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| ASSEMBLYMAN JOSEPH L.  BOOCHINI, JR.: Let's get started.
Thank you, ladies and gentlemen, for coming here this morning,
especially Mr Kline as . wéll as the - representatlves o.f' Price
Waterhouse. I have a brief statement 1'd 11ke to open thls hearmg-
' The purpose of this hearing 'i's to ‘elicit information and to
investigate recently ‘highlighted camputer problens at the Division of
- Motor Vehicles (DMV). In the. last few weeks we have read in the
newspapers that the new computer system at the Division is unable to -
keep \ up th'e work .1oa'd of 'rehewing motor ‘vehicle licenses and
) reg:.stratlons. : ' - | | o
. During this publlc hearmg the Comnu.ttee w1ll gather-
f information on that problem, as well as other canputer proolems wh1ch
) may inconvenience the motorists of this State m the future.

We have with us today, Robert Klme, the Actmg Dlrector of
’the Division of Motor Vehicles, and representatives of the natlonale
accounting firm of Prlce Waterhouse, who will prov1de us with
background infornﬁtidn, - and hopefully answer all questlons the
_ Conm1ttee ‘may have: this morning. v

I have stated this at prior Coxmuttee meetmgs, but it bears
repeating. The Division of Motor Vehicles is an agency of vgovelrmnent, -
which reaches into almost every household in the State of New Jersey.
| The Division ‘has over 20 million contacts  annually with: the public,
either by mail, telephone, or directly. For many citizens in '-Nyew»
‘Jersey,' the Division of Motor Vehicles teprese’nts the piihciple point
of contact with State Government. The Division's effectiveness ‘as a
public servic'ev agency, shown by 'tiJ.nelydispatdl of its business with
integ’rity, efficiency, accuracy, and courteousness, -is representative
‘of‘ the effebctiv'eness of State Government operations in general. It 1s
extremely J.mportant that the level of public serv1ce prov1ded by the
D1v131or1 meets or exceeds the public's expectatlons. ‘

This public hearing is in response to the general pubhc sk
‘concern for a stable, ef.f1C1ent, and well managed Dlv1s;m of Motor
Vehicles. | o | -



. ASSEMBLYMAN BOCCHINI: Good morning. - Bob, do_you_ have any :

""B’evare‘ 1 proceed. any further,‘ if T 'might, I'd like to

'“mtroduce the Cormuttee Members. . Assemblyman Pelly, Vice Chairman -

. Assemblyman LaRocca, Assemblyman Schuber, and I ‘believe Assemblyman.
-l";“Martm may be here—— (as Assemblyman Martin enters) And w1th a-

' grand entrance, Assanblyman Martin is now w1th us. :

) Gentlemen, are there any ccmnents you would like to make.
before we begin? Frank? ‘Nick? Pat'a : R_obert? (negat:v‘.ve.vresponses

‘_mdlcated) Actmg D:Lrector Klme. v . o
ROB R S. KLINE: Good mornmg, Mr. C!hanman

o type of prelmunary statement you want to glve?

A MR. KLINE I have nothmg prepared, Mr. Chanman, I'd Just‘ )
_llke to brlefly say that the DlVlSlon of Motor ‘Vehicles welcanes the -
opportumty to address this Commttee. As you requested, we have-

prov1ded you w1th same. documentatmn, and we . are more than w1111rg to

prov1de you “with' anythmg ' else you deeJn approprlate in your

1nvestlgat10n. -

;.

In add1t1on to my presence here today, there are ’other .
-1nd1v1duals who are more aware and 1nvolved in the canputenzatmn

’pl.‘OJeCt that the . DlVlSlon is uncergomg, both from the D1v1s1on, -and

" fram the Office of - 'I'echnology and Information Services (OTIS), which
operates the computers that run the D1v131on and put those documents -

out— : : : » :
" ,'ASSE’:MBLYMAN‘: BOC‘CHIN’I: You're referrmg to OTIS. -

‘MR, EINE: '-'OI'I’S,' right. "And, obviously, the firm of Prlce,b

Waterhouse' is also here. I would ‘like to say that in the last two

. weeks ‘the D1v1s1on did deem it approprlate to . 1ssue to the press . and

: ,publlc a notice concerning the current status of the computerization at
| the D1v1smn. -We did that because we felt it our obllgatlon to do so,
'because we are: experlencmg, as has been disclosed and documented,
' problems with the camputer system. B However, at the. same time I would

o llke to say some m151nformat1on has been glven out, and I think that is

| '.due to the fact that it is not an easy subject to understand as . a lay
~ person. Mr. Chalrman, both you and I fmd ‘these matters d1ff1cult, and

that's why ‘we rely on experts. That is, in fact, why a consultant of -

L
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the stature of Pr1ce Waterhouse ‘was h1red to glve the D1v1s1on the
technical expertise needed to brlng about such a massive pro;ect.
However, it has been report_ed that ,approxunately 1.4 million documents
have not gone out ,' and that is incorrect. What was stated in our press
adv1sory is that the Division has issued those 1.4 mllllon documents, -
however, they are not on the camputer data base, and 1 thmk that's a
significant distinction the public should be’ aware of. The problem 1s,_
of course, that you, as an 1nd1v1dual, possess the document, and it is

a valid document, but if for any reason you were stopped by a law
'enforcement officer the document would not ‘show- up on the computer, and

it could cause a problem., That is why we, the Attorney General and

- myself, have 1ssued the adv1sory to the law enforcement comnunlty
. ‘saying that -if an 1ndlv1dua1 possesses a va11d reg1strat10n document{
it should be- honored. Agam, the other pertinent information should—

'ASSEMBLYMAN BOCCHINI: If I may, just an aside for a mne_n_t.—
Bob, I know you're aware of the legislation that I sponsored-- A quick
question. We've written to the chiefs of the police departments across

| the State. What happens to somebooy who's in Pennsylvama, New York, o

' Washmgton, or wherever?

MR. KLINE That advisory goes all through the country, As a

matter of fact, Mr. Chalr'nan, about two weeks .ago we received an
advisory fram the Commissioner of the Department of Motor Vehicles for

the State of Callfornla, asking us to honor some. 65, 000 reglstratlon' :
documents that they had problems with. This is not unique to New
Jersey. I think people in law enforcement and also people who work in

'various‘ departments of motor vehicles throughout the country. often

experience incidents like this, and accordingly know how to deal with
them in relaylng this mformatlon across the country.
But just to concluoe, I'd like to say what is also very

"'pertineht bfls, " that we're mainly experiencing problems - with
‘registrations. I've seen a lot in the papers about licenses. The

majority of ‘the 'backlogged documents deal with . registrat'ions;. not
licensing. That is not to say there are not licenses that are not -

' going out, or not being done correctly. Even with the old system and
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I m sure ‘with. the new system as well, there wlll always be documents," |
that for whatever reason, w1ll be 1ncorrect or go astray.' when you are _'

" dealing w1th the volumes that we deal w1th-_v we 1ssue over 50, 000.
documents a day- and we take in over 11,000 phone calls a day—— you are -
dealmg w1th tremendous volumes, and obv1ous1y, you are never gomg to o
‘have perfection. The purpose for this system was to brmg the D1v151on
"into the 1980 S. W1th1n a penod of t1me, and with ‘the correctlons
that have been agreed to by the fnm of Pnce Waterhouse workmg with
the State computer people, you w111 have the state—of-the-art systetn_

that was contracted for. I think that is somethmg the publlc has to

be made aware of. We have h1t a problem area, there is no questlon _

: about ' 1t, but we are workmg on a regular basis; - mghts, weekends,
etc. to get this system corrected. : I would hke to say, on October 7,
o fthe 1. .4 m1111on reglstratlons that we announced ‘were backlogged, will

‘A_SSEMBLYMAN BCX?CHINI: What date was that?

