe- -That led 

you to the inescapable concl\lSion -that_ there· -was no need-- _ That 

b~ddi.ng would be an act of frustration and did not produce enough~-

MR. JOSEPHSON• Well, that wasn't the only one. '!here were 

several others. 

Also, the other factor that I think entered into that policy 

decision was the simple factor of time. Usually these canputer 

contracts tended to be on a fast track. When you are talking aoout a 
-formal competitive process, you are talking about a intervening period 

of four or five months. 

ASSEMBLYMAN PEILYt I'm somewhat confused over- the fact of 

your having taken that position, and that position being the ,prevailing 

position during your tenure, and then according to the memorandum of 

April 24 of 1985 ~- and, 1 am not asking you to justify that ....... 

suddenly some things happened whereby the procedures are abruptly 

changed-. 

MR.. JOSEPHSON, I ca:n' t speak to those procedures, Senator. 

ASSElffiLYMAN PELLYt Of course. I recognize that. Okay, 

MR. JOSEPHSON! Oh, yes. There is a whole chain -of 

reccmnendations and approvals. 
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ASSEMBLYMAN BOCCHINI e As a policy, did you approve · bid 

waivers, especially without competition involved? 

MR. JOSEPHSONe What is that again, sir? 

ASSEMBLYMAN BOCCHINit As a policy, did your Division approve 

. bid waivers without competition being involved? 

MR o JOSEPHSON' ·It depended upon the grotmds for· the waiver. 

Obviously, in sole source waivers,. there was no canpetitiono In cases 

. o~ public exigency, .there may not even be tiine for informal 

canpeti tion. It depends on the--

ASSEMBLYMAN BOCCHINI 1 Let 1 s take a--

MR. JOSEPHSONt (continuing) --grotmds for the waiver. 

Where competition was practical, available, and there ·was time for it,· 

we sought ·it • 

. ASSEMBLyt1AN BOCCHINI ' Let 1 s take as an example the Price 

· Waterhouse bid waiver o 

MR. JOSEPHSON' The one I am familiar with and was 

responsible for? 

ASSEMBLYMAN BOCCHINI t · Well, even the one you are not 

familiar with. Any examples similar to that. The one you say you are 

not familiar with-- I think everybody in the world is. familiar with it 

at this point that lives in New Jersey. 

MR. JOSEPHSON e Well, familiar in the sense that I am not 

responsible for it, and I only can evaluate documents that I am paid to 

evaluate, and where it is my responsibility tmderthe law to evaluate, 

not by what newspapers say. about them. 

ASSEMBL'Yt-1AN BOCCHINI • How about contracts not necessarily 

the same, but similar to the Price Waterhouse sole source contract? 

Were there any others during your tenure that you can think of that 

were approved that would have been sole source that had sufficient 

amount of time to allow for competitive bidding? 

MR. JOSEPHSON 1 Well, let me add to the first part of. your 

question first. The Price Waterhouse contract that I was familiar with 

and responsible for, there was infonnal competition. As far as were 

there others without formal competition, I think I need a little more 

focus on questions like that. There may have been small ones in the 
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whole general area called computers where there wasn't, and there may 

have been a reason for it. 

Basically, the approach to major projects of this typ_e was in 

the phased system that 1 described to yau. 
ASSEMBLYMAN BOCCHINI 1 Did · you ever approve a sole source 

contract for $6 million to your lmowledge? 

bills--

MR. JOSEPHSrnt· In what kind of area? 

ASSEMBLYMAN BOCCHINI e In any area. 

MR. JOSEPHSONt As I mentioned before, telephones, electric 

ASSEMBLYMAN BOCCHINl1 In z:-elation to consulting--

MR. JOSEPHSON• And, also I think you should understand that 

in the interest of eli.Iilinating all of this paper, we tended to shift 

the procedure in this fashion t When I got there, there was a I belief 

that you could only have a waiver covering a fiscal year, a single 

fiscal year, so if you had a million-dollar contract in March, you 

~ld have a waiver for $200,000. Then next July, you get another 

piece of paper that S(lyS you nave a waiver for $800,000, and in order 

to eliminate that, we began to get multi-year waivers to cover the 

period at least served by the Treasurer in order to just telescope this 

bureaucratic paper process. 

So, it might tend to be misleading, unless you-- lf you are 

doing comparisons about how many waivers-- There may have been~-

What I am trying to say is, there may have been a $6 million 

waiver over three years that I might have approved that I wouldn't have 

any way of recalling now. At the end of that three-year period, we 

would. have been approving .the_$6 million waiv~r. 

ASSEl1BLYMAN BOCCHINI ' Are there any further q\lestions from 

any rnembers of the Comnittee? 

ASSfl1BLYMAN SCHUBER' No. 

ASSEMBLYMAN BOCCHINI 1 That you, Mr. Josephson. The next 

witness will be New Jersey Treasurer, Mr. Michael Hom. W:>uld it be 

possible for Mr. Rosenberg also -- James Rosenberg, the Director of the 

Division of Procurement and Central Services -- to come up with you? 
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TREASURER HORNe Yes. Mr. Chairman~ I have with me, in 

addition to James Rosenberg, James Kermedy, whci is Acting Director of 

the General Services Administration and who was ·also involved in the 

waiver_ process. I think between the three of us, we ought to be able 

to anSwer all of your questions. 

ASSEMBLYr1AN BOCCHINI 1 Treasurer Horn., do you mind taking an 

oath· prior to your tes'timony? 

TREASURER HORN 1 No, not at all. 

ASSEMBLYMAN BOCCHINI e 'lhere is no need for you to stand. Ik> 

you swear and affirm that the testimony you. are about to give is true_ 

and correct to the best of your knowledge, information, and belief? 

TREASURER HORN' I do. 

ASSEl-1BL~ BOCCHINI, Thank you. As a matter of fact, why 

don't we just go right down the line. 

Mr. Rosenberg, for the record, will you give your full name 

_ and title, please? 

~ Jo I«EmSERGt James J. Rosenberg, Director of Purchase and 

Property, Deparonent of ·the Treasury. 

ASSEMBLYMAN BOCCHINI' IX> you swear and ·affirm that the 

testimony you are about to give is true and correct to the best of your 

knowledge, information, and belief? 

HR. ROSENBERG e I do. 

ASSEMBLYHAN BOCCHINI t And, sir, you are? 

JAMES B.· DHmi>Y t James B. Kennedy, Administrator, General Service 

Administration. 

ASSEMBLYMAN BOCCHINI t IX> you swear and affirm that the 

testimony you are about to give is true and correct to the best of your 

knowledge, infonnation, and belief? 

MR. KENNEDY t I do. 

ASSEMBLYMAN BOCCHINI' I:b you want to start? 

ASSEMBLYMAN FOY t Yes. Let me--

TRFA.C)URER HORN! Mr. Chainnan, I was told that 1 YX>uld be 

given the opportunity to make an opening statement. Wbuld this be the 

appropriate time for that opening statement? 

ASS'El1BLYHAN BOCCHINI ' I think we would love to hear your 

opening statement. 
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TREASURER 'HORNt Thank you. Mr. Chainnan and--

. ASSEMBLYMAN OOCCHINI 1 Do you have copies of that available? . 

TREASURER HORNe Yes. 

. ASSEMBLYMAN BOCCHINI 1 Could they be. circulated to ·the . 

Comnittee members, please? (Treasurer Hom complies) 

TREASURER HORNe·. Mr. Chairman and members of the·Comnitt;ee, I 

am here today, as requested by you last week, to give the Conmi ttee . an 
overview of the procedUres and policies· followed when authorizing a bid 

waiver. 'lhe Comilittee must understand that Treasury's policy is that 

all products · and services are to be obtained through . the process of 

formal advertised bidding. 

Waivers of advertising are an exception to that policy and 

are liinited to the following statutory exceptionse 

1) N.J.S.A.S2e34-9(A), services to be perfo~ed are of .a 

technical and professional nature 

2) 9 (B) , the purchase of perishable foods or subsistence 

supplies; 

3) 9(G), the lease of such office space, office machinery, 
. ' 

specialized equipnent, buildings, . or·. real proper~ as may be required 

for the conduct of the State's business; 

4) · 9(D), the acquisition of any real property ·by gift, 

grant, purchase, or any other lawful manner in the name of and for the 

. use of the State for the purpose of the .administration of the State's 

business in accordance with the appropriations made . therefor when 

moneys are required for the acquisition; 

-s) . ·9 (E), supplies or services, for which the prices after 

advertised bidding are not reasonable or have not been independently 

arrived at in open cOJDpetition; 

6) 10(A), the purchase is to be made from, or the contract 

to be made with,· the Federal or any State government or any agency or 

political subdivision thereof; 

7) 10(B), the public exigency requires the immediate 

delivery of the articles or performance of the service; 

8) 10(C), only one source of supply is available; 

9) . 1 O(D) ; more favorable tenns can be obtained from a 

primary source of supply; 
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10) 10(E), articles of wearing apparel wnich are styled or 

seasonal in character; 

11) 10(F), comnodities traded on a national coomodity 

exchange are to be purchased and fluctuations of. the market require 

imnediate action; 

12) 10(G), the equipnent to be purchased is of a teclmical 

nature and the procurenent thereof without advertising is necessary in 

· · order to assure standardization of equip:nent and interchangeability of 

_parts in the public interest. 

This list, !.might add, appears on the back of each page of 

the Request for Waiver of Advertising document. I believe that is the 

doctinent Mr. Josephson referred to in his testimony. 

· It is essential for the Comnittee to understand that when a 

waiver . of advertising procedures is approved ·in most instances, 

canpetitive bidding is sought. No products or services are to be 

procured by agencies without fonnal advertised bidding conducted by the 

Purchase Bureau unless (1), prior written or verbal authorization to 

waiver of advertising is obtained from the Purchase Bureau, or (2), the 

agency procurement is performed ' in accordance with the current 

procedures providing for the delegated direct purchase, special 

procuranent, or tenn contract purchasing. 

The procedure to be followed by the user agency is to first 

contact .th~ Purchase Bureau by suanitting a complete waiver 

application. This should be accompanied by a brief explanation_of.the 

waiver request by providing the Purchase Bureau with a . clear and 

concise sUlllfiary of the nature and the purpose of the waiver. The 

synopsis should include a statement of the. scope of the service to be 

performed or the nature of the product to be obtained and what the 

agency wishes to accomplish. 

At this point, agencies are required to seek as much 

competition as i~ reasonable and practical under the cireumstanc~s of 

each waiver of advertising requested. The information should include 

(1) the number of finns contacted, (2) the method used in choosing the 

firms contacted, for example, the industry data, previous experience, 

etc., (3) the nunber of proposals received, including prices, and (4) 
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the reasons for · selecting the recoomended vendor. If a required 

product or service is available friJIIl only· Qne source of supply- this 

should be fully documented. 

'lhe . request for . the waiver and · the acconpanying data is 

reviewed by the Supervisor of the Purcha$e Bureau, the Director ·of 

Purchase and PrOperty, the Attorney General's office as to forin, and IllY 

office as Treasurer. · Statutorily, the · Treasurer . may designate · his 

approval to an appropriate designee., Presently, GSA Administrator Jim 

Kermedy has this responsibility. It is my feelin~ .that this process 

should be ·designated to someone with . the expertise and time to 

thoroughly review each request for waiver of advertising. 

~st of the statutory exceptions which allow for a waiver of 

advertising are clear and specific. Public exigency is perhaps the one 

whose definition is least clearly stated. Because of this, we have 

adopted policy guidelines for ·pu~lic exigency. Only when the following 

conditions prevail and are thoroughly doctJDented by the using agency 

are bid waiver applications accepted. 

The conditions aret (1) competition is not practical or 

cannot. be obtained; (2) a potential health or safety hazards exists. · 

This guideline was .used recently when a roof was severely damaged at 

. Trenton State Prison by Hurricane Gloria. Obviou8ly, there was not 

time to develop art RFP to advertise and to go out for bid; (3) a 

critical agency mandate statutory or operational requirement must be 

fulfilled; and, (4) competitive specifications, placing all bidders on 

an equal. footing, cannot be developed because sufficient lead time to 

develop bid specifications is not available. /my agency th~t wishes to 

apply for a bid waiver \lllder these . circunstances must justify . the 

request with pertinent detail and · focus the justification on the 

consequences of non-delivery of the item of services within the time 

frame specified ·by the· using agency. 

As you knaw, there i~ full monthly public disclosure. All 

approvals of bid waivers are published in a monthly report which is 

available to the Legislature, the press, and the general public. Once 

the waiv~r is approved, the using agency has the responsibility of 

monitoring the work. 
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When I became Treasurer a year and a half ago, I saw that 

there were weaknesses in the existing system and sought to tighten up 

the procedures. For example, it is now the adopted policy that no bid 

waiver- request may be sulxnitted by anyone otl..er dlan a Cabinet member 

or a Division Director. My feeling on this is that if the issue is 

i.niportant enough to seek a bid waiver, it is important enOugh to have 

the head of the deparonerit or division's knowledge and approval. Any 

such request that is subnitted to Purchase and Property, having not 

been signed off by the Cabinet member or the Director, is imnediately 

returned. 

My policy and that of GSA, which has been made clear to all 

the using ·agencies, · is that all procurements are to be accanplished 

· through the canpetitive bid· system, and waivers must always be 

considered the exception and not the rule in agency acquisitions. 

F\Jrther, even if an advertising bid waiver is approved, canpetitive 

bidding is still sought. 

I hope the foregoing will provide you with an overview of the 

statutorily authorized waiver process. When I became State Treasurer, 

I was keenly aware that it . was ·my responsibility to see that the 

process is carried out in accordance with the statutory standards.. We 

have done so. 

With me this morning is GSA Administrator James Kermedy and 
I 

Director of the Purchase Division, James Rosenberg. 

Before we submit to any questions you may have, I would like 

to finally review the process in detail with a somewhat typical waiver 

which was submitted the Office of Legislative Services. As I had 

indicated--

ASSEMBLYMAN BOCCHINI t Mr. Horn, we appreciate what. you are 

going to do. I would request that-- I noticed you said "detailed." I 

enjoy detail, but I hope it can also be as expeditiously as possible. 

ASSEMBLYMAN FOYt Let me ask a question. Since the focus of 

this hearing is on the Price Waterhouse ~ituation, could we have the 

Treasurer take the actual Price Waterho~e thing and go through ·that 

process? I think that would be a lot more fruitful from my perspective 

and for the public's perspective than going over OLS. That is not in 
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question, and while I appreciate paradigms and examples, I'd _like. the· 

real McCoy. -

Our questions are going to be directed towards what happened 

with Price WaterhouSe, and it would seem to me to make a lot more sense 

in ternis of cOnserving our limited time and getting to the facts of the 

situation if you did precisely what you propose to do within an_ example 

with the real thing. 

TRFASURER HORN• Assenblyman, · my invitation fl:'an this 

Comnittee indicated that I would have the opportUnity to make an 
opening statement. I'd like to have the permission of the Chair to 

complete my opening. statement • 

. ASSEMBLYMAN FDYe Well, I thought that was your statement. 

-TREASURER HORNe No, my statenent includes .. taking the 

Conlnittee ·thrOUgh the chairs on a typical bid wa.iver. · Now, you may not 

want to hear a revi~w of a bid waiver prepared by the Office of 

Legislative Services, but it is my prerogative--

ASSEMBLYMAN BOCCHINie I believe thts bid waiver-~ 

TREASURER HORN a (continuing) _ --as Treasurer to include in 

my opening statement a tyPical bid waiver process. 

ASSEMBLYMAN FOYt I don' t want you to eat up our time, Mr. 

Treasurer. Our time is valuable, as is yours. 

TREASURER HORNe We 11, I'm _ very busy too, and I took some 

time to be . here with you today .. 

ASSEMBLYMAN FOYt I understand. Price Waterhouse is What is 

under investigation, not the Office of Legislative Services.· 

TREASURER HORN i The form which Mr. Josephson indicated-­

ASSEMBLYMAN FOYt Now, are you attempting to stonewall the 

hearing, Mr. Treasurer? 

ASS:a1BLYMAN ·sCHUBERt Mr. Chairman--

TREASURER HORNe Mr. Chainnan, I'm not going to listen to a 

~bit politician. 

ASSEMBLYMAN . BOCCHINI • Gentlemen, gentlemen, Mr. Horn-, Mr. 

Hom? 

ASSEMBLYMAN FDY t Well, two bits, four bits, six bits, a 

dollar, all for this· AdministratiOn stand-. up and holler. Now, we are 
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here to get to the· facts, not to have you give us a lot of nonsense 

about OLS. 

ASSEMBLYMAN BOCCHINI' Assemblyman Foy, . Assemblyman Foy? 

TREASURER HO~' Mr. Chairman, I' 11 testify here if I'm 

·treated the way I treat the members of the Conmittee. 

ASStMBLYMAN BOCCHINI' Assemblyman Foy, ·Treasurer ·Horn, 

gentlenen, I understand. 1 believe the description you were going to 

provide us at this point, Mr. Hom, would be through the-~ Is that the 

Wang contract with the computerization? 

TREASURER HORN • It is the first two parts of the Wang 

contract. 

ASSEMBLYMAN BOCCHINI t All right. . Could I ask you, do you 

anticipate how long it is going to take you to ·go through that? 

TREASURER HORN t Thirty seconds. 

ASSEMBLYMAN BOCCHINI I Please do so. I think we could save 

some time, and I think in relation to that also, Assemblyman Foy, I 

\VOuld hope that you would take the time to go back and ask some 

questions in relation to how that process \VOrked with Price Waterhouse. 

ASSEMBLYMM~ FOY' Always delighted to hear our Treasurer. · 

TREASURER HORNt My reason for selecting the OLS request for 

the Wang contract was, it had some very good analogies to the Price 

.Waterhouse contract. ·Just as the Price Waterhouse contract started off 

with a request under the previous Administration for a study to be made 

in connection with ultimate implementation, so did the OLS request, 

signed on June 27th of 1985, to provide the Legislature with a systems 

plarming study. All it was was a systems plarming study. 

ASSEMBL'Yt-~ BOCCHINI e Excuse me, Mr. Horn, could you bring 

your mike a little closer? That is the one you need for the · 

transcription? (speaking to hearing reporter) All right. 

C<:M1ISSIONER HORNe As I indicated, my reason for providing 

the OLS as a sample bid waiver is to provide the analogies between the 

OLS request for bid waiver and the Department of M:>tor Vehicles • 

request for a waiver irt connection with Price Waterhouse. 

Q.les tion 1 0 under the form which was designed by Mr. · 

Josephson, does indicate, "Give q brief explanation of the waiver." 
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. . . 

·Just like the init-ial request for a waiver, Price Waterh()~e., came with 

a plarming study_t · · "'Ibis . is to request ,a systE!ID$ pla.nribig study which 

will project. its· current· .c;md future needs relative to word and data 

processing." . 

The important: thing to point out about this is that it mtiSt 

be signed -- as I indicated ·earlier ~- by the head of the Division~ In 
this case·· it happened .. to· be Mr. Porroni. · Also, in o:rder for a· bid.· 

waiver to be accepted, it. JDUSt have· .come from the Atto~ey General's · 

office - .. which signs as to form ...... it must go to the Purchase Bureau's 

Supervisor to accept it, up to the Director of the Division of ~chase 
and Property, and; finally, on behalf of the State Treasurer. !his 

·particular form was f:l.nally .approved by the State Treasurer'. _s office in 

<ktober of 1984. 

Subsequent to that time -- as. often happens. l.n consulting 

contracts -- ·• the Of£ice of Legislative Services again :r;ecopJDended 

· Coopers & Lybrand to continue the study. And in Question 1 0, which I 

mentioned earlier, t t says to expand waiver C246 for the completion. ·of 

a detailed RFP for the· new legislative ~rd and _data. processing syste:n,. 

submitted in Nove:nber of '.84 and signed in January of 1985 •. '!hank yo~ •.. 

Mr. Chairman. 

ASSEMBLYMAN BOCCHINI • Mr. Foy? 

ASSEMBLYHAN FOY! Yes • I have some questions , Mr.· T:r::easurer, 

. Which .deal specifically with. the Price Waterhouse contract •. ·· 

First, with ·respect to the statutory provision fbr waiver, do 

.youha:ppen to. have a copy of the request for waiver of advertising for 

the Price Waterhouse contract? 

CCM11SSIONER HORN, I don't. have that in front. qf. me, . 

AS.semblyman. 

ASSEMBLYMAN FOY' Ik> you know ~pecifically. what s~tu.tory 

sectipn was cited .... ..,. what s~tions.were cited :..._ as to why there should 

be a waiver· of .. advertising in. this particular. instance? 

.. <n+iiSSIONER HORN' My review of the material which has been 

sulmlf tt:ed . to thi~ . Com:ni ttee -- .· that . part ·of it Which I. have would 

have indicated exigency w::>uld have certainly been·one of them. 

ASSEMBLYl'1AN FOY f· What if I told you in £:act that'!"'-
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ASSEMBLYMAN MARriN' Mr o Foy, before we go-- Cbuld we just 

get a background as to what this particular witness was doing at that 

time? He said he . was Treasurer for a year and one-half. I think we 

should at least have him explain what familiarity, if ;my, he has with 

Price Waterhouse, just so we can set the stage if you don'·t mind -- a 

little background, I \tmlld hope. 

ASSEMBLYMAN FOY • No. Treasurer, feel free to tell us o 

CXM1ISSIONER HORN! I guess ~t I would like to indicate to 

the Board. is that I was not State Treasurer at the time .the . Price 

Waterhouse approvals were given. I was the Banking Comnissioner of the 

State. What I tell you -- if I can be of any help to you whatsoever; 

and I would like to be a help to you -- is solely based on my review of 

that portion of it which I reviewed, but at the time I was Comnissioner 

of Banking. 

ASSF11BLYMAN MARTIN, All right. Just::So I ani clear with the 

questions--

ASSEMBLYMAN FOYt Let me just, so we can clear it up for 

everybody--· How about your subordinates here? Were they also-- Did 

they come on board afterwards? Was anybody arotmd during the critical 

time? 

MR. KENNEDY, I am not sure what the critical time was, but I 

. do not believe I was with the Sta:te during that year. 

ASSEMBLYMAN MARTINe We are talking about the SUiliiler of 1983. 

MR. KENNEDYt I was not an employee of the State during that 

period of time. 

ASSEMBLYMAN FOY • How about Mr. Rosenberg? 

MR. ROSENBERG• Neither was I. 

ASSEMBLYMAN MARTIN, So, the infonnation -you are going ·to 

give to the questions which I believe-- Mr. Foy has indicated he is 

going to . speak specifically about the Price Waterhouse contract, or 

just based upon procedure and review of documents you have in your 

office. Is that correct? 

CCM1ISSIONER HORN t That's right. We have no personal 

knowledge of anything having to do with those contracts. 

ASSEMBLYMAN FOYt You weren't involved in the review process 

for the Price Waterhouse contract? 
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CCM11SS lONER HORN t . Not- None. Not whatsoeve;r. 

ASSEMBLYMAN FOY e Who was Treasurer at the time. I don' t 

even remember. 

· mtUSSIONER HORN"e Ken Biederman was the Treasurer. 

ASSa1BLYMAN FOY t He is gone to greener pastures. Who was 

_head of Purchase and Property? BecaUse we are going to have to de\Telop 

an additional witness list. 

<nMISSIONER HORNt I think it was Dick I<ae!;npfer. He -is no 

longer with State government. 

ASSEMBLYMAN FOY e Cl<ay. And, GSA wasn't in existence at that 

time was it? 

<nMISSIONER HORNt No.· Correct. 

ASSEMBLYMAN FOY' So, it was just the l'reasury, and then 

Purchase and Property? 

COM1ISS lONER HORN~ Right. 

ASSEMBLYMAN FOY a · All right.. Realistically, I don't want to 

question you all about. Price Waterhouse if you didn't have direct 

involvement. What I would question you about and redirect the focus of 

the inquiry to, is the current policy, because one of the missions- of 

this Com:ni ttee -- at least I assurne -- is to look at the overall 

process and determine whether legislatively we are going to have to 

move in a direction that will either tighten it up or assist the 

Administration in· revising the gUidelines through some statutory 

procedures. 

I have in front of me -- ·and I assume you have them -- manos · · 

dated December 3, 1984 and April 24, 1985, ·both under the signature of 

Mr. Rosenberg • 

mt1ISSIONER HORN' Yes, we have those before us as well. 

ASSEMBL~ FOYe Let rne a~k sane questions about them, 

starting with the December 3, 1984 memo. It is to all Cabinet members 

·and Directors of Administration. It is ·regarding requests for waiver 

of advertising. ''We have revised procurement circular number 25, 

request · for waiver of advertising, effective March 1, 1981, which · 

reflects a serious concern· in the area of confinning unauthorized 

waiver requests.'' Now that is the one Mr. Josephson testified-- That 

was generated back in February and in effect March of '81 0 
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Let me ask you this question, right after that first 

paragraph. You issued this memo and revised the old one because of a 

serious ·concern in the area of confirming unauthorized waiver 

reqt..est..:;. 'Wnat was happening, Mr. Rosenberg? Why was it necessary to 

do this t'evision and to set for this memo? What generated the concern? 

MR. ROSENBERG• · Caning from a local government agency, and 

there are also contracts awarded without canpetitive bidding -- or 

advertised competitive bidding -- I was a little alarmed at the volume 

that 1 got, and the reasoning-- I felt more of it could go through the 

notmal competitive bid process. 

ASSEMBLYMAN FOYt Did you have expressions of concern from 

members of your staff, or was it from the Deparnnent heads themselves? 

MR. ROSENBERGt Yes, both. 

ASSEMBLYMAN FOYr Both. All right.- Then it says, "The 

policy of the General Services Administration is to avoid waivers of 

advertised bidding whenever possible." When did the GSA come into 

effect? 

MR. KENNEDYt Effectively in August of that year. 

ASSEMBLYMAN FOY e In August of '84? 

MR. KENNEDYe Correct. 

ASSEMBLYMAN FOY e Okay. · All procurements-- And, it is now a 

Purchase and Property Bureau within GSA? 

MR. KENNEDY• It is presently a Division within the General 

Services Administration. 

ASSEMBLYMAN FOYt A Division within the GSA, okay. "All 

procurements are to be accomplished through the competitive bid sy~tern 

and waivers should be the exception not the rule in agency 

acquisitions." So, the policy that- you are reiterating is a fact that 

these_ are unusual situations and ought not to be considered as a 

frequent way to circtlllVent the bidding process, is that correct? 

MR. ROSENBERG• That's· correct. 

ASSEMBLYMAN FOY, "I strongly suggest better planning from 

our using agencies. A large number of waiver· requests involve 

emergency conditions resulting from poor plarming." Let me ask you 

this e There are a number of sections set forth in the statute; and the 
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Treasurer mentioned the ex~gency provision; I think that is .10(b). Is 

that the most frequent one ~t is cited in your request. for Wciiver of 

advertisings? Have yvu ever done a survey to determine what it is that 

these various divisioP beans or de?artment heads set forth as to the~r 

principal basis for requesting the bid . waiver, the waiver of 

advertising? 

MR. ROSENBERG~ That is not the most frequently one used. 

'Ibe one that was used most frequently was the ones ·that were under 

$7,500. 

ASSEMBLYMAN FOY, Ckay. Have you had occasion to review the 

paperwork in the Price Waterhouse situation, the $6.5 million bid 

waiver? 

MR. ROSENBERG! No, I have not. 

ASSFMBLYMAN FOY t Have you, Mr. Kermedy? 

MR. KENNEDY s No , I have not. 

ASSEMBLYMAN FOYe How about you, Mr. Treasurer? 

CXM1ISSIONER HORN~ No. All I have reviewed is what's been 

subni tted to you by Ibn Bianco, but I haven' t reviewed the Price 

Waterhouse situation at all. 

ASSEMBLYMAN FOYt All right. Well, for the record the Price 

Waterhouse situation was a 9(a) and 10(b) requestt . 9(A) being service 

distribution form of a technical and professional nature, and lO(b) for 

more favorable terms that can be obtained from ·a primary source of 

supply. That derives from a memo that Mr. Snedeker sent over, 

specifically outlining those two provisions. We've gone through that 

with Mr. Kline earlier .. 

Neither one of those is the exigency basis, and perhaps it· 

was oversight _on ·their· part.. I can't accormt for it. 'Ihat is a 

question for other people. But,· the documentation reflects that they 

did not seek the public ex:igency . requirement. Your ·indication was · 

that's not the largest one; it is the under $7,500 exception? 

MR. ROSE:1BERG: At that time .. 

ASSFMBL~ FOYe At the time, okay ... 

Then you go on to say, ''Given sufficient lead time, the 

Purchase Bureau could prepare specifications and obtain the required 
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products and services through the cc;xnpetitive bid processo" . IX> you 

find that consulting is the area· in which you have a great deal of 

these requests for waiver of advertising? What is your biggest area? 

Have you done any analysis of that? 

MRo KENNEDYt If the Coomittee would bear· with us, it might 

. be· helpful if we went through categories as to-.... -

ASSEMBLYMAN FOY t Yes, I would find that information useful. 

MR. KENNEDYt. The figures I am working off were provided to • 

Senator Weiss last March. '!heir final genesis is that clever chart 

that is developed in the front of me. 'ntis information was made 

available to the Legislature about six•-

.ASSEMBLYMAN FOY' What do you find clever about the chart? 

MR. KENNEDYe Because I think it is inaccurate. But as I nm 

through the figures, I can point quickly to the Committee as to why. 

In tems of bid waivers, you are really dealing with ovo 

elements. Cbe, you are dealing with the total nunber of waivers; and, 

two, you are dealing with the total cost. 

In tems of number of waivers, there has actually been a 

dramatic reduction ov~r the last four years from in Fiscal Year 1981, 

when there were 1200 bid waivers--

ASSEMBLYMAN FOYs Fewer waivers more money, ·is that what it 

is? 

MR. KENNEDY• Much fewer waivers• 1200 in Fiscal Year '81 to 

Fiscal Year '85 where there were 800. So, there has been a reduction 

of over 400 in the ntmtber of waivers over a four year period. 

ASSEMBLYMAN FOY, Didn' t we raise the threshold arotmd that 

time? 

MR. KENNEDY• Not late enough in Fiscal Year '85 for it to be 

significant in those figures. In the current Fiscal Year it will ·be 

significant -- the increase from $2500 to $7500 -- but not really 

reflected in-Fiscal Year '85~ 

In tenns of the larger dollars -- and there has been a 

dramatic increase in cost -- I assume that the Committee is not using 

constant 1981 dollars, and there is no attempt on that chart to make 

-any adjustments for inflationary costs. 
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ASSEMBLYMAN FOY, No. 'Ihe 3.2% inflation that our President 

. lays· claim to? 

· MR. KENNEDY, Also, I assume that· based on-- ; 

ASSEMBLYMAN MARI'INe I believe that :.s t·1is :,~ar, ril:)lt, Mr. 

Foy? 

ASSEMBLYMAN FOY e ·The inflation? 

ASSEMBLYMAN MARTINe '!he figure we have had that you are 

referring to. · You • Ci:t:'e l"eferririg to this year? 

ASSEMBLYMAN FOY, Yes, this year' s -inflation' s been pretty 

consistent. 

ASSEMBLYMAN MARTINt It wasn't in 1981 I don't believe.· 

ASSEMBLYMAN FOY e · No, I don't know what the inflation was in 

1981. IX> you know? . 

MR. KENNEDYe My assumption is that is real dollars, and it 

is not adjusted for 1981. 

ASSEMBLYMAN FOYe· - let me ask you a question in terms of 

making the adjustJnerits. What was the inflation in '81, '82, '83, and 

'84? That will accotmt for it. 1 mean you can do a regression factor_ 

on there. 
. . 

MR. KENNEDYt We were rurming double digit inflation in '81, 

high single in ' 82, six in '83, and about 5. 4 in ' 85, so it does make a 

difference. 

The third point -- and I think to directly answer the 

Assemblyman's __ question as to what categories _ are involved -- a 

waivering includes both sole source and competitiOn. We have increased 

from Fiscal Year '83 to Fiscal Year '84 the amotmt of competition in 

- waivers from- $7.5 million in _fiscal year_ '83 to over $30 million in 

Fiscal Year '84. · That-'s reflected in an increase on your chart, but ·in 

all fairness the increase is also a-reflection of an abnost $23 million 

-increase in the amomt of competition that we presently experience in 

waivers over that period of time. 

-If you take sole ·source contracts such --as telephone and 

electricity, which are defined by fran~hise areas, there was an 

increase-from $61 mill~on to $87 million, fully a $26 million increase 

Which is indicated on the graph in front of me. Those- costs are almost 
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all inflationary in nature, all dealing with tariffs, and very much not 

. within our control. 

In terms of transactions with other government agencies, 

quasi-government agencies, religious, ~tional, and non-p~ofit, ~~ 

increase of $17 million to $22 million; sole source, S15 million to $22 

million. In terms of public exigency, the number in 1984 was $17 

mill ion, 11 0 waivers_;·. for tectmical · services, a decrease fran ·$36 

million it) '83 to $26 million. largely, that decrease· is a reflection 

of the higher canpeti tion in the first category. 

In tenns of consultants for general and financial manager11ent, · 

a decrease fran $17 million to $15 million, again largely as a result 

of· canpetition in the first category. In tenns of equipnent and real 

·property, $24 million to $32 million, largely reflective of the fact 

that the State is leasing more property. 

And, in the last category, hospital, medical, and legal; an 

increase from $15 million to $23 million, almost an entirety of that is 

sole source -- Blue Cross,. Blue Shield, Prudential -- providing-medical 

·insurance benefits for State employees. 

Those are the kinds of ··categories. we deal with. Those are 

the dollar amounts, in S<?ffie instances, as to the number of waivers that 

are processed •. 

Basically, what you see is reduction in the total number of 

waivers, an increase in cost, which is almost reflective of higher 

inflationary costs, and costs that are passed on for sole source 

vendors. 

ASSEMBLYMAN FOYt All right. The concern I have is not so 

much with Blue Cross and Blue Shield or a telephone company where you 

have fixed costs. Everybody experiences them. You know, our focus in 

terms of this Conmi ttee is the highly tmusual nature for the award of 

the Price Waterhouse contract. fur concern is whether or not there has 

been a repeat of that kind of activity since that time in the State 

Treasurer's office. 

Now, . I really want to hone in on your statistics regarding 

consultants. Do you have that refined in tenns of the nunber of ...... not 

just sole source but the number of consulting contracts that were 

awarded as a result of the request for a waiver of advertising? 
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MR. KENNEDY• In terms of the most. current information which 

\\UU!d be for I 84, calendar year I 84, 95-- . tOtal flUDber Of WaiverS' 

total dollar amo\mt of $15 million. 

ASSEMBLYMAN FOY t 'lbere were 95 waivers in 1984 for $15 

·million? Now you don 1 t have any statistics · for the year Price 

Waterhouse received their $6. 5 million waiver, do you? 

MR. KENNEDY t Which year was that? 

ASSa-mLYMAN FOY t Was that '83? 1983. 

MR. KENNEDY t No. 

ASSEMBLYMAN FOYt You don't have that available? ~uld you 

be able to make that available to the Committee? Because if there were 

95 waivers in 1984--
MR. KENNEDY, When was· it in ' 83? Do you have the month?· 

ASSEJ1BLYMAN FOY t July. 

MR. KENNEDYe Oh, yes, I do then. '!here is a confusion 

between. converting calendar years to fiscal years. '!here was 71 

waivers in that year for a total of S17 million. 

ASSEHBLYMAN FOYe Seventy-one total waivet;'s~­

HR. KENNEDY' Seventeen million dollars o 

.ASSEMBLYMAN FOY t Seventeen million dollars, and Price 

Waterhouse's waiver reflected fully one-third of the value of all the 

waivers that were provided in 1983, is that right? 