MR. . KLINE: - October7 _ October 7, we will have those .
' transactions, so that law enforcement and people w1th1n the Division

w111 have those records on the 1nqu1ry stream, SO that they can be seen

- .and w1ll not cause these ‘people problems. ‘So—-
; ASSEMBLYMAN BOCCHINI' Does that - mean my leglslatlve offlce'
-w1ll have about 20 calls less a day than now?
| MR. KLINE: I hope so. It means that we will have about
.5 000 less a day. By October 7 we will have the backlog avallable on

the screens. So that ‘is the f1rst step in relieving thls. Other than

that, I’ d like to say that we are - avallable for any questlons you may

have concernlng thlS matter. : ‘ '
ASSEMBLYMAN BOCCHINI: Okay. Bob, - essentlally, have you been

able to ascertam the basic cause of the delay and the Jmplementatlon.'_
- of thls whole process,  fram the perspect1ve of the Division? '

MR. KLINE. - Fram the perspect1ve of the DlVlSlOI‘l, the problem

is this. The response tm\e on our canputer termmal is too slow, and
it varies. “You should have a response time of approxunately 3 to 5
' seconds, and ours varies anywhere from 3 seconds to as much as 5
-minutes, dependlng upon the time of day, week, etc. So ‘that is
‘ _obv1ously not approprlate., ’




* ASSEMBLYMAN BOCCHINI: ~ That was referred to—- I know you :
'dellvered a letter thxs morning fram the F1rst Assistant Attorney
General Michael Cole, and I belleve ‘he made reference to that in- hls“
letter of August 26 to Price Waterhouse.
o MR. KLINE: That is correct. The Pirst Assistmt,m'mhaif,
oftheState— R ’
ASSEMBLYMAN BOCCHINI.‘ Is Mr. Cole here, by any chance, ‘this
MR. KLINE: No, but‘Assista'nt' Attorney General James Sullivan
is ‘here, and he is very aware of all the facts 1nvolved if you want.
to ask him any questions. , ‘ S .‘
~ The response time is the f1rst problem. The sécond problem
" that is critical . to us is the number of termmals the system -can -
support. Currently, we have approximately 200 termmals that the system
" now supports. - It was always intended that we would have to have at
- least 400 terminals for the systen to support, and expand up to as many |

as' 1000. We had to prov1de those records on the computer terminal o

‘screen for law enforcement communltles as well as the D1v131on
. internally. o ' v ‘ _
The third problem‘ is theprocess‘ing of the transactions. You :
' go to an agency, you get your document, you pay your money, you then
have those transactions put on the data base of the camputer. With the
old system we were talking about weekly processing, and o_bvioosly
- that is not ’up—to—th'e—minute ‘type' of infom\ation; One of the purposes
of the pr03ect was to have current mformatlon, and th1s was done by
the specification of dally updates. We're not gettmg } ‘that; that is
another significant problem . | DR ) -

The cumulative effect of all these md1v1dual problans as far
as the public’ is concerned and as far as we're concerned, is it slows
“the division down; it is inefficient. It doesn't do what we have to
do. e - . |
ASSEMBLYMAN BOCCHINI_: You're talking about the system.
MR. KLINE: - The}system. It slows the whole Division down.
Everything is slowed, and as ‘a result backlogs develop and grow;
people's questiOns_ can not be answered in a timely fashion, documents
" get slowed down, and it is all related. Bqt'tn'at's,‘the problem. -



| ASSEMBLYMAN BOCCHINI:  The Committee can understand the

" problems that you have, ‘because I understand when you started in this y
“posn:lon your halr was black. (laughter) 1 m sorry, I couldn t res:;st ,

"1t, Bobs S - o o
| v MR, KLINE At ‘this pomt I'm not gomg to dlspute that‘- |
L because, after the last six months, I' m surprlsed there is any 1eft._

ASSEMBLYMAN Boccamx- In relatlon to - the contract 1tself, o

‘who represented the State, D1rector, in 1t s negotlatmns w1th Prlce‘
v’Waterhouse” R : T B R A
, _ MR. KLINE: I was 1nvolved in the actual negot1at1ons, ‘the _'
- contract, with Pr1ce Waterhouser As far as— - T
ASSEMBLYMAN BOCCHINI- Were you attorneymg 1n that capac1ty?

MR, KLINE No. " As far as the actual terms of the contract,'_ o

Maureen Adams, who is the DAG (Deputy Attorney General), ‘with "the
.D1v1s1on of Purchase and Property, also sat 1n and rev1ewed the_
‘contract” and part1c1pated in the negotlatlons and was the fmal
reviewer on the actual terms for-- ' S _

- ASSEMBLYMAN BOCCHINI- She s:Lgned off on that contract as to

f form only, I believe. Is that correct? S
MR. KLINE~‘ Yes, that s correct.' There was no other reason

- for her “'to» sign.- The actual s:.gnatorles on the oontract were those of
I ASSEMBLYMAN BOCCHINI. Do we have a copy, Bob, of the sxgned
oontract’> All the Cammttee has, I beheve, is a draft agreement. N
R MR. KLINE- I have it here, but . I 'd llke to have it back.
"'Wellmakeacopyof it

' ASSEMBLYMAN BOCCHINI. Do you thmk we could have somebody—
(pause to arrange for coples made of document) Will thls be the same
;document other than the sn;natures" (1nd1cat1ng other document)

» MR. KLINE? It appears to be. It says draft on it, and of
.'course, the date of - the contract was sometlme in November; it's qh;
there— L . I _
MATTHEW P mYIAN: " We have a fully executed oopy if that would __help :
you. o . . ‘ ; _ :

L A .
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ASSEMBLYMAN BOCCHINI: Well, ,I think in terms of dlscusslonf
purposes, I want to make sure we both have the same thmg.. If we refer

"to page 4— and you go to page 4— we should be looking at the same
‘agreement. Is there any reason why we didn't get a copy,of the ‘signed

one, Bob? ,
' MR. KLINE: Well, you should have gotten a copy of ‘the signed
one. I was’ told that you had been provided with one, and why you
weren t is beyond me. You should have gotten it. o v
ASSEMBLYMAN LaROCCA: In the meantime, Mr, Chairman, can

someone represent to us that this- is a conformed copy? Scmeone can

conform at least one copy. ,
MR, BOYLAN: If you give me a secona, I can canpare——
ASSEMBLYMAN LaROCCA: Possmly flll in a date—- _
'v MR. BOYLAN: I ‘am Matthew P. Boylan, an attorney w1th Pr1ce |
Waterhogse. |
~MR. KLINE: He's not with me, and I was wondermg who he was.
MR. BOYLAN: I don't know you. : . .
MR. KLINE: I don't know you either; that's why I asked.
‘MR. BOYLAN: - I do have an extra . copy-- They have 18 pages.;['

.each if you want to compare one with the other.

MR. KLINE Can I have my copy back so I--
MS. SZILAGYI: Your copy is coming. | .
MR. KLINE Okay. Then I' 11 be more than happy to go over it
with you." As far as Maureen Aaams role, Mr. Chairman, she was. the
individual from the Attorney General s Office who had prlmary
responsmlllty for the 1egal aspect of the contract. -
' ASSEMBLYMAN BOCCHINI: Do you know who negotiated for Price

‘Waterhouse?

' MR. KLINE: Yes, Mr. Driscoll, and Mr. Williams who are here
fram Price Waterhouse. ‘ ‘ ' ' =
 ASSEMBLYMAN BOCCHINI: Mr. Driscoll? And Mr...?
MR, KLINE: - Wllllams, Jeff Wllllams | v .
ASSEMBLYMAN BOCCHI_NI. Fine. Very good to see you
g’entlemén. Thank you for being here.. Now, in addition, in relation to

~ the negotiations,'was it strictly a DMV negotiating”process?_ I know



LX)

- thls?

you mentloned Maureen Adams, but d1d anyone else from hlgher up 1n Lawi o

and Publlc Safety, or the Attorney General s (AG) office get involved?

MR.‘KLINE No, it went. through the normal process that all_ .

contracts go through. If you refer to the document I gawe you, it went

"to the: Dlrector of the Division of Purchase and Property, who rev1ewed 2
1t, and it went to the Attorney General's Office, and 1t went through_ ;

the normal bureaucratlc process that all contracts go through

MR. KLINE: Nd. o

. ASSEMBLYMAN BOCCHINI: - Is it mnnal for the D1v1s1on to'
o negotlate a: $6 5 m11110n contract w1thout any front offlce 1nput?

" MR, KLINE: Into the contract 1tself’> ‘
; ASSEMBLYMAN BOCCHINI' Yes.

MR, KLINE: As this was_ the only time we had ever done th1s, | 7
‘there was no 1nput 1nto the contract fran the Governor's Office, and
, 'whether it is normal or not, in thlS 1nstance at. least there was no
B reason for them to be 1nvolved m negot1at1ng a legal document. I
don't thlnk the Governor s Offlce in any admmlstratlon gets mvolved

in negotlatlng contracts.,f That is . what the Department o_f, Law and

L Public Safety is for, and the Office of ‘the Attorney General. R
. ' ASSEMBLYMAN -BOCCHINI : ~ When did the camputer problem first
AbecomeknownbyDMV" S e S
’ MR, KLINE. All r1ght. . 'In-]late_ May of this year we were:
-gettlng (pause )-— Mr. Chairman, -in late May of this year we were
“starting to get 1,nd1cat1ons, stror:gvv'indications, fram our 'ovm'caxputer )
people, from. Price ' Waterhouse,' and 'internally,’ obviously, that the
:"number .of termmals we had hoped to at least be up plecemeal, were not,
- gomg to be supported by the system, and we started lookmg into that
" We also noticed the processing of same of our driver hlstory files was
. not gettmg done the way it should be done on a n1ghtly basis. Thls
- caused me to have a meetmg w1th the off1c1als fran OI‘IS, who run the

system.: Before there was OI‘IS, each department had its own office
camputers.: There was’ Systems and Camnumcatlon for Law and Publlc

Safety, and regardless of whose: sys_tem it was in thevDepartment, the

N

ASSEMBLYMAN BOCCHINI. Dld the Governor S 0ff1ce also rev1ew -




computer peoplle still have to run it, and regardless of who se'ts“‘u’p the
~progrem, the camputer people have to run it. : So we met w1th our ‘:
‘_computer people, and started to 1nqu1re as to what was going on and how
the problems could be allev1ated wWe had alre_ady talked to Price
Waterhouse, and they were looking into it, but we wanted to get
| together with our own people to ensure that everything was being done
that could be done. It wasn't really until the whole system was up in
late June—¥ all of the sub'-sy"stems, because they put it up sub—systen
fby sub-system, that we were clearly convinced that there were very,
- very large problems that impacted very much on our operatlons. So: therb
computer people basically got together with Pr1ce Waterhouse, the't

people fram OTIS, and gave this a good hard lock. And it ‘wasn't until

sometime in August that we really had a firm ’understandmg of what the
‘problems were, and what the solutions had to - be. ‘At that' point we .
alerted the public and the press.- , L | L

ASSEMBLYMAN BOCCHINI:  Let me -back up-— Just framn = an
‘historical perspective, the original study, for the computerlzatlon -
process, began in 19812 o ” | o
R ~MR. KLINE:  That is correct.  Under’ ‘the current
"'Administration,l there was the selection to’produce a document called
-the "Master Plan", which set forth the computerization of the Division .
- of Motor Vehicles. Price Waterhouse received the contract under bid.
I believe 7 accounting firms were participating in the bidding of this
project, and they won out over - the other 6. I don't think they were’
the lowest responsible bidder,; I thiﬁk" there was a firm called Ernst &
_ Wh‘inney that was the lowest but, for technicel ree-sons. at»v,t_hat time the
former administration selected Price and Waterhouse. So based, upon
that, they producec the document that you “have in front of you., There
is the long range master plan that was released to ‘the public, I
belie\}e, in March of '82. At that time, the former Director in the
Byrne Administration was still in office and the new Director hadn't
- came in yet. Once that was released, it was universally agreed‘t‘nat
that was the dlrectlon the Division should take and Price Waternouse
then was contracted to do what is called a requ1rement study.



e ASSEMBLYMAN BOCCHINI : Just to make sure I'm clear, the long
: ,range master plan, whlch was done by Price Waterhouse—- the contract or:

" b1d on that was $88,000, is that correct? ‘ R

’v ' 'MR. KLINE:. That is correct. |

ASSE‘MBLYMAN BOCCHINI : and they submtted the1r report.

_MR. Kline: Yes, they ‘produced the master plan.

' ASSEMBLYMAN BOCCHINI- | And there were 7 firms that were R

contacted in relatlon to the prospect of doing that partlcular report.
' MR. KLINE: Yes, and again I wasn 't around at the time, but
by readmg documents, - many of which I thmk you have, there were 7 Blg
8 Accountmg Firms that were asked to part1c1pate, ‘and as a result the A
_Cammttee, whloh was ccmprlsed of 1nd1v1duals m State Government,
'11nclud1ng the Dlrector of the _Byrne Admmlstratlon, selected Price

. Waterhouse to produce that document. N Prlce Waterhouse would probably

be. better able to answer: questlons concernlng that than I would, ‘'since
- they part1c1pated , - : o »

B ASSEMBLYMAN BOCCHINI- Wlthout-- There may be a redundancy,
Dlrector, to the extent that-- and to those representatlves of - Pr1ce
4,Waterhouse, I m sure that some of these questlons will bear repeating B
from them-- ~however, after ‘the long range master plan had been

o completed, the next step was a— -

" MR. KLINE- Requ1rement study.