MR. KENNEDYe Correct. 

ASSEMBLYHAN FOY' The other 70 waivers amounted to 

approximately $10.5 million, and this one waiver arnotmted to S6o5 

million? 

MR. KENNEDYt Correct. 

ASSfl1BLYMAN FOY e You weren' t there to be able to advise 

whether you would think that would be unusual? 

MR. KENNEDY, If the circumstances happened . today, I would 

not think it to be unusual o 

ASSEMBLYMAN FOY t Ckay o And the circunstances that are set 

forth in the statute require a citation to the specific area that they 

think generates or justifies the waiver, is that right? · 'llie statute 

calls for what they can get a waiver for and you examine that when it. 

comes into your office on that form, is that correct? 
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MR. KENNEDY; That's correct. 

ASSEMBLYMAN R>Ye lb you go back to the Division head or the 

Department head and say, you know, "Tell us ·why this , is a public 

exigency"? 

MR. KENNEDYt I can only speak to, obViously, the situation · 

since my. appointment,. and that is. very much the process. ·'!he Treasurer 

at the time of my appointment, the Governor's office at the time of my 

appointment, made it very clear that we should look· not in terms of­

overall prOcurement for specifically waivers in·a very critical and a 

very analytical fashion. '!hat was the genesis for Director Rosenberg's 

CIRCIA letters, both for Decenber· and April th~ follOWing. year. 

ASSEMBLYMAN FOYe In the Treasurer's statement on the second 

page -- I'm sorry, the third page, the first full paragraph -- he says, 

"At this point, .agencies are required to seek as much competition as is 

reasonable and practical mder · the circumstances of each waiver of 

advertising requested." What is the Treasurer's follow-up procedure to 

determine whether or not something is reasonable and practical in tenns 

of. the solicitation of competition? What do you do to determine 

whether a Division director is really going out and trying to ge)t some 

competition? 

MR. KENNEDYt To start with, there is the process which the 

Treasurer explained in his introductory statanent, ·which Ear 1 Josephson 

explained quite well as the previous witness. Those documents are 

examined not only by a representative of the Attorney General on· the 

Director Division level by Mr. Rosenberg, and on the Bureau level, by 

Mr. Mazzone, but -they are also reviewed by the Treasurer, and, at the 

current time, by myself on the Treasurer' s behalf. 

We do a couple of things. Ole is, there is a fair amomt of 

verbal ccmnunication between the various players and the Cabinet 

officer or his representatives. There is an exchange of 

correspondence. There is meetings if it looks like it is a crucial 

enough issue for us to push it to that point where we sit down and 

actually discuss it over a table. 

A lot depends on the dollar amount. A lot depends on· how 

well documented the original application is. 



ASSfMBLYMAN FOYt. What I am trying to focus on· is, who makes 

the final determination that the request to waive is both reasonable 

and practical under the circumstances? 

MR. KENNEDYe At the c~ent pc>int in time it has always been 

· the Treasurer's statutory . re~ponsibility. He has the ability to 

delegate it. At the present point in time that final decision is mine. 

ASSEMBLYMAN FOY 1 All right. . So that . under the 

administration now, you as ·head of the GSA examine the :request ·and· you 

make the . determination based upon your review as. to whether or not 

Qteir reqtJ.est . for· a waiver ·is reasonable and practical. \.Jflder the 

cirCliDstances? 

MR. KENNEDYt Correct. 

ASSEMBLYMAN FOYt All right.· And they set forth these 

circunstances -- they ~ing the department ·heads who are reqUesting it 

. -- in writing to you with accompanying. supporting . data, is that 

correct?. 

MR. KENNEDY e Correct. 

ASSEMBLYMAN FUY' . All right. Do you know whether or not that 

was the situation with respect t:o. the }>rice Waterhouse award? 

MR. KENNEDYt I am not familiar with the Price Waterhouse 

situation, other than what I read in the newspapers~ 

ASSEHBLYMAN FUYe All right. Now, you said earlier that you 

wuld do the same thing if Price Waterhouse .cam~ about. 

MR. KENNEDY• No. 1he question was ·asked earlier, "Did you 

think it was unusual for $6~5 million to be that·large:a percentageof 

the total $17 million total," and the answer was, "No, I do not think 

that is unusual." 

ASSEMBLYMAN FUYe NOw I am a little confused. The original 

request was-- Well, it is incidental. 

1he Treasurer further goes on to say, ''If a required product 

or service·is available from only one source of the. supply, this should 

be fully docunented." What do you mean, or what does the Treasurer 

mean by "fully documented"? What do you look for? What is· your 

current policy in tenns of what you ask for? 
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MR. KENNEDY• That's a difficult situation to cane to grips 

with because ~t you are asking the operating agency is to prove that 

no one else in the world sel.ls that project. It is a lot easier to 

prove Lhat. somebody else does, so you try to \lSe conmon sense. 

If they cane up with a vendor who has a patent-... Many of the 

pharmaceutical products that we· buy on behalf of Hllnan Services or 

Health are sole source. That's a rather easy situation if it is 

copyrighted. · '!here are sole source books. If you have a copyright on 

a book, you. can' t buy that book unless· it canes fran the copyright 

vendor. · Common sense normally prevails as to whether it is reasonable 

to expect that somebody else is ill the position to· deliver that 

product. 

ASSEl1BLYMAN FOY, Well'· does the Deparonent of The Treasury 

maintain a list of computer consultants available to the State of New 

Jersey? 

MR. KENNEDY• We have a vendor's list that would not by any 

means be exhausted, of everyone who is in a position to provide 

services. 

ASSEMBLYMAN FOY, They have more people in there than Price 

Waterhouse, don't they? 

MR. KENNEDY' Correct. 

ASSEMBLYMAN FOY t Cl<ay. Now, you also say in the paragraph, 

"The information regarding the waiver should include, one, the number 

of firms contacted." To· your knowledge, the only firm contacted in the 

Price Waterhouse situation was Price Waterhouse, was it not? 

MR. KENNEDY t Correct. 

ASSEMBLYMAN FOY e Okay. And it says, "The method used in 

choosing the firm contacted, for example industry data, prey.ious 

experience, etc." IX> you know what Price Waterhouse' s previous 

experience was with respect to canputer consulting contracts? 

MR. · KENNEDY t I think--

ASSEMBLYMAN MARTIN t. Mr. Foy, I think he has already 

indicated he has no familiarity-- I mean, I think it is pointless to 

ask him questions that he can't really answer, except by secondhand 

hearsay. 
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ASSFl-mLYMAN . :roY, You dan • t really have any. familiarity with 

that at all? 

MR. nNNEDYt No. 

ASSFMBLYMAN FOY • ~1 right. Now, going down further in the 

Treasurer's memo, he sayse "The public exigency is perhaps the one 

whose definition is least clearly stated. Because of this, we adopted 

. policy guidelines for public, exigency only when th~ follQWing 

conditions prevail and are thoroughly doeunented by the using agency or 

bid waiver applications, etc." Again, when you . say "thoroughly 

documented," what are you looking. for in terms of the justification? 

MR. KENNEDY, I think the illustration which the Treasurer 

used in terms of OLS is a classic example. A using agency canes to us 

and says that if we can have a product, and we can't have Jt by a 

specific point in time, our ability to provide services to the public · 

is going to suffer. Again, you use a test of reasonableness as to 

whether or not that· representation is a reasonable representation. 

ASSEMBLYMAN FOYt You did have some involvement in the 

approval of the OLS situation, is that correct? 

MR. KENNEDYt Yes, I signed it. 

·ASSEMBLYMAN FOYe All right. In fact, OLS engaged in 

extensive solicitation of competition, did they not? 

· MR. KENNEDY • OLS did a couple of things; one . in terms of 

Coopers & Lybrand. They indicated that it was a competitive process, 

as was the case with Price Waterhouse. 

ASSEMBLYMAN FOYt It was competitive with Price Waterhouse? 

MR. KENNEDY e My lmderstanding on the first award of the 

contract was that it was competitive. 

ASSEMBLYMAN FOYt I 'tn talking about the $6.5 million. 

MR. KENNEDY• Again, in the instance of OLS; when the 

feasibility study was canpleted and it became time to do the 

implementation stage, the second waiver which I signed on behalf of OLS 

was ·10t competitive, and that is a fairly routine, fairly comnon 

practice. 

It is ·very much the exception and not the rule that anyone 

other them the agency -- the vendor that provided the feasibility study 

...... will do the follow-up work. 
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ASSEMBLYMAN FOY t Well--

MR. KENNEDY • NOw in terms of the Wang contract, which we 

didn't discuss this :ilorning; that was competitive, and that was. 

canpetitive under a wa5ver. OLS i!'l that particular instance did not 

award to the lowest vendor. Having spent a ·considerable amount of time 

and discussion reviewing it, they skipped· over several vendors who 

provided a lower price for a quality product. Again, that is not.an. 

unusual situation. 

ASSEMBLYMAN FOY e But the fact of the matter remains that OLS 

solicited people other than Coopers & Lybrand initially for the lNC>rk 

that was to be performed. 

MR. KENNEDYt As in the instance of Price Waterhouse, 

correct. As in the second phase, there wasn't a solicitation, correct. 

ASSEMBLYMAN FOYe Right. For the $6.5 million there was no 

solicitation. It was a sole source award, is that right? 

MR. KENNEDY• Meaning Price Waterhouse, correct. 

ASSEMBLYMAN FOY t Right. Okay. 

MR. KENNEDYe And, again, not a very tli1USual practice, 

historically, going through two administrations at this point, for the 

State to undertake. 

ASSEMBLYMAN FOY e Let me . ask you this question. You say it 

is not an musual practice, but evidently sanething has occasioned some 

activity in your Deparonent regarding this whole issue of waiver of 

advertising procedures. It is a very sensitive area, is it not? 

MR. KENNEDYe Extremely sensitive, that's why we are here 

today. 

ASSEMBLYMAN FOY' You all have great concern· regarding this, 

do you not? 

MR. KENNEDY• Yes. 

ASSEMBLYMAN FOYe And it occasioned a memorandum, dated April 

24thf, from Mr. Rosenberg, which I will refer to now. And ·he 

indicates-- And th~.s is, I guess, about five months after his original 

one which set forth-- which revised the Josephson memo and reiterated 

in rather strong terms the fact that this was a highly musual 

situation, that there was· going to have to be a lot of justification 

37 



. ' 

for these kinds of things, that . they are not sanething that · is . to be 

routine practiced among achnirtistrators in goverrJIIlent, . isn't. that 

correct? 'Ulat is the real thrust of 'that first meno, . Mr. Rosenberg, am 

I right? You wanted these people on ~otire tQat they weren't going to 

be nmning around buying things through caprice or. whiin or fancy, that 

there were procedures that· were going to be followed~ that if they were 

going to seek an extraordinary method, such as waiver of advertising, 

no bid, sole. source, that they better have every ''T'i crossed and . every 

"In dotted, isn't that your position? 

MR. ROSENBERG! That' .s correct.· 

ASSEMBLYMAN FOY t Ckay. So, we cane to the April 24th memo, 

and it says·, "Altho~h a revised procurement CIRCIA governing request 

for waivers of advertising was distributed on December 3, 1984" ...... and 

that's this one -- "it appears as though many departments and agencies 
. . 

still· do not clearly understand the design ·procedures governing 

waivers." 

Let me ask you a question.. What happened after the December 

3rd, wg4 memo? Did ·you still-- Were ,you still ~eriencing 

difficulties with the various depart:Irients? 

MR. KENNEDYt Excuse me, Assemblyman. Both of those CIRCIA 

letters were sent at my instruction, and the genesis for their 

distribution largely rested what was on my mind at the time. 

Again, getting back to where I assumed the ·position in 

. August, . I . was appointed by a Governor to \YOrk for a Treasurer who was 

the fonner, I guess, Chainnan of the Ethics Comnittee. · And one thing 

that was drurmed into me at the time of that appointment was a kind of 

ethical standards that Treasury should be expected to follow. 
/' 

ASSEMBLYMAN FOYt Who was doing the diUillning? 

·MR. KENNEDY.t My Treasurer and members of the Governor's 

office, his staff. 

ASSEMBLYMAN FOYt Who in the Governor's office? 

MR. KENNEDY I Mr •. Steuer:.; . and Mr. McGl yrm. . That Treasury. was 

not a. place to play loose with the public dollars, and I was to take 

. every precaution that that not happen. · Both of those CIRCLA .letters 

really are reflective of that point. Their intent was not to say that 

the sys tern is broken. The sys tern wasn' t broken. 
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The guidelines that Mr. Josephson put into effect at the end 

of the Byrne Administration in 1981 were sound guidelines. They were 

guidelines that were followed by this Administration for three years. 

What we attempted to do in '84 and '~5 '·"'as t"'.> make ,"1 good 

system even better, and to protect the public, that that system would 

·work •. 

I was concerned not that anything horrible was happening. I 

was concerned that not the best was happening,· that we couldn't do 

thi.rigs better, that you couldn' t achieve an ultimate goal of not having· 

any questions, not having anything in the system that could not be 

addressed in terms of improvements. · '!hat's where those GIRCIA letters 

came from. 

ASSEMBLYMAN FOYt It was your concern of doing better~ in a 

sense, more expeditious handling and proper handling in terms of an 

musual situation. 

MR. KENNEDY• I think my concern was based on two levels. 

Ckle is, obviously we want to get the best prod\lCt at the lowest 

possible cost, and that is something that on the Executive side we 

should be involved in on a day-to-day basis. But, the other was the 

·real sensitivity that if we didn't protect the Executive by having 

stringent guidelines that were stringently enforced, we would end up 

before a Cotmni ttee, such as this, trying to explain the 

misunderstanding. 

ASSEMBLYMAN FOY' Ckay. Let me ask you this question. At 

the time, did the Price Waterhouse situation have anything· to do .with 

the issuance of these memos? 

MR. KENNEDY I I wasn't aware of Price Waterhouse being a 

situation tmtil Mr. Bocchini brought it to my attention. 

ASSEMBLYMAN FOY t When was that? 

MR. KENNEDY e Sanetime over the sutmer, reading The Trenton 

'l'imes. 

ASSENBLYMAN FOY 1 All right. Now~ continuing on with the 

memo, it says specifically, "It must be tmderstood that all products 

and services are to . be obtained through the process of fonnal, 

advertised bidding. Waivers of advertising are an exception -- and 
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. . . . 

that is under lined and put in. quotations -- to tbe policy and are 

·_ limited -- and that is underlined ~~ by statutory design, as i.ridicated 

in· the listing belowt 52e34~9(a) , teclmi_cal and professional services; 

9(b) perishable foods or subsistence supplies; 9(c) le~'1in[ ·of 

equipment and office ·space; 9(d) acquisition of real property; 9(e) 
. . . . 

unreasonable bid prices; 34e10(a) contract ~th a government agertcy; · 

lO(b) public exigency; lO(c) sole source; lO(d) prtimary source; 10(~) 

seasonal >wearing apparel; lO(f)·- fair trade cauncXIities; lO(g) existing 

equipnent canpatibili ty." 

'!11en it goes on,· "I have. noted that departments and agencies 

continue to _request proposals for professional services directly fran 

private sector finns. 'lhis practice creates· an- environment wherein the 

potential vendors believe they have the sole right to a ·contract. As 

such, this is to be discontinued." 

. What, Mr. Rosenberg, was _happening with respect to. that? 

Give me an example of what you are talking about. 

MR. ROSENBERGi Well, what I was trying to address in that 

paragraph was that departments would discuss a typical comnodity or- a 

typical service with a vendor, and then expect that that contract would 

be finalized prior to coming ·to my Division, or through the normal 

process. ·Then, after it would be turned down -- which several are -­

then it makes a very unhappy vendor and ·also a department, and a waste 

of a lot of time. 

ASSEMBLYMAN FOY t All right. 'Ihat mostly happened with 

equipment, or did it happen with consulting services? 

MR. ROSENBERG 1 Ch, every category. 

_ ASSEMBLYMAN FOYs Every category. So, sOIIle department had a 
. -

consultant they liked _--and wanted to have the contract and they got 

'turned down, or somebody had the "hots" for · an IBM· canputer and . ended 

_ up having to take a Wang or something like that? · 

MR. ROSENBERGt Exactly. 

· · ASSEMBLYMAN FOYt You were basically admonishing tl:"3ti to end 

·that practice and consult with you first, isn't that correct? 

MR. ROSENBERGt _That's correct. 

40 



ASSEMBLYMAN FOYt All right. Then it says, '-when a 

department is in need of specific . professional services, they should 

contact the Purchase and Contracting Bureau's Professional. Services 

Unit. Upon contact with the Professional Services Unit, an individual 

-- or individuals -- will be assigned to work. with your department on 

developing a clearly defined scope of wrk. '!he scope of work will be 

developed to address all phases of the professional services required, 

feasibility· study design, imple;nentation, and evaluation." 'Ibis policy 

Was not in force at the time of the Price Waterhouse contract, ~as it? 

MR. ROSENBERG~ Not to my knowledge .. 

ASSEMBLYMAN FOYt Because 1 didn't see anything like this in 

Mr. Josephson's memo, and that was the policy mttil this became the ·new 

policy, isn't that correct? 

MR. ROSENBERG t Correct. 

ASSEMBLYMAN FOY • There· is no intervening · CIRCIA or memo 

regarding this, is there? 

MR. ROSENBERG• Not to my knowledge. 

ASSEMBLYMAN FOY • All right. '!hen you go on to say, "Even 

when it becomes feasible to procure the required services through a 

_ waiver of advertising, competition is the rule in selecting the best 

firm for the project." That's what you stressed to your people since 

April 24th of this year, is that correct? 

MR. ROSENBERG 1 . That' s correct. 

ASSEMBLYMAN FaYe How many sole source contracts have been 

awarded since April 24, 1985 for consulting purposes? 

MR. ROSENBERG • · I cannot answer that question. 

ASSEMBL~ FOY • Okay. It says, "Attached please find an 

addendum to Purchasing CIRCI.A 25(a) which clearly delineates the steps 

to be used whenever a waiver is necessary for professional services. 