R ,' ASSEMBLYMAN BOCCHINI-~ Okay, - and—-(pause) Could yOu give us
same background on that? .
v ‘MR, KLINE: The former Director of Motor Veh1cles, Clifford |
’Snedeker, i in Aprll of '82  went before - the Joint Approprlatlons'
~ Committee and asked for fundmg of the master plan, and, in its wisdom, '
the Joint Approprlatlons Cammittee didn't see fit to glve the D1v151on'
funding to uuplement ‘that master plan. As a result, alternate means of
';brmguxg thls about were looked at, but Price Waterhouse was kept to do
~ the requ1rements document, or at least start it; w1th some fundmg that
the DlVlSlOn had in 1ts appropr1at10n frcm the current fiscal year. At _
that point, as you are more  than aware ' Assemblyman, ‘the Leglslature
l passed a law, the Insurance Surcharge Law, which—
' ASSEMBLYMAN BOCCHINI. Before we get into that, in relatlon
to the b?OO 000 contract-- o ’ ' ‘

0
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please?

MR. KLINE: Right. o o .
ASSEMBLYMAN BOCCHINI: Who negotiated that? That was not

‘bid, I believe.

v MR. KLINE: I don t know who negotlated that contract.
Again, that oontract was not with the D1v151on. 1 beheve that -

' contract was with Systems and Ccmmunlcatlons, which was then the

camputer arm of  the Department of Law and Public Safety, if»' I'm
correct. Yes. _ , | N
,ASSEMBLYMAN BCECHINI. - Is th’at"co‘rrect? ‘
MR. KLINE: That's correct. So— . L o
ASSEMBLYMAN BOCCHINI: 1Is there anyone here from that former

’_Department or OTIS who would know anything about that?

MR. KLINE " Yes, we have -two 1nd1v1duals from O'I‘IS,_and one

‘."_of the 1nd1v1duals was with Systems and Ccmnumcatlons. Mr. Blanco and

Mr. Jones. : : : »
. ASSEMBLYMAN BOCCHINI:  That partlcular phase, as is. my
understandlng, was not a b1d process. "

" MR. KLINE: I am ‘not fam111ar w1th that, Assemblyman, other

- than the fact that it was for the requlrement study. "It was not a

contract w1th the Division of Motor Vehlcles, and it was done with the
computer people at Systems and Communlcatlons. :
 ASSEMBLYMAN _BOCCHINI._ Is there a representatlve of OTIS

 here?

MR. KLINE: Don Bianco. o
~ ASSEMBLYMAN BOCCHINI: Don, could you step up for a moment

MR' KLINE: Mr. Bianco is the Deputy Admlnlstrator of OrIS.

| ASSEMBLYMAN BOCCHINI:  Mr. Bianco, I know you weren I
anticipating necessarily being called, but from the standpoint of some
background 1nformat10n, and if you happen to know and you could help us -
it would be appreciated. But for the record, would you kmdly glve

.your name and position.
~ DONALD BIANCO: ponald Bianco, and I am the Executlve Dlrector of OI‘IS.

ASSEMBLYMAN BOCCHINI: - Mr. Blanco, to your knowledge, was the
$700, 000 contract w1th Pr1ce Waterhouse a negotlated contract or a bid.

contract?



_ BIANOO I m really unprepared, but . if my memory servesi ;
me correctly, 1t was a negotlated contract. _ It was a dlrect result of .
their work w1th the master plan. 1y
' ASSEMBLYMAN BOCCHINI: Would it be p0651ble for you to supply;
‘me w1th any documentation 1n relatxon to that partlcular phase? (pause)» .
'Evidently, according to the document my a1de Just gave me of reports-
oommg out of Purchase and Property, it was a $700, 000 agreement, there
was- a- walver on the b1dd1ng, to unplement over 4 years a D1v1s:.cn of -
. Motor - Veh1cle Master Plan for computenzatlon prepared by a vendor.
~ Thank you, I don t thmk ‘I have -any other questlons. ' If there s
: anythlng ‘you: want to add in relatlon to that— " . : =

MR. - BIANCO: 1 remember it would have been a natural flow

from ‘the orlgmal contract. I can remember a lot of dlscussmn on who
*would be most: approprlate to do that, ‘the orgamzatlon then was a -
service organlzatlon to the DlVlSlOD of Motor Vehlcles, and I know whenu
we review the documentatlon we' w1ll see that. s ’ .
, ASSEMBLYMAN BOCCHINI- You str1ke a chord. You ‘said\ it would -
‘be a natural flow. What's the ratlonale for ‘that? ' -

N MR. BIANCO Well, we engaged through a competltlve blddmg
'process the serv1ces of Price Waterhouse to outline a master plan for 4
' 'or 5 years; I think it was a 5 year master plan. _ L
" ASSEMBLYMAN BOCCHINI., ‘Yes, but that was an $88, 000 contract
: through the D1v1s1on of Motor Vehicles, am I correct‘? ‘ ‘ ‘

‘ _MR. KLINE: LIt was a bid. It went out to bid. Who the §
"‘contract was w1th, I don't know, I've never seen the contract. It went :
through the normal bid process. It was a 11m1ted b1d, because only 8
| firms were allowed to participate. That was sometime in 1981. It was
September of '81; gomg through our files ‘is when we. found out that'
‘this was bid. B o . .
' ASSE'MBLYMAN BOCCHINI- The questlon is, Mr. Blanco, even
though Pr1ce Waterhouse was awarded through some type of bid process or

process 1nvolv1ng 6 other firms for  the long range master plan |

. contract, am I correct m statmg there was no blddlng process on the
',ps7oo 000 contract? o | o .

. MR, BIANCO? There would be a waiver to bld. What I presume,
i as the documents 1ndlcate, ano as I remember, is yes, 1t was a walver. ,
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~ ASSEMBLYMAN BOCCHINI: And ‘was that urged through your L
Department, or. do you know fram where the urging came? : '
| MR. BIANCO: I'm sure I remember I was in favor of it. Yes,
‘I think it was rather a conclusion; a consensus. " The Director and
management of Motor Vehicles and ourselves, agreed w1th them. And, 1
~guess, soO did everyone else. ' S -
 ASSEMBLYMAN BOCCHINI: Then the Dlrector would have been"
MR. BIANCO: Joan W1skowsk1. - . :
ASSEMBLYMAN‘ BOCCHINI: I believe 'th"is was. in ‘83. WOuldn't .'
it have been Mr. Snedeker? ' o o
_ -~ ‘MR. BIANCO: I don 't have any notes with ‘me at all, and 1
»oan't——v o | ‘ ; _ v
| ASSEMBLYMAN BOCCHINI: I understand, and 1 apologlze.' It's
" not fair—- If you could check that out for me— : -
~ MR. BIANCO I thought we were talklng about the $700 000,
and you ‘referred to that as the prev1ous adm1n1strat10n. : : ‘
ASSEMBLYMAN BOCCHINI' 'I'he long range master plan was through
‘the previous administration—
- MR. KLINE: The long range master plan, Don.
MR. BIANCQ. ~ Was the $88,000-- That was deflmtely the
previous' administration. ' : ,
| MR. KLINE:  The $700,000 one was aone_»under this
administration. The original question was, "who was it 'o_ontracted
. with""k It was Systems and Cammunication. As Mr. Bianco ‘stated, it was

the recommendatlon of everyone that this was a natural flow from the

original -contract. But in answer to your original question, er.
Chairman, "Did. we negotiate it?" No, it went through the normal
- process of the vccmputer arm of the Department. o -
ASSEMBLYMAN BOCCHINI: And at that time that was SAC?
- MR. KLINE: Systems and Conmumcatlons, correct
 ASSEMBLYMAN SCHUBER: This second contract we are talkmg
about is a requ1rements contract that flows fran the master plan that
set up the general principle. N . ‘ ,
MR. KLINE: That's right. 1In other-vwo_rds,' what are the

requirements ofv the D‘ivisi‘on to automate—-
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 ASSEMBLYMAN SCHUBER:  Would  this be similar to bid
'”'.spec1f1catlons of the type of system that you need? ' o AR
"MR. KLINE: It bas1cally is. 11ke a wish list—
ASSEMBLYMAN SCHUBER Of what you would need | ,
v - KLINE " In other - words, if you could have a new system‘
'vthatwoulddoA, B, c, and D, . whatwouldyouwant, andhowwouldyou

' .,'want it to work'? And it bas1ca11y is an extens1ve detailed 1nterv1ew’

prooess with part1c1pants frcm the Dlvismn, as to the type of systen |
2 .that they need and would desxre.v It flows ‘from the initial document*

o which sets out in general terms what the new system should be.

ASSEMBLYMAN SCHUBER° Am I readmg 'you oorrectly that you are

o ‘saymg that as a result of the publlc b1dd1ng Price Waterhouse had done

on the master plan, ' it. flowed reasonably from your discussions within
your Department and the SAC, that Price Waterhouse probably would be
) the best one to 1mp1ement'> Is that oorrect" . C
| MR. KLINE: Yes, and’ the reason for that 1s just the learnmg ‘
‘.»’curve and things of thls nature, where 1f you go back and re—mvent the -
wheel, or brlng in another f1rm, ,there was ‘no need for the State ‘to |
spend $88, 000 on the master plan that Price- ‘Waterhouse produced. ' They
'started t, and everyone, former * Administration = to current'
‘\vAdmmlstratlon, sald,' "This looks like a- good idea." Now to say, "well -
let's go with somebody else." 'you re re-mventmg the wheel 'So the-

w1sdom of. the t:une was, ‘since they were very knowledgeable about the

' workmgs of the State Departn‘ent of Law and Public Safety ccmputer
"system, and - the D1v151on of Motor Vehlcles, they would be the'.-
profess1onal group to do this. S o
' ASSEMBLYMAN PELLY' ‘What is the relatlonshlp-—

ASSEMBLYMAN BOCCHINI., If I may, gentlemen, I have no problem_ v
‘ 'w1th anyone asklng questlons, I certalnly recogmze each one of you; |
'_but if you ‘would klndly go through the: Cha1r I think it w1ll, in the

] long range process, allow for a more exped1t10us and orderly fashlon. o |

o W1th that, Mr. Pelly? S , ,
 ASSEMBLYMAN PELLY: Thank you Mr. Chairman. I don't quite
understand what the relatlonshlp is between Price. Waterhouse and SAC?
MR. BIANCO' Currently, or back at thlS tlme" ‘
ASSEMBLYMAN PELLY. * Both.




. MR. BIANCO Well at the tnne, we would have been advisors to
our custamer, our client, which was Motor Vehicles. We'd be technical,
data processing, and 1nformat10n systems advisors. Our re’lationship’ to.
Price Waternouse would have been one of co—adv1sors, or co-workers. We
’vhlred them for their expertise at that point in time. o |

ASSEMBLYMAN PELLY: You were two separate corporatlons.

MR. BIANCO: Oh, sure. SAC 1s a State organization.

MR. KLINE: It is part of the State facility.

ASSEMBLYMAN PELLY: Okay.

MR. BIANCO: We're a State organlzatlon. At that time we
were part of the Department of Law and Public Safety. ' We have our
areas of expertise. Price Waterhouse brought its areas of _-'expert'ise to -

ASSEMBLYMAN BOCCHINI: SAC is now OTIS, am I correct?
. MR. BIANCO: SAC was now—— The Division of Systems ana
Cormnunlcatlons was then assmulated by the new organization of - ‘the
Office of Technology, Telecommunications and Information Systems SAC
begat OTIS. Scmethlng like that. ; o E o

ASSEMBLYMAN BOCCHINT: You .in"dicate'd there was a 'logica"lb.v
: flow,etc.,etc.» R o : : |
| MR. BIANCO: I think more than logical; it was really a

ubsequent flow. ’ S S o

ASSEMBLYMAN BOCCHINI: Do you feel today that still was the
’right demsmn, in relation to the status of the system and the
: problems within ‘the D1v151on” ’

‘MR. BIANCO' I don't. think the status today has anythmg to
do with that de0151on 4 or 5 years ago. It absolutely was the right
decision at the time. Given the same seit of circumstances, I would
recommend it again. _ ' :

ASSEMBLYHAN BOCCHINI: You would recommend not to proceed——
and I believe you did this in conjunctlon w1t_h the Division of Motor
' Vehlcles, and correct me if I'm wrong-— you would recommend not to.
proceed in asxlng any other computer companies or accounting flrms to
.‘analyze the long range master plan? Let me stop at that question.
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'MR. BIANCO: Yes, I would not, at that time. I would do

’, 'today what I dld at that tlme given the same c1rcumstances, : yes. We

'agreed with the ‘master plan. We worked w1th Price Waterhouse, their
B credentlals were superlative. We looked at 1t, we worked w1th then,
”'-,and we agreed ‘with the master plan. 'Ihey were not only the 1oglcal,j :

but “the substantlally correct way to go to start the f1rst step of_':

: 1mplementat10n, for the reasons that D1rector Kline mentioned.

ASSE:MBLYMAN BOCGIINI- Let me get this straight, maybe I m—

" _"v}‘It is your p051tlon that there was no need to bother to look into any -
'other compames. '

MR. BIANCO: at that time?
ASSEMBI.._YMAN BOCC'HINI..' Correct. o ) v _
MR.. BIANCO: :- To go to the second step of a many step process?
| ASSEMBLYMAN BOCCHINI: Right. - |
' BIANCO Yes, it was a very good dec1s1on, . a prudent |
dec1s1on' and glven all of those c1rcumstances agaln I would make the |

same dec151on, yes.

ASSEMBLYMAN BCECHINI. Thank you, Mr.v Blanco. @ .
‘Mr. Kline, to your knowledge ¥ d1d Price Waterhouse - prlor

 to its involvement w1th the New Jersey Department of Motor Vehlcles -

have any experlence with motor vehlcle computerlzatlon programs’> :
. MR, KLINE- I really have no lmowledge, nor had ‘any knowledge

of that at the time, I belleve that - they are only — and again, I am

going back three years ,now --— I believe that Lthe only involvement they .

had, or the only expertise they had, was one of the ‘i'ndividuals. and I

don't remember his name, who was involved in -the master' plan.