Is cc:xnputer consulting considered a professional service? 

MR. ROSENBERG• Most likely, it can be. 

ASSEMBLYMAN FOYt Well, I am not sure what you mean by that. 

I mean it can be-- You can-- · 

MR. ROSENBERG• In most cases it v.JOuld be. 

ASSEMBLYMAN FOY t Okay. The Department would take the 

position that that is a professional service -- computer consulting? 
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· MR. ROSENBERGt Correct. 

ASSEl-1BLYMAN FOYt All right~ ''Request · for waivers of 

advertising . should be authoriz~. and e~dorsed direc~ly by the Cabinet 

Office:r · or · Executive .Agency Director. Request for .. waivers of 

.adv~tising not properly endorsed Will be. returned for the appropriate 

Signature. Request for waivers of .. advertising for professional 

services. shall, · in · those instances where feasible, restrict a 
·. . . . ' . 

consulting ftrm to providing the needs analyses artd/or feasibility 

studies." Is that what ·happened w~th Price Waterhou8e? · (no response) 

You don't know? 

MR. KENNEDY, We weren' t here for Price Waterhouse. 

ASSEMBLYMAN FOYt Your effort now though is to very narrowly 

focus what consulting work is going to be done, isn't that correct? 

MR •. ·. ROSENBERG' That's correct.. . 
. . . . 

ASS&mL~ FOYt You don't give out big eXpensive contracts? 

MR. ROSENBERG! It depends on the situation. 

ASSEMBLYt-1AN FOY i Ah ha. · How about-- The next sentence 

says, "Consulting firms will be required to ~ccept an exclusivity 

clause which will void their right to bid on the actual design and. 

implementation contract.'' Is that now being followed ~s a policy of 

this Administration? 

MR. ROSENBERG, I believe that says "where feasible'' it was 

my intent. 

ASSEMBLYMAN FOY t Well, it .doesn't say that. It says, 

'"Consulting· finns will be"-- and these are your words-- "consulting 

_firms. will be required" -- will be required -- "to accept an 

eXclusivity clause which . will void their right to bid on. the actual 

design and implenentation contract." 

- MR. KENNEDYt That language Was included after a considerable 

BnlQl,IOt of internal discussion within the General Service 

Administratioit. And, the logic follows to a large · part what was 
. . 

previously testified by Mr .• Josephson.. Traditionally, historically, 

. you have always had situations where a firm will come in and do a 

feasibility study. More often'than not that will be in a competitive 

situation. · ·-The iniplE!Dentation 'study will be awarded without 

competition •. ·· 
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As Mr. Josephson indicated in several . examples during his 

tenure . in the position, we too have tried· to make canpetitive the 

implementation study~ In one specific example that occurred· about the 

time of the drafting of .that CIRCI.A letter with Taxation for their data 

processing needs, there was an implementation third or fourth phase 

that the Division Director indicated that he would like to have 

processed in a non-competitive fashion through waivers. 
J 

We insisted that even though the waiver process was to be 

used, that it be canpetitively bid. We went out. We had RFPs on the 

street. We sought competition in that instance and got one vendor's 

response, and that was the firm· that did the original phases. 

When we began to talk both amongst staff and vendors as to 

why no one bid on it-- Here we did precisely what the Comnittee would 

have liked to have us do in the Price Waterhouse situation t Go out on 

· the street. Ask for competition. We did in Taxation. NOthing came 

back, and the response was much the same that Mr. Josephson indicated. 

It is· expensive on the part of the vendor to prepare a response to a 

bid. It takes time. It takes money, and he has to make a business 

judgment as to whether or not there is a reasonable . chance he is going 

to be the low bidder. 

When they looked at in the taxation case, they made a 

judgment and they didn't bid. The reason they didn't bid is they knew 

that the vendor that did the feasibility-- did the first phases-- had 

an incredible (inaudible) situation. 

I have no reason to expect that if that same situation had 

occurred ih the Price Waterhouse-- Within the Division of M>tor 

Vehicles, if we had gone on the street we would have got anything back 

more than one bid. 

The language that ·you refer to there was an· attempt on the 

part of the Division Director to try something different. We have no 

idea whether or not that is going to be effective, whether or not that 

is the best public policy for the State of New Jersey to follow in the 

long nm. But we wanted to try it at least once to find out what would 

happen if we barred finns that did the feasibility study from 

participating in the implementation phase. 
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My own personal feeling is, what is going to happen is you 

are not going· to get the best people doing the feasibility study •. But. 

the next contract that comes up Where that is appropriate to ·implEJDent, 

. we are g6ing to try it; we at~ going to see. what the resUlts are.· 

ASSE118LYMAN FOY • Okay. So, -this is a novel. experiment for: 

your division-of State government? 

-_ MR. KENNEDY• An experiment, novel-..:. I don't. personally 

think it is going to be that effective. My staff members do, and I was 
persuaded to- allow it to go into the CIRCIA letter to at least give it 

one chance. 

· ASSH-mLYMAN FOYe Well, it is a grand idea. Whose idea was 

it? 

MR. KENNEDY • Mr. Rosenberg's. 

ASSEMBLYMAN FOY • And- you are going to take a shot and see if 

-_you can separate the feasibility phase of consulting work from the 

implementation phase. It hasn't really been done yet? 
. . 

MR.~ KENNEDY• It hasn't been done yet. You have to wait for 

· the right example to \VOrk. I mean you don't .want to try that kind of 
. . . . 

an ·experiment in the Division of Motor Vehicles where if it fails the 

public suffers. too· directly. You have to find a department where it· is 

a little less critical in terms of day-to-day activities. 

ASSEMBLYMAN FOY e I'm not so sure it could be any \VOrse than _ 

it is :right now, given the situation. Of course, 1 only know what I 

read in.thepapers. 

Then you go on. to say,· "Subsequent to the award of the 

contract, the consultant shall sulnit quarterly' narrative and financial 

_ project reports to the department ·head and a copy to the Division of 

Purchase and Propercy." Is this the new policy?. 

MR. ROSENBERG• Yes, it is. As I know of it, what we are 

trying to do is also look at-- You know, after the d~art:ment manager 

oversees the project continuoUsly, that_ we would also get a copy for. 
. . . . . 

the main file, and alsq to review. 

MR. KENNEDYt We are looking at it not in terms of project 

control,' because we have. no statutory authori_ty in that role, but in 
. ' . . . - . 

terms of how we deal with' that particular·vendor or how we deal with a 

_·particular type of contract in the future. 
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·ASSEMBLYMAN FOYt But as of April 24, 1985, you're receiVing 

quarterly reports from the consultants, such as Price Waterhouse, 

regarding the projects that they are inVolved with, is that correct? 

~1R. ~DYt We are beginning to receive them. Obviously,, 

with a quarterly basis', we really haven't had much of an opportunity. 

ASSEMBLYMAN FOYt W:rold you. go ·back and check your ·records .to 

determine whether from April 24, 198-5 you have ~ receiving from 

Price Waterhouse copies of those reports? 

MR. KENNEDYt Gladly. 

Jl.SSEMBLYMAN FOY • I • d be interested to see if they are 

adhering to these new rules. In fact, I~ d like copies of those reports 

made available to the Oommittee. 

ASSEMBLYMAN BOCCHINI t Will you do that, Mr. Horn? 

<XM1ISSIONER HORN • We' 11 certainly do that, yes. 

ASSEMBLYMAN BOCCHINI' When was the implementation of that 

monitoring? 

MR. ROSENBERG• This was in April, to go in contracts after 

_that date. 

ASSEMBLYMAN BOCCHINit If I may for a moment, Mr. Foy, Acting . 

Director Kline indicated in his testimony -- and if you covered this 

while I . was out, just cut me short ~- that bills and expenses were 

processed through and eventually there was approval that came from the 

Treasurer's office. Based on that, would the $500 thousand .in expenses 

that were alluded to in the last Conmittee meeting have been approved 

by your office, with the carE; and the maids, etc., etc.? 

CXM1ISSIONER HORNt I don't know whether he said that or 

not. We do not,: at the present time, review expenses. We leave all 

implementation to the using agency. 

ASSEMBLYMAN BOCCHINI • Excuse me. Is my representation 

inaccurate? You weren't here, but, Bob, you were here. 

ASSEMBLYMAN MARTINe I'm 110t sure if he said specifically 

that~ :rut I think he tnade reference to the fact that there is some fonn 

of review made by the Deparonen:t of Treasury, but 1-~ 

COMMISSIONER HORNe Treasury cuts the check, and so it is 

possible that the agency would send the list of expenses to the 
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Division of Budget and ACcounting. But it certa~rily doesn't go through 

· Purchase and Property. 

ASSaiBLYMAN MARTINe I know he made ·reference to the· fact 

that -there was a figtlre. 'DlE":"e ·W2re -CWO figures tossed around, but the 

one in the docunents we have today talks ~bout an 8.'8% figure, or part 

of the total contract which would be allowed for personal expenses for 

those employees who were brought over here from Price Waterhouse who 
didn't live in the area to do consulting work. \buld you look into 

figures like · that, as far as whether the 8. 8% was ~ right calculation 

in the amounts that were submitted to your office? 

<XM1ISSIONER HORNe We will do that. We should point out 

that requests ·for reimbursement of out-of-pocket expenses is not an 

tmusual situation. Again, getting ·back to Coopers & Lybrand, the 

submission which accompanied the request specifically said, ''We will 

bill monthly for fees. and expenses incurred." It is a recognized 

procedure. 

But, in answer to your question, yes, we will provide that 

infomation. 

ASSEMBLYMAN BOCCHINie . It is a recognized procedure. In 

relation to the recognition of the procedure, is there any framework or 

gromdwork · that your Department follows, or guidelines· that you have 

sent out to other departments and agencies as to what should be 

considered reasonable under the circumstances of expenses? 

COMMISSIONER HORNe Well, I would suggest that -what they do--

First of all, the best way to do it would be to specify them in the· 

RFP itself, or in the-- Yes, in the RFP itself and in any waiver which 

is. granted.. I think that you would agree with me that that would 

probably be the best way, that is to list specifically what are the 

kinds of expenses that are anticipated to be done. Failing that., I 

would suggest that ·_they use IRS guidelines as to what's an _allowable 

buSiness and travel type expense. But I think the better way to do it 

would be to spec if:' in the contract itself, "'Ihese are the kinds of 

expenses that we anticipatee housing, telephon~, car, whatever." 

ASSEMBL~ BOCCHINI • But ·presently there is. no structured 

guideline from your Department to any department or agency within State 

government? 
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MR. KENNEDYt Not tmless it is provided by OI..S. I'm not sure 

· but I would think ~hat the audit unit within the Office of Legislative 

Services may have some guidelines. 

ASSEMBLYMAN BOCCHINI t Bt,t y0u p~y the b:.lls ~ '!hat's why I 

am asking Mr • Horn and you. My question ·is, is there anything fran 

within the . Department of Treasury, people who say "We are paying the . 

bills and we think you should be setting up some specific guideline"? 

That is oothing to that extent at this j\Dlcture, is that correct? 

MR. KENNEDY• Well, there is a general guideline that is 

fairly enphatic that it has to relate to performance \Dlder the 

contract. . But in tetms of whether a specific category or a specific 

item is appropriate; that has been left to departmental review by the 

using agency. 

OOMMISSIONER HORN' '!be other control would be that Budget 

and Accotmting will not pay the bill tmless it comes within the 

authorized expenditure. 

· ASSEMBLYMAN BOCCHINI t Excuse me for one second;. We had 

requested from Mr. Kline at the last hearing-- He was going to provide 

us with the supplemental page of the contract. 

MS. . SZilAGYI t ·Everybody has it. 

ASSEMBLYMAN BOCCHINI t. We all have that? All right. I 

haven' t skinmed · through it yet. 

ASSEMBLYMAN MARTINt It speaks of 8.8%, Mr. Chairman. 

ASSEMBLYMAN BOCCHINI e You have in front of you a letter 

dated July 28, 1983. ·As a matter of fact, we probably should also give 

to Mr. Horn. the second part of it that was attached .to it. '!be letter 

indicatese 

"1his letter is the second supplement to the Price Waterhouse 

Proposal for the design and implementation of the New Jersey Merit 

Rating Plan Surcharge System and the Comprehensive <n-Line Driver/OWner 

Information and Management System. 

"Price Waterhouse, by t'Pi.:; supplement, amends the proposal to 

a contract amount not to exceed $6.5 million, including out-of-pocket 

expenses incurred in connection. with the assigrnnent. Out-of-pocket 

expenses include such costs as transportation, lodging, per diem for 
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out-of-town staff and other miscellaneous expenses and will not exceed 

8.8% of professional fees / 1 
· 

'!here is also an attachment ·that goes !:~ that, which is 

entitled "State of New Jersey, Division of M:>tor Vehi.cles, · Supplemet'lt 

to July 12, 1983 Proposal to ll1V for the Design and Implanentation oft 

New Jersey Merit Rating Plan SurCharge -·system,· CDnprehensive on-Line. 

Driver/Owner Infonnation and Management System," dated July 21, 1983; 

which contains a memo to Mr. Snedeker; then Director. ·. 

In relation to this type of amending, as I presune it was -­

it was intended to be an ~endment to the contract -- do you find that_ 

in your judgment•- I understand that you may not have been in control 

of it at that time, but do you find- that to be sUfficient? Let's 

strike that. _ IX> you find that to be good· business practice from the 

standpoint of a contractual relationship with any vendor? 

MR. KENNEDY• I think it is a valid business practice, and -

you really have to make~-

ASSFl1BLYMAN BOCCHINI' Excuse me.· My question was in 

.. relation to the--

MR. KENNEDY• I think it is a good business practice, and you 

really have to make the observation that you are going to be charged 

and billed _one way or the other. _ If you don 1 t break out your expenses, 

they are going to roll it into their fee .. 

At least in breaking out the eXpenses, you have an 

opporomity to control it. There is no free lunch if there are costs 

incurred on a project. They are going to put those costs somewhere. 

ASSEMBLYMAN BOCCH!NI o No free hmch? . We had about $150,000 

to $300,000 worth of free lunches in this contract. 

MR. -KENNEDY s Well, except for the Legislature.:.-

ASSEMBLYMAN BOCCHINI t I don 1 t know if you'd choose to 

rephrase that. 

MR. KrnNEOY' You are going to pay it either in tenns of the 

··fee, or you are going to pay it in tenns of the expenses. lf you can 

break out _the expenses if they are specified as they were in· this 

particular instance, which is fairly strong language -- much stronger 

than was present in the OLS example -- and, you cap it so that there is 
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no up-side risk to the State in terms of the total expenses, you are 

practicing good business practice. 

ASSFMBLYMAN BOCCHINI t Let . me ask this. \tbuld you be 

characterizing what occurred in the Price Waterhouse contract as grod 

business practices? 

MR. KENNEDYt .1 would categorize any expense language ·that is 

incorporated in any contract that has specifications · as . · to the 

categories that can be charged against, ·and it has an up-side cost in 

terms of the total percentage against the contract, as a good business 

practice -- as good contractual language. It is much stronger in this 

case than in the· OLS example where neither of those two elements are 

present. 

ASSEMBLYMAN BOCCHINI t Would you say then in relation to this 

that the charging of maids and recreation fees, etc. are legitimate 

business practices? 

MR. KENNEDYt I'm not aware of any of those situations~ 

Again, I have no direct knowledge of the Price Waterhouse contract. 

ASSEMBLYMAN BOCCHINI • The Treasury has been paying those 

bills up through--· Well, when diq you start with Treasury? 

MR~ KENNEDY• I've been with the Department of the Treasury 

since April of 1984. 
ASSEMBLYMAN BOOCHINit . They have paid out through March of 

1985. 
MR. KENNEDY, But, again, maybe it is because the ·rreasurer' s 

responsibilities are so all-encompassing. Whatever they are paying out 

is not going to through the General Services Administration or back 

through the Division of Procurement. But, I have no direct knowledge 

of that process. 

ASSFMBLYMAN BOCCHINie IX> you think that sane type of more 

stringent guidelines. I don' t care whose contract it is, if it is. 

OLS's or _whomever's, as far as when it comes to the paying of 

additional expenses. We need to analyze that more closely an~ become 

more specific with it. 

MR. KENNEDY' Yes. 

ASSEMBLYMAN BOCCHINI t Pmy other questions? 
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ASSENBLYMAN MARTINt Yes, I have a fEM questions. With 

respect- to that area, this contract that the _Chairman just read to you 

list a figure of 8.8% for a maximum cap on persorial expenses. Based 

upon your experience, you indicatecl that it is a good business practice 

to have an upper limit. Would yau find this 8.8% to be ·reasonable,­

unreasonable,- or how would you conment on that as .a figure? 

MR. KmNEI>Yt- That is actually, in terms of State contracts 

where there are caps, ·a fairly low cap·, but you can't go by_ the_ 

percentage- itself. You really have to take into consideration the 

_ nature of the assigrnnent. 

If a corporati()tl -~ a vendor -- is going to bring in a large 

nunber of out-of-town staff where they are bringing in canputer 

_ specialists from out :of state, Where they have to put them U:p through a 

t-bnday through Friday kind of operation, - that percentage is going to 

tend to be higher. But, 8.8% is the lower part of the middle of the 

-range as to what we .nonnally pay for expenses. 

ASSEMBLYMAN MARTIN• All· right. When you are talking about 

these areas, is it comnon to expect that living expenses would include 

lodging and meals? 

MR. KENNEDYt Assemblyman, it gets back to what I said 

before. You are going to pay one way or the other. If you paid in-the 

rate, part of what you are paying for in the base rate is for lodging, 

is for meals, .is for living expenses. If you break out the __ expenses, 

you have an opportunity to control it. It is not at all uncommon to 

pay for hotel rooms. rf·you pay for hotel rooms, what is rolled into 

the rate of the hotel rooms is maid service, is television. there are 

those extras. 