'Subsequentl‘y,r in some of ‘the trans1t1on work ‘into the requ:.rements
- document, he was assoc1ated with the ccmputerlzauon pro:ject 1n another

state ——- T belleve it was Oh1o -- and had an extenswe background m

v that. _Other than that, gt am not aware. .

Essentlally - : o
ASSEMBLYMAN BOCCHINI- Is that Motor Vehlcles in Oth" _
~ MR. 'KhINE' Motor, Vehlcles in Ohlo - yes. And you would have
to ask Price Waterhouse about that.
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» Essentially, what everyone relied on —-- and T think that
anyone, whether they view the Emmys or M1ss America or whatever, knows .
that you have Price Waterhouse, which is one of the top ‘accounting

'f1rms in the world.

ASSEMBLYMAN BOCCHINI' - No one can deny the cred1b111ty of”. .
.vPrice Waterhouse. Thelr natlonal reputation is “not at- 1ssue.
1 think the discussion, in perspect1ve to the hearmg, is, aid we get
~ the rlght person, the right canpany for this partlcular Job? I say thls

with all due. respect to Mr.' Drlscoll and all the other caompany

‘representatlves here; we are all human and we all have strengths in -

certain areas. We want to be certain, for what we are paymg_, that we 3

' got the strongest in this particular area. The problem that I have, as

we proceed with this, is when we get to stage 2. Even though you had a

long-range master plan, I can_ understand the idea that they were

logical. _ o
But to belleve that no one else could step in and analyze
what they d1d in relation to the long-range master plan, and be able
to say, "Yes, this is good no, we might be able to do it better -‘.we

-see this problem w1th dte." The nnagmatlon could run w1ld, 1f 'you '

just want to anticipate questions. Those th1ngs, at this juncture, were
never able to be dlscussed because there was no access to anyone else
other than Price Waterhouse. '

I congratulate Price Waterhouse because they were apparently‘

able to do a very adequate job in convmcmg whoever needed to be

convinced that they_were the people to do the job, ‘and you probably dvld‘

‘not need to look -any further. That is business; that is free enterprise

and if they were able to do that to the D1v151on, to the State of New‘
Jersey, well, my hat is off to them,

‘ But to the State of New Jersey — 1 say, whoa. We are '
involved in a publ1c trust here. We are involved in the expenditure of
taxpayers' dollars, we are involved  in somethlng that has a
broad-reaching effect; that is why we are here. Why didn't we bother to _
look into some other firms? It certainly was not going to cost us any

money.
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MR  KLINE: Mr. Chalrman, I clearly understand what you are' o

_ saylng, and I want to say that there 1s no one-— except for a lot of ,
' motonsts, obv1ously, who have been mconvemenced - who is. more"
frustrated or d1sappo1nted w1th th1s system than myself. We — |
,AssmsmesoccamIfyousee,aobu, S ‘
' MR. KLINE: If I can finish, Mr. Chalrman”_ 2
ASSEMBLYMAN BOCCHINI I'm sorry Please.
. MR. KLINE:  Hindsight is 20/20, obviously. o AL s
ASSEMBLYMAN BOCCHINI We are -all. agreemg on that,
' understand . - S :
- MR. KLINE- Weall agreeonthat. , S ‘
_ I thmk, gomg back to the orlgmal master plan, Whld’l was, g |
in fact, the startmg pomt for thls -— The former Admlmstratlon, the*l

- former D1rector, the former 1nd1v1duals mvolved, clearly tock the t:.me - f X

. and the energy, and went through a process to select ‘one of -.the Blg 8

’accountJ.ng flrms to. ‘do a study regardmg the moderruzatlon of the v'

"V-'D1v151on of Motor Veh1cles, wh1ch has been in ‘a deep sleep for 20':

’years, v1s—a—v1s ‘technology. - _ : . R
You get a firm selected by that group, and they are glven a'
contract. They do. a study, and it is very good in hlndsnght to turn
‘around and say, "Gee, we should have gone -and stopped there," and then,
go and start the process again. At the time,  considering the Gemands
that the I..egislature was putting on the Division visea-_vis the
1nsurance surcharge law, and ba_sed upon our c_on_sultation with _the
: ccmputer people in- the State, it was “deemed most appropriate to
, contmue w1th th1s fn:m. Agam, we are not talkmg about Joe Smith and
© COey we are not. talkmg .about some unknown quantity. We are talklng
H_about one ‘of the most respected flrms in thls country--b in thlS world-— ’
'whlch has already produced the bas:.s for the rest of the work. Now—_ _
|  ASSEMBLYMAN BOCCHINI: They produced—- wait a second. They
’ produced an $88, 000 long-range master plan, am I rlght"
| . MR. Kl..INE:' 'l‘hat is correct. _ L
, ASSEMBLYMAN BOCCHINI- Whlch has subsequently led mto a
- $700,000 contract,_then $6. 5 mllllon in software — 1 believe the
" entire contract of the hard product that is involved nay ‘take up to $15
-’m1111on, am I- correct” ' ‘ ‘ C
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'that.i"

©MR. KLINE: Correct. o B
 ASSEMBLYMAN BOCCHINT: Now, to snnply 1ndlcate to me that

because ‘the former administration had someone do a ‘study, and that :
study is now, all of a sudden, all we need — 1 have problems with

'MR.. KLINE: Well, agam -_— L g
ASSEMBLYMAN BOCCHINI: I personally have problems w1th that.

‘I don' t know if anyone else at. this table has ~problems w1th 1t, but I

have very- severe problems with that. The mere fact that sanebody comes

in and does a study does ‘not ’necessarily mean that, based on their B

opinion, they are the absolute ones who should do the Job. It may turn
out in the long run that they were still the best ones to have done the
job, that the other six or seven nat1onal firms would have only had a ‘
more traumatic experlence. : , . '

, MR. KLINE: Mr. Chalrman, I thmk you recall, back in the
per1od of time we are talking about, 'there was“very,. very severe

‘criticism by this Legislature of the Division of Motor Vehicles for not -
being able to implement, on a‘ timelybasis', the new Surcharge Law that - .

was passed. It set up the Joint Underwrltmg Assoc1at10n that was going

to replace the As51gned RlSk, and we had a falrly critical role in that

we had to do the surcharge part of that, where we would be assessmg
motorists based upon — , . V'
ASSEMBLYMAN BOCCHINI: Dldn t we glve you one year under that

leglslatlon in order to implement 1t'> _ _
~ MR. KLINE: But we were supposed to start with that in

'January of '84. To do that, we had to get camputerized, Mr. Chalrman

And if we were go1ng to sit around and go through the bureaucracy to do

v_ specs and _everythmg else, you know and I know that would pr_obably have

taken a minimum of eight months to a year for this type of system. We

would never have been able to implement it. This is one of the

constraints we operated under. ST
'ASSEMBLYr'iFN BOCCHINI: I can appreciate that, but at the same :

© time we;were talking about —-

MR. KLINE: Price Waterhouse did the surcharge system. '
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, ASSEMBLYMAN BOCCHINI When we were talkmg about b1ds, atv -
_the same - tune, you could have put it through the waiver process,
: because we eventually walved everythmg rlght down the line on th1s,
‘ you could have had other canpames cale 1n, »1n relat1on to the other"
’ ~51x or seven recognlzed as far as — - ’ S

MR. KLINE: And we would have had to ask for a delay, and the

,1mp1ementatlon of the leg1slat1on, Mr. Chalrman

" * ASSEMBLYMAN BOCCHINI Well, at the same tlme, “why couldn'

'vyou have ‘asked for a delay?. At tnnes, maybe the delay -_ 20/20 >
'hmds:.ght - would have been better, because the- final product would,
B have been more eff1c1ent. ‘

But, 1f I may revert back to the reference to the bld The.?

‘L b1d may not necessarlly have had to have been a formal type of a: b1d-

it is'my understandmg m the long-range master plan that it was not a

formal bid, it was competltlve proposals that were subnutted

MR. KLINE:' anted bld, 1nfomal b1d, however they did 1t. 7
'ASSEMBLYMAN SCHUBER: May I make a statement at thlS pomt? “
"ASSEMBLYMAN BOCCHI\II- Please. , -
‘ASSEMBLYMAN SCHUBER I am hav1ng a 11ttle b1t of trouble

_ 'w1th that analysm. Mr. Adubato, I thmk, was a prime mover of same of

the surcharges, and he would have probably ‘held hearings on his own as_

E to why they wanted a walver. So I thmk 1t is kind of self-serving to
‘ .cr1t1c1ze them for somethmg that they saw coming down the pike, with
| B somethmg that was a leg1slat1ve reqm.rement. I remember, at the time,
' there was cr1t1c1sm from the floor of the Motor Vehlcles as to whether
they would J.mplement in time — to now turn around and say, because
‘they trled to do that, we. are now- gomg to criticize them, I have same i
"problens with that. . ' ' '

ASSEMBLYMAN K)CCHINI- I certalnly don t thmk - :
= MR KLINE?' T‘hat is nothmg new, Assemblyman Schuber. We are 1
damned 1fwedoanddamned 1fwedont. , , '
’ - ASSEMBLYMAN 'SCHUBER: I can apprec1ate that.
o ASSEMBLYMAN BOCCHINI we are in a tough pos1t1on, Bob, and

 no one can deny that. But I certamly don t thmk, ‘Assemblyman Schuber,

that Assemblyman Adubato would "have wanted to see tne State tr1p or
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have a problem in relation to unplementmg the Surcharge Law that he'
' sponsored : T : '
' At the same time, I also think that if it was such a \}ast' |
_ problem, the Governor and probably the Administration could have been

' approached in relation to the 31gn1ng of that particular leglslatlon,“
through the process. of the C.V., to serd 1t back to extend the tJ.me I
know we can dlscuss 1t ad infinitum as to whether or not —

ASSEMBLYMAN SCHUBER: I appreciate that. My only statement is
I think, in this partlcular case, poor Motor Vehicles is damned if it
did and damned if it ‘didn't. And that is the terr1ble d1lenma that it
1s in at the present tlme, regardless of whether it is this Committee '
or same other commi ttee at a future date that would have looked 1nto
that partlcular issue. | _ o
| MR. KLINE: If I may interject, Mr. Chalrman, in that_r
partlcular leglslatlon - ano Assemblyman Adubato is a good frlend of
the Division, and we respect h1m - . ,

ASSEMBLYMAN BOCCHINI° Speaklng in the past tense.

MR. KLINE: = No, it is the current, too. He put into that
| leglslatlon a prov1smn for the modernization of the Division, w1th ‘the _
intent of getting this thing rolling, and expecting part of that money _
to do that So I concur w1th Mr. Schuber.

_ ASSEMBLM LaRUCCA Mr., Chalrman‘>

. ASSEMBLYMAN BOCCHINI: Yes, s:.r. B L

: ASSEMBLYMAN LaROCCA: Just - along that 11ne -— I was on that
Commttee, I still am on the Committee on Insurance, and the surcharge.
problem was dumped on the Division. But I stlll can not see why sameone
was not attuned to that, or did not bring it to our attention. True, we -

in the Banking and Insurance Legislation — at that time, it fell on . -

- your Department, there. I agree. with you; you are on the hot seat one
way or the other, but when there is pressure frcm both 51des of “the
legislative branch, maybe sometnlng should have come to our attentlon.-
‘1 agree, thlS 1s 20/20 hindsight, but it certamly leaves a very bad
taste in my mouth as to the insurance surcharge busmess, because we
worked ‘1like hell on that w1tn Mike and the rest of the Committee, Just

a comment
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: - MR KLINE ' For your mformatmn, Mr. Assemblyman, that_

o surcharge is worklng. _That part of the system, we' have no probla'ns ; :
» w1th.j ’ ' _ o _ ~ e

' ASSEMBLYMAN SCHUBER- ' One questlon. Up to th1s time, to the

S latest problem: with the oomputer, and lookmg back with your experlence
with Price Waterhouse and the orJ.gmal proposal, the flrenen s contract =

and down through the penod of t1me through 1981, 1982 up until now - -
'_Have you been dlssatlsfled m any way with: theu' performance, in any of B
the stages prlor to thlS most ‘recent problem? PR ' S
’ MR. KLINE:. Prlce ‘Waterhouse has been very responsible in

L '11v1ng up to. terms of the1r oontract. I have learned of late that in a

system of thls magnltude — and this' is probably the blggest canputer
v progect that th1s State has ever undertaken - that when you have a‘
*pro:ject of this size, where you have so many sub-systens that go up one
~at a tlme, you expect certam problems. There ‘are certaln problems that
are expected, ‘and we did have small problems. ,
_ ‘ - But when the system came . together, when the f1nal product- '
"‘was there, that - 1s when it really came to llght that the systen just
was too slow, too 1neff1c1ent, and there were some 1nd1cat10ns of

| - -problems but nothmg to really raise the red flag and -say, "This 1s

-"t " We knew that there were. some 11m1tat1ons w1th the language IDEAL,
'but we did not knw that unt11 we had some of the systems up. As I
said, in May. we started gettmg strong 1nd1cat10ns of th1s. But the
5 fmal determmmg factor, the straw that broke the camel's back, was'

. when the system was up and. networkmg together—-'

;  ASSEMBLYMAN SCHUBER.N" Well, I was referring to, and
' .‘cons1der1ng—- ' R ' L o
j ASSE‘MBLYMAN BOCCHINI- (he seoond Assenblyman...I m sorry
, , ASSEMBLYMAN SCHUBER- " At the secondary stages, after the
, original plan, the $80 000 awardmg at “the second and third stages
~ where the waiver went through mstead of the compet1t1ve Dlddlng - at
' ‘that time, was “there any - dlssatlsfactlon as far as the Division of
,Motor Vehlcles was concerned w1th Price Waterhouse'>

» KLINE' | No, Prlce Waterhouse was performlng very well
"'They had oedlcated people who 'had good quallflcatlons y interacted well
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with  State personnel, and were performing their:’joh. We  had  no
indication of the problems that we are exPeriencing'now. Anything on
Prlce Waterhouse s part that was a precursor to thls - the answer to"
_your questlon is, no. ‘