From what the Assemblyman just brought to my attention, it 

seems that those -may have been broken out in the Price_ WaterhOl.lSe 

instance. '!hat is a little bit unusual to break them out, but -almost 

any contract where you are putting up professionals in some kind of 

public lodging, those expenses are paid for. 

ASSn-ffiLYMAN MARTIN • All right. - I . have a question for the 

Comnissioner. I tinderstand from the previous questioning that the gist 

of these memos which came out through your Department were to toughen 
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up the bid waiver process •. I know it is a relatively short period time 

since April of 1985, but apparently there was also an attempt in April 

of 1984 through the earlier correspondence •. Can you comnent at all, if 

you can, about any success as far as this process goes and the attempt 

to-.-. 

MR. KENNEDYt I think we can clearly say that we've taken a 

good process, which both the Byrne Administration and . the Kean 

Administration has followed, and made it better,- both in terms of the 

control on waivers and in terms of the total amotmt of waivers that are 

actually approved . and the dollar amot.mts involved, particularly . in 

bringing competition to. the.waiver process where·appropriate. 

In many instances, competition is not appropriate and can end 

up costing . the taxpayers of the State more money. But, I think what 

you really have to do is compare our waiver process ·to the waiver 

process · on the county and Ill\lflicipal. level. 

1 am both a former county administrator and a nnmicipal 

· administrator. Mr.· Rosenberg is a fonner procurE!Dent officer for 

M:>rris Cotmty. We have a considerable amount of direct experience on 

the local goverrunent level., 

The State of New Jersey by far, both as a result of the 

practices that were established in the Byrne Administration and the 

strengthening of those practices. during the current Adniinistration, has 

tougher, more stringent, more competitive standards that cot.mties or 

nnmicipalities in the area of procurenent. That is where we--

TRFASURER HORNt Let me supplement. I guess some of the 

proof is in the pudding, and that is the reduction in the nunber of 

. waivers. But, I' 11 tell you this. I am going to predict that the 

amount waived -- the chart you have before you -- will not necessarily 

change. I think the trend will continue to increase in tenns of the 

dollar amount. 

State goverrunent-- '!bose who were in State goverrunent 1 0 

years ago don't recognize the mission -- the changes in the mission -­

that State goverrnnent has today. Ten years ago, we d idn' t have a PJP 

Landfill in Jersey City to clean up. State goverrnnent 10 years ago 

didn't have a DMV system that was falling apart. State goverrnnent 10 
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years ago didn't have demands by the Legislature that the ·JUA Surcharge 

System be up and operating within a c~rta~n nunber of months. 

_ So, to the extent that this Comni ttee and OLS and the State 

Auditor can and shduld follow the subject we have been talking about 

this rooming, don't look for the_ amount to cane dat«l• The emergencies 

are increasing rather than decreasing _-the toxic wastes, the 

cleanup. 

When . we hire a consultant to prepare a ff;!aSibility study on. 

the cleanup of a toxic waste site, quite frankly, if we are goillg to 

lose six months by advertising that, we will not advertise it. We will 

solicit informal bids, and we'll hire the best canpany for it. 

So, yes , we are succeeding in the nunbers, bu~ the total 

amount of bid waivers I suspect will increase rather than decrease, and 

for very good reasons •. 

ASSEMBLYMAN MARTIN' Just one more question, Mr. Kennedy, if · 

I may. I see -the chart here, and I appreciate graphics • I wasn' t 

privy to seeing it earlier, but just to help me understand your 

perspective the chart, can yo:u point. out specifically on that chart 

what you believe to be inaccurate, Mr. Kennedy? 

. MR;. KENNEDY' · When.-you take a· very complicated situation, and 

you try to make it simple, very often you end up with garbage. Those 

figure$'. in terms of years p in terms of doll~r amotmts, are accurate. 

Maybe they portray what the graphic artist wanted them 'to portray, but 

l=hey don't realty portray the reality of the situation because it 

doesn't show a couple-of things. 

It doesn't show that you are not dealing .in 1981 constant 

dollars, and takes into consideration inflation. It makes no attempt 

to separate where there -is competition in waivers from wl)ere there is 

not competition in waivers. I would think that every member of the 

Comnittee would encourage us to be as compe~itive as possible in the · 

process. 

fully, $23 million in tenns of increase on that chart is 

because of. increased competition. It carmot take into consideration 

sole source. The fact that we are required by the PUC· to deal with 

Jersey Central Power and U.ght for electricity, or Bell Telephone prior 
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to the divestiture for our telephone costs, is rolled into those 

nunbers and at a very heavy element of those numbers -- over $87 

million in the last ·calendar year. 

The fact that there are, almost on a monthly basis, elements. 

of legit~te public exigency where waivers are the only way to go in 

.teniis of meeting public demand--

Ole of the first things that I was required to sign was a 

multi~illion dollar waiver for toxic waste cleanup after I assumed my , 

position. The reason that we went through the waiver process was 

because of. the insurance situation. It would have meant throwing out 

probably 44 to~ic waste cleanup projects. They were canpetitive. We 

-ran into an insurance problem at the last moment, and had to use a 
. . 

waiver. Those kinds of situations are rolled into that cumulative 

figure. 

I would make the point,· if_you really wanted to be fair, you 

can't do it in one chart. Maybe it is going to take 10 or 12 charts. 

Maybe it is going to. take--

ASSEMBL~ BOCCHINI e Would you like to put those charts 

together for us so we could have a more accurate depiction then? 

MR. KENNEDYr If the Coiilnittee ~ld want graphics, I ~uld 

be more than happy to provide it to them. But, again, I point out that 

the information--

ASSEl1BLYMAN BOCCHINI, We would like· any information, Mr. 

Ketmedy, that is going to be available to us--

. MR. KENNEDY~ The information you are working off of was 

infonnation that was provided to Senator Weiss by Treasurer Horn as 

part of the JAC process last March. It is inconceivable to me that if 

there was any real concern on the part of the Legislature, they wuld 

have withheld that information for six months before presenting it last 

week i~ a press conference. 

ASSEMBLYMAN MARTINe Just to get on a larger framewrk, the 

State of New Jersey-- I am familiar with the budget this year. 1 

wasn't in· the Legislature in 1981 , but how much has government 

increased overall in the State since the time that the chart makes 

reference to? 
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. ASSEMBL~ BOCCHINI t Are you talking about nunbers of 

employees, or in reference to what? 

ASSEMBLYMAN MARTIN' No, I'm talking about dollars as far as 

costs tu the Stctte bUdget as well • 

. TREASURER HORNt Our budget now is close to. $9 billion. I've 

·been Treasurer · for a year and. a half. I've been through two budgets, · 

and it was, I guess, around $7 billion, more_ or less. Again, that is a · 

figure that gets ver.y complicated too because the--

ASSEMBLYMAN MARTIN, Well, I'm just trying to canpare, in the . 

process of looking at . the bid waivers,· th~ .·increase in cost ·and how 

that might relate to· the overall State budget.· 

TREASURER HORN~ I ~ld guess over the four years , the 

budget has grown by maybe $3 billion over the four years of this 

Administration. 

ASSEMBLYMAN MARTIN' Just one other question, if I may. You 

_referred to a second level before in terms of the analogy used. 

ASSrJ.mLYMAN BOCCHINI, So, it has gon~ from about $5 billion 

or $5.5 billion to $8.5 billion? 

TREASURER HORN~ Rough! y. 

ASSEMBLYMAN MARTIN' You referred to a second. level before in 

which there was no longer competition as far as the analogy that .you 

had used. Was that: a bigger dollar contract at the second level where 

the use of the' computers for the Administrative Office of the Cburts? 

MR. KENNEDY e In this case, it was actually smaller. · The 

real analogy is this. If you are an attorney, if I go to you and ask 

you to prepare a case. for myself for a criminal matter, and you go 

through the entire process, do all the background, do al! the research, 

prepare the briefs, get it all the way up to the point where it is 

going to be. argued, and I say, "I no longer wan_t to do business with 

. you," and . I dump it . on somebody else, · you are going ·to have a 

tremendOUs advm1tage ·.in that process because you fully tmderstand the 
. . . 

. proceso. It is not the. same as shopping for a second opinion in a 
medical situation. ·It ·is much more analogous to the legal profession 

where you have don~ all of that grotmdv.urk, where you have put together 

the . briefs, and now you turn it over . to a second who is not 
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familiar with it. · Regardless of the dollar amcnmt, it almost always 

the prudent thing in tenns of the real economics to · stick with the 

.first vendor. 

ASSEMBLYMAN MAR'!:'IN 1 To get bc1.ck to where Mr. Foy ~d 

probably direct--

ASSEMBL~ BOCCHINit Excu8e me, excuse me, exC.USe me; ·Mr. 

Martin. Are you aware of where when someone pays a lawyer, and they 

want to move their file from one lawyer to · another, that they are 

entitled to take the documents contained in those files, which ~d 

include briefs or whatever other information is involved in that? 

.MR. KENNEDY I Oh, absolutely. It is the case with our 

present contracts. You move from one vendor to the ·other. 

ASSEMBLYMAN BOCCHINI' All right. So, you can' t say you are 

leaving lawyer "x" and going to lawyer "y," and walking in with 

nothing. 

MR. ·KENNEDY, But, the first thing that the second lawyer 

does is, he charges you for reading those files. '!hat is where the 

real cost is. There is a learning curve·· that that second lawyer then 

charges his client, and that is the review of the files that you don' t 

have in the first instance. That is the real weakness in moving fran 

one vendor to the other. 

ASSEMBLYMAN BOCCHINI 1 So, you're saying we saved money then 

because we stayed with Price Waterhouse? Is that what you are trying 

·to tell me? 

MR. KENNEDYt I'm saying that in many· instances, when you 

stay with your first vendor who does the feasibility study and goes to 

the implementation stage, you--

ASSEMBLYMAN BOCCHINI • But, are you saying that in relation 

to Price Waterhouse? 

MR. KENNEDY• In all likelihood, we saved money with Price 

Waterhouse, without being familiar with the specifics. 

ASSEMBL\W.J'l ?EILY e Mr. Rosenberg? Excuse me. Do you agree 

with that, Mr. Rosenberg? 

MR. ROSENBERGt I'm really not that familiar with it enough 

to say that. 

MR. KENNEDYt It is just;_-
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ASSEMBL~ PELLY• I'm trying to tmderstand why you have 
. . 

inserted the exclusivity clause in your memorandum of April 24, 1985. 
. . . 

Mr. Rosenberg certainly approved of it, and Mr. Kemedy is arguing the. 

other side of the· issue. I'm trying tc undr.rstand were we are going 

. to be going, or where we expect to be going_ in the next year or so with 

respect to this. Are we going to have that clause in, or is it ·going: 

to be removed, or are we going to continue to argue it? 

MR. KENNEDYt Assemblyman, we are going to do i.t at· lea8t 

once, and we are going to see what the results are. The discussion you 

just heard was very similar to the internal debate within our 

Deparonent as to whether or not that · is going to be an effective 

provision. The simple truth of the matter is, until you try it once, 

no one knows. · 

I don't think it is going to be an effective provision.­

Director Rosenberg does. We are going ·to find an appropriate example 

and find out. 

ASSENBLYMAN PEILY 1 Would . a Price Waterhouse type · of 

situation been an appropriate type? 

MR. KENNEDYt Absolutely not. You don't want to do it in a 

situation that is so critical. 

ASSEMBL'Yt-W~ PELLYe . Not appropriateo Do you agree with that, 

Mr.. Rosenberg? 

MR. ROSENBERG• I don't think that would be the appropriate 

manner. It is too critical of a project and too large. 

ASSEMBLYMAN PELLY' Too what? 

MR. ROSENBERG' Too critical and too large in scope.· 

ASSEMBLYMAN PEILY t Too critical and too large in scope. If 

that Price Waterhouse were to cOllie up again, you ~ld have gone 

through the same process, that is, not sought out your internal 

cOillmmications people- to do the job,- but have gone out as you--

TREASURER HORNe Assemblyman, have you read the material 

which Mr. Bianco submitted to the (!:mrnittee? 

ASSEMBLYMAN PEILYt Yes, I did. 

TREASURER HORN t And, if you did, you have seen the very 

very--. Just the dialogue we are having right now. The same kind of 
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dialogue went on within the Administration. They were faced with an 

emergency on one hand. They were faced with pressure press releases 

caning out of the Assembly Majority Office to get a system up and 

rurming by a certain time. They were faced with a qystf!lll that was 

literally breaking down. 

'(ou were getting sane of the phone calls from your 

constituents• "1 can't· get anything out of Motor Vehicles." I dOll' t 

think we can sit here and second guess what was a decision at the time 

to go forward with the canpany and save six to nine months or so to get 

a new system up and going, particularly when that canpany .was a Big 8 

outfit. 

I' 11 give you another example. Had this dialogue-­

ASSEMBLYMAN PEILYe But, the company-- Excuse me, sir. That 

can:pany was a Big 8 accounting firm, not a computer finn. 

TREASURER HORNe All of the Big · 8--

ASSEMBLYMAN PEI.LY e Which, if you had read the testimony, has 

never done a Division of Motor Vehicles' computer system anywhere in 

the world prior to our New Jersey experience~ 

TREASURER HORN' They were hired by a previous Administration 

to do a feasibility study to see if the ~ystem could be--

ASSEMBLYMAN PEil..Ye Absolutely. 

TREASURER HORN t Let me give you another example of the same 

kind of dialogue that we're having now. One of the candidates for 

Governor, in an effort to indicate that toxic waste could be cleaned up 

better, has said he wanted to set up a NASA-type agency--

ASSEMBL~ BOCCHINI e I think we will exclude that. 1 think 

we will exclude that. 

TREASURER HORN • ·Was I cut off, Mr. Bocchin i? 

ASSEMBLYMAN BOCCHINie Yes, you· have been. 

TREASURER HORNe Well, you have no right to cut J:De off. 

ASSEMBLYMAN BOOCHINit As long as I am Chairman of this, I 

have the ability to sit up here-~ 

TREASURER HORNe I have the right to answer the questions • 

. ASSEMBLYMAN BOCCHINI • (continuing) --and to direct the . 

testimony. 
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TREASURER HORNe 1 would like the press to take note that 

I've been . cut off by Mr., Bocchini. 

- ASSa-1BLYMAN BOCCHINie If yO\i want to, Mr.-- If you want :.:o 

go back on, Mr. Horn--

TREASURER HORNe Mr. Shapiro • s suggestion-- . 

ASSEMBLYMAN BOOCHINit ~. Horn, if you want to debate Mr. 
Shapiro on behalf of Governor Kean in _relation to any of the toxi_c 

waste cleanups~ ·or any of that- other area of toxic wastes in the 

environment, I invite you to do that. 

Tile comparison that you are about to give I do not believe is 

gennane, and 1 wish you would ,stick with the toJ>ic of canputers·. 

TREASURER HORNe All right. I' 11 stick with the topic if 

you' 11 turn my mike back on. (Chainnan complies) 

'!here are good argunents which can be made that the 

competitive bid process, in some instances, is inappropriate. Someone, 

and I won't mention his name, has suggested that that is the best way 

to do toxic waste cleanupso 

I'm saying that the same kind of dialogue that we are having 

here now went on within the Administration with respect to Price 

Waterhou.Se, and a decision was made. 

ASSEMBLYMAN PELLY e And you were part of that dialogue? 

TREASURER HORNe No-, I was not. 

ASSEMBLYt-1AN · BOCCHINI' No, he. wasn't part of that at that 

time. 

ASSF11BLYMAN SCHUBER' No, he has already testified that he 

wasnvt. 

TREASURER HORN, I was not, not in any way, shape; or form, 

but I've seen the same material that has been subnitted to this 

-cJOmnitt.ee.. All I know is what Mr. Bianco submitted to this Cortmittee. 

ASSEMBLYHAN BOCCHINI i Regardless of what our· discussions 

lead to this morning, you have ~o agree, even though the hopes may have 

been-- It was pointed out from this Committee, Mr. Hom -- you \l:re:ren' t 

here during that testimony .;.._ that Dt'1V never came back to the 

Legislature and never made it known to anybody that they didn't think 

they would be able to make ·it .. 
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They just felt that because of the pressure of the 

Legislature, they had the obligation to do it. That may have· been 

well-intended; however, the facts still remain, to . quote the 

Governor, ''We're as screwed up today as we were when they entered into 

this a year and a half ago," as far as· the IMV project is concerned. 

Whether it be ll1v this year, or Pensions next year· or another 

division of government at another time,· you know, I think putting the 

politics aside, hopefully we are all working in the same direction to 

see how we can avoid that and work more cohesively in achieving a final 

project that is going to work. It hasn't worked in this instance, and 

I'm certain that you as Treasurer, in relation ·to ·paying the bills of 

this State, \tJO\lld like to see the money spent in those areas for the 

purposes of the project ... _ the expeditious implementation of the 

project. 

I know we could debate it back and forth as to where the fat 

is, etc., etc., but they are areas we are concerned about. I think 

they are areas that both sides of this table sitting up here-- We get 

concerned When our constituents come back to us and say, "Hey, what the· 

heck is going on?" Five hundred thousand dollars and you see these 

types of expenses going on. 

Then, in addition, here we are with $5.1 million that has 

already been paid out; $5.1 million of that $6.5 million is there. it 

is in their pocket. They asked me, "How on earth, Joe, can you--" You 

see, they don't know that it is "you." You know, we are always 

pointing at each other. But, they are going to say to Schuber, "How 

can you," because we are their Assemblyman. "How can you allow that to 

happen?'' 

The only way we can find out how that happens is through. this 

type of process • 

. TREASURER HORN • And I agree that we are both headed in the 

same direction and have the same types of goals at hand. 

ASSEMBLYMAN BOCCHINI' Are there any other questions? I 

think your infonnation has been helpful this. morning, and we appreciate 

your being here. 
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I think it has also becane appar$1t at the same time -- I 

know · yo\1 gentlemen are going to love to . hear this, ·but I pranise we 
won't be back before Election Day ~- that immediately after Election 

Day, we should probably consider .having Mr. Biedennan in and his head 

.of Purchase. and Property to see where their· thoughts were ln relation 

to this. 
Notwithstanding . that, gentlemen, thBnk you for being here 

this lllOrning •. '!he meeting is concluded. 

TREASURER HORN 1 Thank you all. 
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I . 

G:r~E.RAl AsstMBLY 
OP NEW JERSEY 

TRENTON 

SPEAKER 

ALAN J. KARCHER 
ASSEMBLYMAN, DISTRICT 19 (MIDDLESEX) 

61 ~fAIN STREET 

SAYREVILLE, N.J. 08872 

TEL.2 0 1-238-8745 

. 609-292-6411 

October 26, 1985 

Honorable Joseph L. Bocdhini, Jr. 
Chairman 
Assembly Law, Public Safety and Defense Committee 
State House 
Trentort, N~w Jersey 08625 

Dear Joe: 

I am appointing Assemblyman Thomas P. Foy to temporarily 
serve on the Assembly Law, Public Safety and Defense 
Committee on Monday, October 28. ·He will be substituting 
for Assemblyman Nicholas J. LaRocca. 

gm 

lx 

Sil1;~erely, · 

~J·· 
Alan J;. Karcher 
SPEAKER 



ROBERT D.· LIPSCHER 

ADMINISTRATIVE OFFICE OF THE COURTS 
STATE OF NEW JERSEY 

CN-037 
ADMINISTRA1JVE DnttcroR OF THE C\JURTS ® · 'l"RENTTN, NEW JERSEY 08625 

Joseph L. Bocchini, Jr. 
Chail:man, Assembly Law, Public 
Safety and Defense Camd ttee 
~-042 
State House Annex 
Trenton; New Jersey 08625 

Dea,r ChaiJ:man Bocchini: 

October 25, 1985 

' 
Your letter of October 23, 1985, inviting me to a hearing •to elicit . 
infonnation arid to discuss bid waiver procedmes for state. contracts,• 
advises that the Camd ttee is investigating the· "cirrunstances surrO\md~ 
ing ··the selection and involvement of .the fil:m of Price· waterhouse with 
the new cxmputer system within the Division of Motor Vehicles.• 

In addition, Aggie Szilagyi of your staff advised .Irrj office by phone on 
October 23 that the Camdttee is. interested in my answers to questions 
pertaining to bid waiver ·procedUres Mlile I .was Director of PUrchase and 
Property. 

This is to advise you (and, hopefully, to save time) that I am not in a 
p:>Sition to· Ccmnent directly or indirectly on the subject contract, which 
I understand may be litigated; as· a Judiciary employe, I am not pennitted 
to cxmnent ·on ·pending or jmpending court cases. 

' . . 

This is'to further advise you that I am in a position to tnake know:J_edge­
able carments only on Jnatters ariSing during my tenure, which· ended in 
May, 1983, and that I arn not in possession of "any written. info:cnation or 
documents which d~l in general with the bid waiver process. n ' 

Very truly yours, 

<il-L Q..~~ 
.Earl.Josephson . 
Publ.ic Infonnation Officer · 
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&!au uf ~rm lJirsrg 
DEPARTMENT OF THE TREASURY 

YIVISawN o.-: P-JIItCMAS& AHO .-ROPEJn'Y 
CNUI 

TRINTON. fiiiEW ~I IItSEY 018U 

• 

. MEMORANDUM TO: CABINET MEMBERS AND 
DIRECTORS OF ADMINISTRATION 

SUBJECT: Request for Waiver of Advertising 

We have revised Procurement Circular #25, Request for 
Waiver of Advertising, effective March 1, 1981, to 
reflect a serious concern in the area of confirming 
unauthorized waiver requests. 

... 

The policy of. the General Services Administration is 
to avoid waivers of advertised bidding whenever possible. 
All procurements are to be. accomplished through the 
competitive bid system, and waivers should be the exception 
not the rule in agency acquisitions~ · 

I strongly suggest better planning fr~m our using agencies. 
A 1arge number of waiver requests involve emergency 
conditions resulting from poor planning. Given sufficient 
lead time, the Purchase Bureau could prepare specifications 
and obtain the required products and services through the 
competitive bid process. 

I am asking for your assistance in directing agency personnel 
to comply with this policy. 

··. 

Attachment 
cc Michael Horn, ·Treasurer 

James Kennedy, GS~ Administ~ator 

N~w Jersey Is An Equal Opportunity Employer 
3)( 



To 

D!PAR'IMINT Otr THI TRIASURY 
DIVISION OF PURCHASE AND PROP£R1'Y 

PUReHASI 8U~EAU 

PROCUREM~NT CIRCULAR· 

.p:=:--
··~ 
-~ 

December 3, 1984 

Pt.lRPa)E AND PER!'INEl\-.;r . CBi\NGES 

1. Supersedes Procuretent Cil:cula.r i25, dated March 1, 1981. 

POLICY 

1. All p~~ and services are to be obtained through the .process of 
fol:ltla1 advertised biddi..'Plq. WAlVEPS CF FORM1\L ADVERI'ISlNG AP.E AN 
EXCEPI'ICN TO 'IRIS POLICY AND ARE EXP~SLY L!MIT!D m: ~ 
DESIQq. ·No products or services are to be p~"'"'ed by agencies 
without foma.l, advertised bidding c:onCucted by the Pu:'c:hase Bureau 
unless (1) prior writte.."l or ve.::Pa1 authorization to waiver 
advertisinq· is olT..ained fran the Purchase Bureau, or ·(2) the age."lcy 
p:rocurt::!te."'lt is pe.....""foJ::red in accordance wit.~· cune.."'lt ~ 
prov.i.d.ing for delegated DL..~ Pllrd".a..se, Special Proc::ure:re."'lt or 'l'em 
Contract purchasing. . . . . ' 

2. All requests· to waive .fcmral adver-~sing nust be subnitted on Fo::m · 
PB-129, ~ for Waive;- of Mve..,-using. In order to be processed, 
Part I of Fcmn PB-129 uust be catpleted 1.n;· its entirety, suppl.e!rented 
by pertinent documentation required by the form, and this circula:r, 
and accatpanied by the C!p?roprl.ation encumbrance ~eSt. fom (FQxm 
P.B6/AR40, ~sition-Purc:hase Bureau. or Fo:z;m PB3/~..R45-l, Agency 
IU!quest to Cbligate !\mds). It should be noted that delays in 
processing waiver requests result basically £:ran the lack of proper 
and c::acplete info::mation fran the requestinq agency. 

3. For public exigency requests, whe., the life, safety or health of 
individuals JmlSt be maintained through the imrediate perfomance of 
se.."Vioes or delivery of products, vel:bal authorization must be 
received by either the Director of the Division of Purchase & 
Property or the Purchase Bureau Supervisor prior to the actual 
purchase. If verbal app~.14-~ is granted, agencies should sul:mit all 
xequi:red paperwerk to the Purchase Bureau within 48 hours of that 
approVal. 

4. Infomal carpatitive biddinq arrong· supplie..'r"S nust be ~-for all 
purcha.ses even if a waiver of fomal advertising is granted. Sole 
source requests mJ.St be fully· and ~letely docurrented. 

5. Aqe."'lcy persennel who pi:oceed to cbliqate the State for t.l£e 
procure!Tent of qc:ods· ~ services without the necessazy prior 
authorization will be held personally liable for the exper..d.iture. 

. . 
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6. Agencies should verify with the. Purchase Bureau that requested 
products or services are net available. under State c:cntract,: or that 
a ~l.anket waiVer has not been established prior to · sul:lni ttinq 
requests for waiver to the Purchase Bureau • 

. PPLUDURE .. 

carplete ~items 1 thl:u 16, or write •not applicable" on Part I of 
Fox:m PB-129 and attach doctmentation prepared. in·· accordance with the 
guidelines qiven belCM. The c:atpleted Fo:z::m PB-129, required 
attachments and the 8p?ropriate carpleted eno:ari:>rance docu:tent (Fc:cn 
PB6/AR40 or Fom PB3/AR45-l) are to be forwarded dil:'ectly to the 
Purchase Bureau SUpervisor, 135 West Hanover Street, r«xm 303, 

.. Trenton, New. Jersey 08625. 

The followillq guide.l.ines relate to the mmbered i terr.s in Part I of 
the ~t for Waiver of Mve-~sing, Fcm PB=-129. 

Itens 1-9 Are self-explanatory. 

Item 10 mu:EF EXPIA~CN OF~ 

The agency is to provide clear, concise S\.lti'ma%Y of the natw:e and 
p.n:pose of the waiver. 'nle. synopsis should include a statetent of 
the scope of the service to be pe.rfo:ared. or the nat\xre of the pro:luct 

· to be obt.a..ined and what the aqency wishes to acc:atJplish. 

Exaitples. of the acceptable statements are provided be~·: 

a. "To procure the se.."'Vices of the National Ce.?lter for State Courts 
to ccnCuct a ccmplete m:ma~t stUdy of the operations and 
procedures of the Appellate Division Clerk's Office for the ~se 
of inver~gatinq potential ways of imp~ the Appellate eou.~ 
p~s." 

bo "For senr.ices as ~tant optcrretrist during fiscal year 1979. 
Services will include fi tt.inq and. adjusting spectacles, ocular first 
aid and glaucana. · st:OOies of inmates over 40 years of age." 

e. "'l'o fl.unish equl.txtent and expe_""t personnel. to· provide hot water 
and ·steam to building 1834 at the NJ Job Col:ps Center at Edison, ro. 
'lhl.s service is necessary for the operation ·of the food services 
facilities at the installation. It is tetrporary in nature pendinq 
inst.iUJ.aticn of new boilers to replace two 50 B.P. boilers \lwhlc..i. have 
1:eccne unserviceable." 

Item 11 CCMPEI'l'l'ICN. 

J.gericies are required to ~eek as much cmpetition as is . ~le 
and practical. under· the circumstances. of each waiver requested. The 
infoil'nation should include, (1) the ~ of fil:ms contacted, (2) 
the m:thod used in choosing fims contacted (i.e., in.....:U.St.ry data, 
previous expe.rier.ce, telephone directocy, etc.), (3) the ~ of 
proposals received including prices, and (4). the reasons for 

· selecting the reccmne."lded vendor~ 
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If required produet or service i$ available · fran only one ··source of 
. supply 1 this should also De fully docunented. 

The. results of all ~es, inc:ludinq proposals, price ·quotations, 
de.nia.ls, etc. , . iiiit be •ttached to the. waiver request fOCil. : . . . 

A brief concise indication of the conseque."lCes of not meet.:i.nq the 
desired delivecy date noted in bc:xK 6 must be prt;Wided. If there are· 
no adve..~ a:msequences, the aqency should indicate "none". · 
Presented belcM are repre~tivestateaents: 

• That XXX mmber of students wi.ll.not ha.ve- books. 

•· That funds in the cmount of ~ t6 be. received unde: 
Federal Grant Y'iY will be lost because • • • 

• '.l'hat. the..""e will be insufficient ·supplies of food to feed 
the agency population as of ZZZ date. 

In this section the aqe.."lCj' DUSt also reference the initial date 
(item 8) when it learned· that goods or se_..-vices were required in light 
of the timinq of the_ waiver request. 'lba aqe.."lCY should also .ccnsidc.,. 
and indicate if better planning or foresight en- its pert could have 
prevented the necessity for the waiver requested and what action is 
being' takeil to prevent future . occurrences. · 

Item 13· arHER. ~ ~ 

Proc::u.re!rent of consultants, data processinq, word proc:essing and 
telecc:mm.mications equipre.,t, and/or trai.ning can only be made with 

. the express approval of appropriate State agencies. Failure to 
. pmvide approval documents with the waiver, when-~ will result 
in aut:aDatic rejection and retul:n of the waiver xequest. 

Consul tents_ and Professional Services 

) 

Ali requests to hire consultants to perfox:m professional services JmJSt 
be approved .by the Office of. Management and Budget. . For specific . 

. details, refer to Office . of Management and Budget . Ci%cular Letter 
f84•7. ·ApprOvalS~ be sul:mitted with the waiver nquest. 

. . . 
Delta. Processing, . Word Processing,·· and Telecuauunications 

All waivers for consultinq services 2nd equipnent aCX2Uisitions in the 
fields ·of data processing', word processing and_ teleo::xtuunications. will 
be approved by the Division of. Purchase and Property. 
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A vendor proposal mu.st be attached ·arid signed by the vendor. In order 
to ]:)e accepted, each proposal mJSt eontaill the foll.Qw'in~ ir.fo1:mation: 

For Products 

• Total price, unit prlee or rentaJ.·rate quotations including 
all special tei:ms. . . 

• Co!plete description of the item includinq · the name, type, 
brand, xrcdel and catalog narce, mmber and date. 

• Physical characteristics incluci:inq height, weight, width, 
length, color, grade, size or thi~s. 

• ·Special purcha.sinq, delive:y · location or installation 
requ.i.retents such as addresseS, ·training, availability. of 
utilities or site preparation. 

• All special technical or pe.....-fomance specificaticr..s including 
vendor literature cr perfomance data. · ·· 

For Professional Se%vices 

• To-~ f.iJ:ln price (time and material ccnt.."'"acts are not 
acceptable) • · 

• Per dien rates by l..al:or cla.ssificatian to include all ge.'ler21 
and administrative costs, cwerhead, and pmfi t. 

• A detailed scope of work divided . into the l.oqical tasks and 
subtasks. of the project. 

... 

• A listing of the deliverable items that will l:e the 
end-p~..s of. the prOduct. 

• A.pmject schedule includinq milestone or key·dates. 

• Corporate qna l i fi cations of the fiJ::m. 

• A project organization chart giving naues of assigned· ve.~r 
staff. 

• Re~ of assigned staff. 

• References - evidence of past e>cperlence en s:imilar projects. 

For Technical Services 

• Total fil:m price. (t.irre and material CXlntract.s are not 
acceptable). . 

• Method of paymant (nonthly, hourly, etc.) • 

• Oltline of se.."'Vices to be perfomed by type and freque.."lc:y. 

· New Jersey State Llbt81J 1x 
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• ~fere."lces - evidence of put· __ eJCperience··on· s~ ·sern.ces. 

• Iil those cases ~ State and Fede-"'21 laws require licenses 
and. certifications, p;cof of $C!1te JlllSt be sul:mitted with 

. qUotations. . . . 

For Medical or Hospital Services 
.• 

• 'l'tr~ fil:m priceo 

• Per diem·.or hourly rates. 

• _Scope of seni.ces· by type ·and frequency. 

• Naires · of individuals_~. will perfom the required senices. 

Itan 15 JOS!'li ICATICN ~~ -

'the fo~..nq guidelineS- identify the nature and type ·of information . 
that should be included in the· justification $1:atement.$ · for each 
statutory citation. 

S2:34~9a SerJices to be perfo!lled are of a technical and -orcfessicnal nature. 

As a mat'-..er of policy, waivers are not ·raitinely granted for 
technical and professional servi.Q!s unless the follow.inq cOndition 
prevails and is docunented by the using agency. 

CCmpeti ti ve specifications·, placing all pot:ential bidders on .•an equal 
footing 1 cannot be developed because ·the scope 9f ~:rk is highly 
~lex, technical, unique or specialized a:di/cr sufficient lead tilre 

_to develop the bid specifications is not aWil.able. 

AS a matter of policy, waiVer& will be granted for legal services, 
and medical services. · 

S2:34 .... 9b 'n'le ~se ofp;risha.ble fooQ$ or.subsi~ sgpplies .. 

AS a matter of policy, this citation should :Dot be noma.lly used by 
a9fmeies except of the purchase of perishable or S\lbsistenoe foods 
which are not ~le through the State Distrihttion Center or an 
exist.ing State contract~ Perishable or subsistence fcx:xis are those 
which spoil or deterionte quickly and include fresh vegetables, 
meats, fish, dai%y .products, end bread items. 

52: 34-9c ·'the lease e>f .S\lch · o_ffice _ soaee, office machine;y S'Ceeialized 
ec:nrlment, bUildings· or real property as traY be · reoui.I'ed. ·for t;he 
conduct of the State • s buSiness. · · · · ·· 

. . . 

_As ~- matter of policy, these items will be bid cat"peti tively unless 
·tl)e fpllc:Mi.ng' condition_ prevails and is doc:-.nnented by the using. · 
agency: 

~titive ·specifications,_ placing .all p:rtential bidde.....-s on an eqlolal 
fcoting, cannot ~ developed because the scope of work is hic;hly 
canplex, technical,-·uniaue or specialized a:nO/or ·su:ffici~"lt lead t.iJre 
to -develop· the bid specuications is not avai 'able. .· 

,;.l:r'f.l_, 0 W' ·j ii .. ,,_ .... d" . ~n· v. -. 
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As a matter of policy, waivers will be granted for leases of 
buildings and real property. . .. 

S2:34-9d The ao=u:isition of anv real p;ppe;t:Y by Q'ift, ·arant w:rchase or anv 
other lawful manner in the name of and for the use of the State · · 
for the purpose o.f the State's bUSiness in accordance With. 
Bl)Orocriations ,made therefor· When trcneV$. are reau.ired for the 
accu.isi tion. 

As a matter of policy, this citation is rese..""Ved for. use by the 
Division of Purchase & Pl:operty. Aqencies should: not·request its u.Se 
without prior consultation with the Purchase Bureau. · 

52: 3·4-9e Suoolies or services, as to whiCh the bid prices after adve-"'tiSing 
are not reasonable or have nOt bee.~ indeoendently an-ived at in 
ocen CCITCeti tion. 

As a matter of policy, this citation is reserVed for use by the 
Division of Purchase & Pl:operty. Agencies should not request its 
use. 

52:34-lOa 'nle ~ is to be made fran, or the contract to·be made 
. with, the Federa.l or any State Gcwel:rme..~t or anv aae.1"1c::y or 
political subdivision, auasi-state or other aove.."7mental acency •. · 

. ·Justification ·should focus en price c:x:Jn?E!ti tiveness .· a."ld document the 
contractors qualification as a federal or state, political 
subdivision, quasi-r~te or other govemmental agency. 

52: 34-lOb The oublie exiaencv recuires the ilmediate . delive..""V of. the articles 
or perlo:ll"ence of the services. 

J.s a matter· of poliey, waivers are granted for pcl:)lic exigency _when 
.the fol.l.owinc; ccndi tions prevail and are docllaented by the usi."'lg 
agency: . . . 

• Ccmpe+'...iticn is not practical or cannot be obtai.'"led. 

• A potential health or safety haza....-ci exists. 

• A critical agency mandate, statutoxy. or operational 
requi.rere..~ DllSt be ftll fi , , ed. 

• Carpetitive speeifieaticns, placinq all bidders en an 
equal footing, cannot be developed because· sufficient lead 
tiire to develop bid specifications is ~ ava.ilable. 

Agencie·s Should describe the above . circumstanCes with pe.rt:inent 
detail and focus the justification an .the consequences of ncndelive...ry 
of the item of se-""Vices within the tiire fralte speeified·by the using 
agency. (Use It.el\ 12 on Fo:cn PB-129) · · · 

'fx 
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'52:34-lOc Oi'Uv one Cll source of· sUooiv is available· • 

Use Item 11 an Fo~ PB-_129 to doc:\lnent wby. the. recamenCed contractor 
is the only available source which can provide the item or services 
required. A thorough· explanation· should be qiven of what at~ 
were made to abt.aill a:zrp!ti tion and ·the results included with the 
waiver· request.· 

52:34-lOd M:>re favorable tems can be obtained fra'n a t)rlmarv source of S\.~lv. 

This citation should be used in these inr..ances where the intended 
purchase wiU be made directly .fl:t:m the· prilte ma..~ufactilrer. or 
supplier at a reduced. ~st \fw'hi.ch results fran the elimination of 
middlemen, i.e. , distributOrs, deal~ and . jobbers. This citation 
can also be used· whe."l special or spot purcha_ces ·are obtainable at 
reduced or witb ItOre· favorable delive..~ sehedules. 

Justification should focus on the cost-benefits of QbtalJ'ling the ncre 
favorable tei::ns of priee reduc-~on and delivm:y and Why they are 
necesscu:y or desirable. 

52:34-lOe Articles ·of wee_~ a=a."'"el are to~ ~c.'lased whiCh are stvleC. 
or ·seasonal in character. 

As .. a matter of policy, this ·citation is reserved for use by the 
DiVision of Purchase & Prope..-ty.. Aqencies s."lculd not request its 
use~ 

52:34-10£ Comodities traded on a na-""~onal mtur;dity e.~c:hanae are to be 
PUrchased ~.d flutt.:atior.s of t.l)e rrre.rket recui:te :i.mneO.iate aC:-d.on. 

As a Jt~atte%: of policy;·. this c:i tation is reserved for . use by the 
Division of Purchase & Prcpert:y •.. Agencies should not r~st.-its 

I 
~. . 

52:34-lOg The ecuianent to be 'PU-""'ChaseQ. is of a technical nature and the 
procurerent ~f)e~eo! withoUt advertisina is necessary in orde:- to 
a$~. stal'ldardization of eauime.."'lt arid intercha.~oe.$.i.litv of 
p:r:ts in the PUblic inte..~st. 

As a matter of . policy, these items will be bid c::c:n;:eti ti vely unless 
the following conditions prevail and are Coci-"''ented by the. usin; 
agency: 

• Carpetitive· specifications, placL.,g all potential 
bidders en equal· fex>t.ing, cannot be developed because 
the scope of wor)t; is unique or hiqhly specialized a..~/or 
sufficient lead time to develop the bid specifications 
is not available. 

• Alternate equipre."'lt or replac:e.m:nt parts will not 
function and perfom at the level of se._~ce or 
quality re.;uired. · 
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Item 16 DEPARIMEN'l' . COO'li ICM'ICN 

~ certification bQx liUSt be signed· and dated by the Pe:e-~t 
heado 

Conf.i.pning Waiver 

The aqency JIUSt indicate (by checking •yes" or "No") ~ or not 
the waiver requested is a confil:minq waiverJ that is, has t.'le ven®r, 
prior to sul:mi.ssion of the waiver doelment, been authorized to 
proceed with delivel:Y of the p%Cduct or service. · If the vendor ha.s1 
and prior approval has not been received frc:m the Purchase Bureau, 
the Departmant head's signature certifies reCeipt cf all. or por'"..ion · 
of the products/services,·~ that the prices c:ha.xqed are reasonable •. 
'1M asency shall also type the words •Confil:mi.ng Waiver" en the 
bottaD of the Fcm PB-6/AR40 or P.B-3/AR45-l. CCNFIRMING WAlVERS ARE 
A VIatATICN OF STATE Pat.IC'i AND ARE NOl' ~. The ·fact that a 
waiver· is confiJ:minq does not lessen an. agency's .resp:r.sibility to 
carplete the e."ltire waiver request package. 

t' 

llx. 



\ : 
., 

( 

c 

ittatr uf *'~ Jrrsry · 
DEPARTMENT OF THE TREASURY 

DIVISION CF PURCHASE AND PROPERTY. 

Cflt038 
TRENTON. NEW JERSEY 088.25 . 

February 11., 1981 

. MEMORANDUM TO: AsSISTANT Ca1MISSIONERS AND 
DIRECTORS OF ADMINISTRATION 

SUBJECT: Request for Waiver of Advertising 

The attached waiver policy .and procedures have been developed O\!er the 
past several months and will be. effective t1arch 1, 1981. The obje.ctiv.es 
of the procedures are to: 

• Speed up and simplify paperwork and processing. . 
• Eliminate a separate waiver letter and consolidate pther 

data· transmittals. 
• Give agencies greater insight and advi~e on what infonnation 

the Purchase Bureau needs to process. a waiver without having 
to send it back. for missing infonnation. 

Consistent with the availability and degree of competition practical, 
the granting of ~ waiv~r of advertising does not lessen our mutual 
responsibilities to (l).articulate reqt.~irements, (2) negotiate the most 
favorable arrangements in the State's best interests, and (3) obtain 
the best prices. t1any times it is. possible to obtain infonnal solici~ 
tations in very short periods of time. However, o\Jr experience is that 
agencies wait too long before contacting the Purchase Bureau. Ttais · 
contributes to a crisis atmosphere and a breakdown of effective 
conmunication.. It is important to notify the Purchase Bureau as soon 
as need isdetennined. Such practice would go a long way to helping us 
perfonn our. mutual responsibili.ties. 

As with any new procedure, there undoubtedly will be questions and 
circumstances that have not been properly addressed. We want to remain 
open and receptive to these situations and any other suggestions you 

·may have on how to improve the process. Over the next several weeks, 
staff members of the Purchase Bureau will be arranging sessions with 
various agencies to produce a better understanding of and to answer any 
que$tions you may have about the new system. 

<i-~~~-
Earl Josephson 
Special Assistant in Charge 

Attachment 



Item 13 

Item 14 

0 

• 

• 

Pase 3 of 8 

that XXX number of students will not have books. 

That funds in the amount of XXX to be received under Federal 
G~ant YYY will be lost because ••• 

That tberewill be insufficient supplies of food to feed tbe 
agency population as of ZZZ date. 

In this section the agency must also reference the initial date (item 8) 
when it learned that soods or services were required in li&ht of the 
timing of the waiver request. The agency should also consider and indicate 
if better planning or foresight on its.part could have prevented the 
necessity for the waiver requested and what action is being taken·to pre­
vent future occurrences. 

OTHER AGENCY APPROVALS 

Procurement of consultants, data processing, word processing and tele­
communications equipment, and/or training can only be made with the 
express approval-of appropriate State agencies. Failure to provide·approval 
doc~ents with the waiver when required will result in automatic rejection 
and return of the waiver request. 

Budget and Accounting 

All requests to hire consultants to perfonr professional services must be 
approved by the Division of Jpdget and Accounting. For specific details, 
refer to Budget Bureau Circular Letter 180<=14. Approvals~ be submitted 
with the waiver request. 

Division of Data Processing and Telecommunications. 

All waivers for consulting services_and equipment acquisitions in the fields 
of data processing, word processing and telecommunications must be approved 
by the Division of Data Proc~ssing & Telecommunications prior to submission . 
to the Purchase Bureau. 

Civil Service 

Waiver requests dealing with vendor eXpenses related to Staff Training of 
employees must include an approved Civil Service Form CS-94. Approval 
documents must accompany the waiver request. - ' 
VENDOR PROPOSALS 

A vendor proposal must be attached and aigned by the vendor. In orde.r to be 
accepted, each proposal must contain the following information: 

For Pro.duc: ts 

• Total price, unit price or rental rate quotations including all 
·special terms·-· 

• Complete description of the item including the name, type, brand, 
model and catalog name, number and date. 

Physical characteristics including height, weight, width, length, 
color, grade, size or thickness. 

Special purchasing, delivery location or installation requirements 
such as addresses, training, availability of utilities or site 
preparation. · 

All special technical or performance specifications including vendor 
literature or performance data. 
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52:34-lO(d) 
~. 

More favorable terms can be-obtained from a primary source of supplY• 

( 

( 

This citation should be used in those instances where the intended purchase· 
will be made directly from the prime manufacturer or ~upplier at a reduced 
cost which results from the elimination of middlemen, i.e., 4istril>utors, 
dealers and jobbers. This citation can also be. used when special or spot 
purchases are obtainable· at: reduced cost or with more favorable delivery 
schedules. 

r 

Justification should focus on the coat-benefits of obtaining the more 
favorable terms of price reduction and delivery and why they are necessary 
or desirable. · 

.52:34-lO(e) Articles of wearing apparel are to be purchased which are styled or 
seaso11al in charaeter. 

·As a matter.of.policy' this citation is re$erved for use by· the Division 
of Purchase and Property. Agencies should not request its use • 

.52:34.-lO(f) Commodities traded on a national commodity exchange are to be purchased 
and fluctuations of the market require immediate action. .. 

52:34-lO(g) 

Item 16 

As a matter of policy, tbis citation is reserved for use by the Division 
of Purchase and Property. Agencies should not request its use. 

The equipment to be purchased is of a technical nature and the procurement 
tbereof without adv~rtisingis necessary !n order to assure standardization 

. of equipment and interchangeability of parts_ in the_ public: interest. 

As a matter· of· policy • these items will be bid competitively unless 
tbe_following conditions prevail and are documented by the using agency: 

• Competitive specifications, placing all potential bidders 
on equal footing. cannot be developed tiecause the scope of 
work is unique or highly specialized and/or sufficient lead 
time to develop the bid specificatiOJ:lS is not available. 

• . Alternate equipmt!nt or replacement parts will not function and 
perform at the level of aervice or quality required. 

DEPARTMENT CERTIFICATION 

Tbe certification box must be signed and dated by the Depar.tment head. 

Confirming Waiver 

The agency must indicate (by checking "yes" or i'no") whether or not the 
waiver requested is a confirming waiver; that is, bas the vendor, prior 
to submission of the waiver document, been authorized to proceed with delivery 

.of the produet or service. ·If the vendor bas, and prior approval has not 
bee.n 'f,'eceived from the Purchase Bureau, the Department head's signature 
certifies· receipt of all or portfon of the products/services, and that the 
prices charged are reasonable. The agency shall also type the words 
"Confirming Waiver" on the bottom of the Form PB-6/AR40 or PB-3/AR45-l. 
CONFIRMlNG WAIVERS ARE A-VIOLATION OF STATE POLICY AND ARE NOT ENCOURAGED. 
The fact that a waiver is confirming does not lessen an agency's 
t:esponsibility to complete the entire waiveT request package. 

tt/x · 
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ftute of Nrw ilrrsey 
DEPARTMENT OF THE TREASURY 

GENERAL SERVICES ADMINISTAA '!ION 
. DIVISION OF PROCUREMENT AND CENTRAL SERVICES 

CN 039 
,.RENTON. NEW JERSEY 08625 

·'::. 

Apri 1 24-~ 1985 

M t M 0 R A N D U M 

TO: Commissioners, Executive Directors, 
Directors of Administration ~ 

FROM: J~mes J. Rose~.· ............ ~ . .<: ~ 
D1rector ··w~~ ~ -

. . 

SUBJECT: Reminder: Waiver of Advertising Procedures 

Although a revised procurement circular governing the requests for Waivers of 
Advertising was distributed on December 3, 1984, it appears as though many · 
departments/agencies still do not clearly understand the designed procedures 
governing waivers. 

Specifically, it must be understood that all products and service$ are t~ be 
obtained through the process of formal advertised bidding. Waivers of 
Advertising are an "Exception" to the policyand are limited by statutory 
design, as indicated in the listing below:· 

Citation 

· 52 : 34-9 (a ) 
-9{b) 
-9(c) 
-9(d) 
... g(e) 

52:34-lO{a) 
-lO(b) 
-lO{c) 
-lO(d) 
-lO(e) 
-lO(f) 
-lO(g) 

Description 

Technical & P~ofessional Services 
Perishable foods or subsistence supplfes 
Leasing of equipment & office space 
Acquisition of real property 
Unreasonable bid prices 

Contract with government agency 
Public exigency 
Sole source 
Primary source 
Seasonal wearing apparel 
Fair trade commodities 
Existing equipment compatibility 

1.5x 
.Veu· Jersey Is :in Equal Oppurtun ilU Employer 
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Waiver of Advertising Procedures Apri 1 24, 1985. 

(_ Page 2 . 

\ 
\ 

( 

I· have. noted that depa rtments/ag·enci es continue to request proposa 1 s for 
professional services directly from private sector firms. This practice 
creates an environment wherein potential vendors_ believe they have the sole 
right to a contract. As such, this is to be discontinued. · 

When a department is in need of specific professional services, they should 
contact the Purchase & Contracting Bureau; Professional Services Unit •. Upon 
contact with the Professional Services Unit, an individual(s) will b~ assigned 
to work with your department on developing a clearly defined Scope of Work. 
The scope of work will be developed to address a.11 phases of the professional 
service required, i.e., feasibility study, design, implementation and . 
eva 1 uati on. 

Even when it becomes feasible to proc.ure the required services through a Waiver 
of Advertising, competition is the rule in selecting the best .firm for the 
project. · ·. 

Attached please find an addendum to Purcha~ing Ci~cular 25A, which clearly 
delineates the steps to be. used whenever a waiver is necessary for professional 
services. 

Requests for Waivers of Advertising should be authorized and endorsed directly 
by the Cabinet Officer or Executive Agency Director. Requests for Waivers of 
Advertising not.propetly endorsed will be returned for the appropriate 
signature .. 

Requests for. Waivers of Advertising for Profess iona 1 Services sha 11, in those 
instances where feasible, restrict a consulting firrii to providing the needs· 
analysis and/or feasibility studies. 

~:~.Consulting finns will be required to accept an exclusivity clause .which will 
~ void their right to bid on the actual design and implementation contract. 

Sub~equent to th~ award of contract, the consultant shall submit quarterly 
narrative and financial project reports to the Department Head and a copy to 
the Oi vision of P~rchase and Property. · · 

Please inform your staffs of this procedure to insure adequate lead time for 
the Purchase Bureau to respond in a timely manner to meet your needs~ Should 
you have any questions in relation to projected projects, please feel free to 
contact me •. Finally, please remember~ the greater the lead time provided, the 
more comprehensive the project design and, eventually, the rnore effective your 

· operation. 

jd 
Attachment (PC 258). 

16x 



. . DIPAA,_INT 0' TMI TRIAIURY 
DIVIIION 0' PUftCMAII AND PRONNTY 

PURCMAA aUAIAU . 

PROCUREMENT CIRCULAR 
Rt1.JJEST FOR WAIVER OF lDJERI'ISED BIDOINl 

FOR CXIlSULTANI' /PR:>FESSIONAL SERVICES 

•• 
PC 

~====~==~----~==~----------------~--------------~----~~~~~---r. ltfec1ne Daae I 

........ ., 
ADril 24, 1985 

1. Suwlements Procurezrent Circular f25A dated Decelrber J1 1984 as it 
pertains to requests for consultant/professional services. 

II. POLICY 

1. '!be Department of the Tre.a.suey 1 General .Services Administration 1 (GSA) 1 

requires that ~ests for Waiver of Advertisinq for 
consultant/professional services be qrarited only when ~tition has.· 
been received fran at least three· (3). or ncre fims. 

2. In those situations where ~tition is not available or a public­
exigency exists 1 a decision will be made by GSA as to whether or not a 
waiver should be granted" 

3. · ·The ~st for· Proposal (RFP) will be developed jointly by Purchase 
and Contractinq and the usinq agency. The .scope of effort shall 
include the task (s) to be performed and· delineate the need for any 
additional phases or tasks required subsequent to the initial effort. 
This is essential to place all vendors on an equal footing 

III. P~ 

A. catpetition is to be solicited fran at least three (3) fil:ms. All bid 
proposals are to be evaluated aqainst the requirements of the ~est 
for Pl:oposal docunent. 

B Fonn PB 129 1 Pequest for waiver of Advertisinq 1 should be c:x:ztpleted in 
accordance with Procurertent Circular t2SA, ~st for Waiver of 
Advertisinq. 

c. A copy of the Request for Proposal document and copies of all bid 
proposals should be included with the waiver package. 

D. A justification describing the rationale for .selecting the recamended 
vendor should be prepared and subni tted with the waiver package. 

17x 
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E. In accordance with CJt1B Circular tetter 185-301 Review of 
. Consultant/Professional !!equests By tbe · Di vi$ion · _Qf· Mana:9f!!!rit 
Services, Office of Managem.ent and Budget, the . entire Je:;uest for 
waiv'er package is to be-·fOIWUded to the Director .of Management 
Services, a-m· for review· and approval •. CMB will forward all approved 
requests to the Di visj.on of Procurarent and Central Services 1 Purchase 
an4 ·Contracting for proCeSsing. · · · · · 

. . 
. . 

r. ~t to the approval of the. Request for waiver and initiation of 
the project by the vendor 1 ·it is_ the using. ageru:y • e responsibility to 

- li()nitor the contractor's pmqress and ·to authorize payuents •. ·. 

· G. A pmqress repox;t is tO be subnitted to the Purchase and Contracting on 
a quarterly · basis delineatin9 the contractor's progress. 

H. At the conclusion of the. project a final written report is to be filed 
with the Division of Procurement and Central Services assessing the 

· contractor • s perfotmanee, i.e. ability to meet tilrelines 1 furnish 
deliverables, etc. The using agency should indicate in the ·report 
whether or not they would again enqaqe the. services.· of the cont.raetor. 

I. The Request. for Proposal decurrent should incorporate:the following· 
infox:mation: 

· 1. Purpgse ~ Int.ent 

'!'he RFP should start ·with a statement of intent or ~se to a~t 
the bidders with the general reason for the proposal. 

2. Backg'rOund 

. This should include a description of the function of the agency for 
which the setvices are required, a fairly c;letailed explanation of 1Nhy 
the services are needed, a description of the rnethcd or system 
presently errployed (including its deficiencies) , the staff and 
resources available, and the objectives _of the agency •. 

3. Infoxmation. for Bidders 

This should tell biddex's how to fill out the proposal as well as alert 
bidders. to_ the key -dates that are needed such as bid open:i.ng, site 
visit, bidder's a:mferences, _etc. A list~ of critical dates shOuld be 
includ$d such as: 

Q Date, time aJ'\d location of the propc>sal conference 
if one is to be held, ana whether or not attendance 
is mandatocy ~ 

o If no bidder's ex>nference is held, the deadl~ date 
for written questions, if any o 

l!x 
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o ·Date, ·tilte and location of site inspection, if ane 
is to be held, and whether or not attendance is 
mandatozy. 

o Date, t.il'le and location of proposal sul::mission. 

o Startinq date of the project or,. if the exact date is 
unknown, a statement such as: · 

•The project will start within 30 days of the 
award of the contract. • 

o· Project .catpletion date or tiina limit, such as: 
, 

· •Project IIUSt be c:atpleted on· or before 
DeceuLer 31, 1985." 

4. Contractual Terms and Conditions 

'!his ·section should contain, in great detail, the overall contractual 
teuas and conditions. The contractual relationship between the State . 
and . the con~ctor is fundarrentally established in this section arii 
should therefore be cat"pletely and clearly written. 

5. Scope of ltk>rk 

This is a· detailed, step=-by-step description of the wrk to be 
perfoxned by the contractor. It should be orqanized in a 1oqical 
manner sequenced to reflect the order in which the "-''rk is to be 
perfoxned. The. sequence of Work should be structured in a manner which 
identifies the najor task headinqs and also the sub-tasks within each 
major task which are necessacy in performing that piece of work. A· 
task is defined as a discrete unit of ~rk ··to be ·perfoxned. Sub-tasks 
are defined as those detailed activities that catprise the, actual 
perfom.ance of the task. 

'!'he .. sum ~ of all tasks and sub-tasks makes up the Scope of w:>rl<. 

At the end of each major Task Section, there should be delineated the 
deliverable items that are produced as a result of successful 
eatpletion of the task. A deliverable item is defined as tanqible 
evidence that the work has been eatpleted in ~ satisfactory mariner in 
accordance with the task specifications. For exarrple, in a feasibility 
study, a deliverable may be a report cxmtaininq the data to be 
developed by the respective .task. · 

orider the scope of work, each task to be .perfonned is described as 
carefully and with as rruch detail as p:>ssible. Before this section is 
written, a thorooqh analysis of the problems that exist, the intended 
goals and sare possible methods of achieving these goals should be 
made. ' 

19x 
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'l'hi$ section is the rrcst in;xlrtant. part of the . :RFP. · A ·gOod · 
specification will produce responsive proposals ·~ ease the task of 
managinq the project. · 

Each task should be described in a ·separate, numbered paragraph and 
~ shwld be a deliverable product for ~ch task. '!be tasks can be 
used as scheduled milestones and acceptance of the. deliverable items 
Will signify satisfactory carpletion of each task. · 

·Deliverable products can be listed. after each task, but must be listed 
in a surrmary schedule cr0$s referenced by the appropriate ~ . ~. 

•. 

6. Tasks to be . Canpleted 

All task performance will be specified, identifying ··the sequence of ·the 
activity, the necessary elements within each task, the re~tionships 
between tasks, the interdependencies and chronology of task ~letion 
and ~Y restrictions or continqencies for proceed.inq at the end of a 
specified task • 

. 7. Oellv~able ·SU!m!ry and Schedule 

'Dlere should be a surrmary section which lists au the various 
deliverable itemS together in their sequential order. This is 
desirable so as to review the project deliverables as a group. Also, 
if it is desirable to establish precise due dates ·for each deliverable 
this can be done here. All· time lines shoUld be expressed as 
cxmteneing on the date of contract award and thereafter based on lapsed 
time days. · 

8, froPosal Preparation Instructions 

The RFP uust cxmtain directions to ·the bidders on preparation of the 
proposal. These directions are ilfi:ortant/ and bidders nust be made to 
·understand that failure to follow the fo:cnat may reSUlt in rejection of 
the proposal. 

Typically, the proposal is divided into three major parts: the 
technical proposal, the cost proposal and ·the bidder's staff 
qualifications and experience. 

9. Technical froPosal 

The technical proposal should contain each task with an explanation of 
heM the consultant plans to approach the task and the steps that will 
be taken. to carplete the task .. -

This· portion of- the proposal should close with a surrmazy of problems 
which the bidder might reasonably expect and a proposed ·solution to all 

· anticipated problens. · 

10. · Cost Proe?sal 

The cost proposal should contain at least the follO«ing infoonation: 

o The cost for the entire project brok.en down by the 
activities or steps~ on the project schedule. 



o Estimated periodic · billinq to the State based an 
the (X)St of the deliverable items. 

o Cost or pricing details: 

- Hours by category, hourly rates, and total labor 
broken .out by professional and other by task. 
~tes are to include all overhead and profit. 

- Purchased Materials - items to be purchased, 
estimated unit ex>sts am· quan~ties ·by task. 

- Travei, lodqing and other direct expenses 
by task. . 

, 

- Sub-contract (X)Sts by task. 

Bidders shoUld be instructed to show detailed costs by task as listed 
in the specification. 

11. Staff ()Jalifications and Experience 

The final section of the proposal shwld contain the vendor's 
organization, experience, both in general and in projects similar ·to 
the subject of t.'le RFP, and resunes of the. staff. to be assigned to the 
project. · 

The bidder shoulQ list his headquarters and nearest offices and 
identify the office which will serve as ·the manaqing office for the 
project. 

A chart of the bidder's orqanization which shatls the level of 
responsibillty of key project staff nerbers··within· that organization 
should be required. Also, a chart of the project orqanization with the 
names of the staff to be assigned should be required. 

The bidder should supply a list of personnel to be assigned, their 
function in the project, their labor category ·and a detailed resurre for 
each person assigned showi.nq quantified experience. . hidi tionally the 
bidder shall state whether the staff will be workinq on-site or at the 
bidder • s premises. The bidder • s project manager who is responsible for 
the. ent.iie· effort rrust be identified. 

'i'he bidder is to supply doc\xnentation clearly showinq past experience 
in perfcllninq simiJ,.ar projects. Also a financial report or barik 
references of recent date should be furnished to pennit ~luation of 
financial capability. Finally, the bidder should supply a manload 
chart for each task whiCh will shew the carmitment of staff members to 
the project. Here again, a standardized foon will be of ·help in 

· obtaining proposals of a unifom sttucture for ease of evaluation. 
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S':'aTE ~AEASI.iREA 

STATE OF NE'W' JERSEY 

PEP-~RT~lEST OF THE TR·E .. ~Sl.:RY 

STAT~ Hot.:sE . 

C!' 002 . . 

T:RE~TOS. :!'E"· .j ERS £"\- oea ::!.·5 

A~sl;.st 15, 19S5 

l-1-EHORANDUH TO: ALL DIVIS!o:; DIRECTC?.S 

FRO~: Michael ~- Her~ 
State Treasurer 

SUBJECT: Gcver~o='s Ball 

Pursuant to the prc~~sions o~ the D~partment of 
Treasury Code of Ethics, : have deternined that it 
would not be appropriate to accept tickets to the 
upcoming Governor's Ball from any person or entity 
which does business with the Department of Treasury. 
I£ you have any questions regarding the interpretation 
of the foregoing, please contact me. Your co~peraticn 
is appreciated. : 

Mr-1H: jb 

cc William L. Stringer 
Susan M. Connell 
John Fuchs 
Felitia t. Garland 
Jeri Warrick~Crisrna~ 

· Stuart A. \'ieiss · 

~~\~· 
l-1. M. H .• 

.. 

-· ...... 
....... . ~ ... 

.AUG 1'! 1985 
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DEPARTMENT OF LAW AND PUBLIC SAFETY 
DIVISION OF MOTOR VEHICLES 

IRWIN f. KIMMEL.MAN 

ATTORNEY GENERAL 

Aggie Szilagyi 

25 SOUTH MONTGOMERY STREET 
TRENTON, NEW JERSEY 08666 

October 24, 1985 

Aide, Assembly Law, Public Safety 
and Defense Committee 

Room 347 
State House Annex 
Trenton, New Jersey 08625 

Dear Ms. Szilagyi: 

ROBERTS. KLINE 
ACTING 01 RECTOR 

Pursuant to the request of your Committee, enclosed please find two 
letters from Price Waterhouse dated July 21, 1983 and July 28, i983, which 
supplemented the Price Waterhouse contract with the Division of Motor Vehicles. 

These letters had already been supplied to the Committee at an earlier 
date. 

Please let me know if I can be of further assistance to y~uo 

MSG:jm 

· Enclosures 

Sincerely, 

Marc S. Galella 
Executive Assistant 

cc: Robert S.Kline, Acting Director 

New Jersey Is An Equal Opportunity Employer 

d<.3x 
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July 28,.1983 

Mr. Clifford W. Snedeker, Director 
Division of Motor Vehicles 
25 South Montgomery Street 
Trenton, New Jersey 08666 

Dear Mr. Snedeker: 

Suoplement to DMV Proposal 

D•ted Julv 12, 1983 

65 ~A-".:'SON A'/E~~lJ~ 
MoP.;::;;srowr..~. ~JJ 07SSCJ 
201 :~r.;.agao 

This letter is the second supplement to the Price 
Waterhouse Proposal for the design and implementation o_f the 
Net-t Jersey Merit Rating Plan Surcharge System and the Comprehensive 
Oi.l-Line Driver/Owner Information.and Management System. 

Price Waterhouse, by this supplet:tent, amends the proposal· to a 
contract amount not to exceed $6,500,00G.OO, ~~eluding out-of-pocket 
expenses incurred in connection wtth the assignment. Out-of-pocket 
expenses include such costs as transportation, ~edging, per diem for 
out-of-town staff and other miscellaneous expenses and will not exceed 
8.8% of professional fees. 

Very truly yours, 

Price t.Ja terhol,lse 
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STATE OF NEW JERSEY­

DIVISION OF MOTOR VEHICLES 

SUPPLEMENT TO JULY 12, 1983 

PROPOSAL TO THE DMV FOR THE DESIGN 

AND _IMPLEMENTA~ION OF: 

• New Jersey Merit Rating Plan 
· · Surcnarge System 

Comprehensive On-Line Driver/Owner 
Information and Management ·system 

* * * * * 

_JULY 21, 1983 
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65 MADISON AVENUE 
MORRISTOWN. NJ 07960 
201 540-8980 

.:{f:,.~. 
July 21, 1983 

; Jl·'? ~ 
: ..... -... -: 
--;·.fir~- .. 

. '.:··Mr., Cliff·ord W. Snedeker, Director 

.·!/:Division of Motor Vehicles 
':.:25 South MontgoQlery Street 
. ,~renton, NJ 08666 

.; __ Dear Mr. Snedeker: 

The purpose of this letter is to· supplement the July. 1-2·, 198~ 

Price Waterhouse Proposal for the design and imp~.ementation of the 
.New Jersey Merit Rating Plan Surcharge Syst~~ and the Compr~hensive 
·on-Line Driver/Owner ~nformation and Manage~ent System. The 
·:following information respnnds to questions wh·t.·.:h were raised by: 

. 
· ... 

. : .... ~ . . 

Division of Systems and CommunicatiQns 
M~. Donald J. Bianco, Director 
Mr. Robert Meybohm 

Division of Data Processing and Telecommunications 
Mr. LeRoy Weber, Director 
Mr. Henry Murray 

Office of the Attorney General 
Mr. Dennis Bliss, Director of Administration 

Division of Purchase and Property 
· Mr. Giulio Mazzone, Supervisor 

during theirindividual reviews of the proposal document. 
:~~ .;~~=~-~-

* * * * * 
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1. Price Waterhouse will undertake the entire design, 
development and implementation, including _program coding and 

.testing, of the New Jersey Merit Rating Plan Surcharge. 
System. The detail staffing plan for this effort appears as 
Attachment I of this letter. ·· 

2. Price Waterhouse will bill the State on the fifteenth.of each 
month for the professionaltime and out-of-pocket expenses 
incurred during the preceding month. ·The billing will 
include a detailed breakdown of_ hours and expenses inc_urre~ 

and will be supported by a ~!itten progress report •. · 

3. The scope of the project is outlined in the July 12th 
proposal and more precisely defined in the recently 

·completed Requirt!ments Definition Study document which is 
attached. Any signif::.cant deviations from ~hese documents 
due to signifieant ~~ope revisions or changes in require­
ments which impact the total proposed fee will be subject to 
renegotiation of the contract. 

4. For the Merit Rating Plan Surcharge System, we will require 
space for at least three people at the Division of Syste~s 
and Communications Data Center beginning July 25. This 
number will increase to six by the-end.of August when we 
will also require four IBM 3270 equival~nt terminals. 
Fac~lity and terminal resources for the On-Line System_ 
development team will be identified and communicated to DMV 
and SAC during the latter part of August. 

s. At this time~ we anticipate no significant impact on the 

existing communicatibns network to accommodate the Surcharge 
System. Network requirements-for the Comptehensive On-Line 

System will be defined at a later date. 

p(7x 
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6. 

- 3 - July 21, 1983 

Attachment I contains the partner and senior manager 
·commitments for the Surchar$e System·. Si~ilar information 
for the On-Line System will be produced by the latter part 
of August.·. Designated me~bers of the :project team will meet· 
theii" commitments to this engage.ment. 

Detailed requirements apd de$ign of the Surcharge System.will 
be completedon the·planned dates indicated on Attachment I. 

8 •. A final decision has not been made with respect to utilizing 
a dat• bas~ management system for the Suichar~e System •. 
Should a DBMS be required, PW will make a best .e.tfort '·to 
utilize the Applied Data. Research DBMS presently installed 
in.the Division of Systems & Communications Data Fenter. 

9. The State must rely on cooperation fro~ the insurance · 

industry in. the cap~ure and reporting of additi~nal data 
elements such as driver licensenumber and social security 
number~ Preliminary discussions with several insurance 
companies have indicated their willingness to capture and 
·report additional data in order.to facilitate the proposed 
insurance company interface. 

Price Waterhouse arid DMV are keenly aware of the stringent 
C·Ontrols which must be established in the interface with the 
mu.nicipal courts. Appropriate controls will be established 

· as part of the overall security system for the On-Line 
System and-initial implementations. A plan for subsequent 
imple~entations will be developed for the smaller courts 
after the DMV has had an·opportunity to assess the impact of 
higher-volume courts -inputting data directly into the . 
On-Line System. 
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Mr. Clifford w. Snedeker 
Director 
Division of M:>tor Vehicles -4- July 21, 1983 

11. W:.·believe it_will_be ncre accurate, efficient and cost­

effective to add new data elements to the file on a 

prospective basis, rather than perfonning a massive 

accumulation and conversion of ~ data elements during the 

system .iltplenentation phase. 

12. A conplete tinetable, including detailed staffing and 

resource requirements, ·for the Colprehensi ·"·e On-Line System 

wil_l be developed and presented;-during the latter part of 

August, 1983. 

13. Price _waterhouse will enter into a contract with the State of 

NaY Jersey which will guarantee delivery of the SUrcharge System · 

by January, 1984 and the 01-Line System by J1.me, 19&5. 

'Ihe specifics of the Price w.~terhouse guarantee concerning the 

aforenentioned delivery dates will be delineated under the tenns · 

of the contract to be entered into by the State of New Jersey and 

Price Waterhouse. In addition, the contract will specify the · 

renedies available to each party in the event that these condition~ 

and deli very dates are not net. 

Should you have any requirement for additional information or 

· · ·. cl.atifications, please contact Mr. W. J. Driscoll. 

Vecy truly yours, 

Attacr.rrents - As Stated 
---~··-------

~'lx 
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E. Program Design 
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DlVISION OF. M:>TOR VFlfiCLES 

MERIT RAI'Ir{; PIA~ SURcaARGE SYSTEM 

PRELrniNARY. STAFFING PLAN 

ESTIMATE OF EFFORT. (HRS) 
·-START 

DATE 
ESTIMATED 

. END DATE . PARTNFltS SR. 1-CRS • OONS. 'IO"rP-L 

7/18/83 7/29/83 8 24 32 

7/19/83 7/29/83 24 112 40 176 
~ -...•. ·. 

8/1/83 . 8/31/83 8 40 ... 48 

8/1/83 8/31/83 40· 160 240 440 

8/15/83 10/15/83 24 80 240 344 

9/1/83 11/15/83 40 . 160 1,280 1,480 

11/1/83 12/31/83 40 120 640 800 

10/1/83 10/31/83 24 120 80 224 

11/1/83 12/31/83 24 80 80 1S4 

1/1/84 ~1/31/84 40 120 160 320 

272 1,016 2,760 .4,048 

Personn~l Allocations 

Bill Driscoll 25% 
Ron Advani _50% 

10% Roy Levi 
50% Kishore Rarnchandar 

John Singel 25% 40% Mandel Schrager 

rotE: These hours a.re included in the July 1, 1983 - December 31, 1983 staffing 
estimate on page y-4 of om-· proposal. 
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