' ASSEMBLYMAN BOCCHINI. I'm sorry, Assemblyman, anythmg else”
ASSEMBLYMAN MARTIN: No, Mr. Chairman. - v ,
'ASSEMBLYMAN BOCCHINI : Mr. Kline. In ‘relation to your

indications of June and the latter part .of this summer, ‘as far as thel
. awareness of the problems and the realization of the pmoblems, do you
have a copy of the letter dated August 26, 1985, under the 51gnature of
"Mr. Cole° _ o '
~ MR. KLINE: Right. , -
| , ASSEMBLYMAN BOCCHINI' If T may, it appears to the Attorney
-General s staff that there might be _same contradiction as to when the
problem became apparent. If you look at page -- ’
' MR. KLINE: Well, if I can correct you, Mr. Chalrman We are
m1x1ng apples and oranges -_— ‘ ' v
ASSEMBLYMAN BOCCHINI: If I might — and you can clarify for
o "L._V , » e v - o
© MR. KLINE: Okay. o | o
- ASSEMBLYMAN BOCCHINI: On page three of that letter, it does
indicate that in - a letter dated January 8, 1985, - proposing
implementationb of alternatives, because ‘of problems then’ becoming -
apparent, you,confirmed that you had advised the Division of technical
~difficulties and 11m1tat10ns experlenced by the pro:ect team in the use

of the IDEAL programmlng software. .
Now, I am a layman, but it appears that that is a very clear.

signal. And then if you turn —- and I will allow you time to — _

MR, KLINE No, unfortunately I don't have- that letter rlght
' withLme. : | :
 ASSEMBLYMAN BOCCHINI: I'm sorry.

' MR. KLINE: Could you refer to that again? |

ASSEMBLYMAN BOCCHINI: Sure. Page: 3, the first paragraph, the

flrst sentence. e
" MR. KLINE: Right. The letter dated.January78. Right,eokay.
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‘ thvat'.

 ASSEMBLYMAN BOCCHINI: I will give you a moment to ingest

MR, KLINE: No, I am familiar with the letter. |
' ASSEMBLYMAN BOCCHINI: On page 5, in the last paragraph and

_' gomg down. to the begmnmg of the last sentence there: "The Division
47‘on1y agreed to a stage two lmutatlon. Th1s is apparent fram the‘
January 8, 1985 letter wh1ch requested modlflcatlons because of the
problems attrlbutable to the IDEAL language. Our January 28, 1985
letter response and your March 15, 1985 follow-up letter wmch'
memorlallzed our’ ultlmate agreement" - etc.,' etc., etc.

| MR. KLINE: - Okay. I can expla:m that.

| ._.V'ASSEMBLYMAN BOCCHINI: Thank you. -

. MR. KLINE: Okay. | PRV |
'-»What I was ‘referring to. before is quite s:unply, that we,

'meanlng the users of the system —.users in the sense that we are the

people on the front lmes, who put these notices out and issue the

v _documents - really d1d not know -if’ the system would work the way it
. was mtended, the way we, as’ the user, 1ntended 1t, untll the system

was actually functlonmg., What you are referrmg to as questions came

. up concernlng the IDEAL language, apparently rlght at the core. of thlsb
whol_e _1ssue, that wa_s selected by Price ‘Waterhouse to be used as the -
| programming language ‘to run the system. Questions came up ‘about it,

and, dealmg at arm's length with Prlce Waterhouse —— as we have been

R We questloned them- as to some concerns that came up on its use, its

effectlveness, and 1ts ab111ty to support the number of terminals that

- we were expectmg to support. And Prlce Waterhouse ; in this exchange,"

assured us that any types. of problans that were, at that time,
occurrmg with this language, would be remedied and we would not
experlence these problems when ‘the system was up and running.

Now, what they suggested later on, as an attempt to allev1ate

the problems with IDEAL, was a modlflcatlon they referred to as a
) phased-m nnplementatlon. And the phased-in implementation was when the

system went up to. 200 termmals, and then we would get up very qulckly
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" to .400 terminals. But that did not happen. That is what that
;cor_responsdence was about, and we very strongly communicated what
. we wanted to know, and we WEre assured by our- consultant that this was
| going to happen — that we were gomg to have the product we wanted.
f However, the n‘od1f1cat10n—-— v .
ASSEMBLYMAN BOCCHINI. ThlS was in January? _ , v
MR. KLINE: This was_ in January. 'I‘hese discussions occurred"
_through March. | | , | |
' But, at that- time the system was not up and runmng. )
ASSEMBLYMAN BOCCHINI: If I may pause for a mrent. Had a
determmatlon been inade" Had the D1v151on accepted the pro;ect as
CG“Pleted” " _ ._ - o : .
o MR_. ‘ KLINE? No, - the Division st111 has not - accepted the"'
. project as completed ‘Matter of fact, Mr. Chalrman - '
- ASSEMBLYMAN BOCCHINI: - I know in the letter that Mr. Cole
wrote, that ev1dently Price Waterhouse was of the oplnlon that they had
oompleted their -- Mr. Cole indicates to Prlce Waterhouse, "You, ‘on.the
other. hand, have recently taken the p051t10n that Price Waterhouse has
,fulfllled 1ts contract despite the deficiencies, and that you are not
: respons1ble for your decision to use the IDEAL language. |
MR. KLINE: Okay.
' ASSEMBLYMAN BOCCHINI: And that 'is on page 2.»

MR. - KLINE: Right. You want me to ' comment on ‘Price
" Waterhouse? | o ‘ R ’
' ' ASSEMBLYMAN BOCCHINI:  No, I am just saying — I am -

trying to clarify it fram the standpomt that the Division toox the
position that they had not oomphed ’
’ “MR. KLINE: That is correct.
_ ASSEMBLYMAN BOCCHINI : And they were at that t1me, ev1dently
taklng the position that they had camplied. o :
MR. KLINE: They did take that pos1t1on, but they have

subsequently changed the1r position and they are what I  would
characterize as being responsible in domg everythmg rlght now to
vremedy the problems we are having. ‘
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: Jobs. .

That 1s what 1s go:.ng on today. 'I'here was that perlod of tJ.me

| _when there were negot1at10ns w1th the firm, and there were questlons as
to. respon51b111ty. You, as an attorney, Mr. Chalrman, know that nothmg

is black and ‘white, -and there are areas of— .
‘ ASSEMBLYMAN BOCCHINI If 1t was, you would ‘all be out of -

MR. KLINE '—there are areas of mterpretatmn, and there was‘,: ,

V that perlod of tlme when the State was - d1scuss1ng, w1th ‘Price .
Waterhouse, , “our respectlve v obhgatlons 'l'he bottom l:me, the L
;cu]mmatlon of those dlscussmns, is that Price Waterhouse has stepped
~ up to the bar and is going toremedy the system, make it run the waywe_'
:expected it to run, at no further cost or expense to the State of New

Jersey. | o o . |
ASSE‘MBLYMAN Boccaml. In all due reSpect to  my very "Gear

| frlend -and colleague -—

. MR, KLINE: and I am not here to defend Price Waterhouse. v
ASSEMBLYMAN BOCCHINI-' I understand that. But, if we have '

.[taken the pos1t10n that they have not ccmplled with the contract, they
»have not performed under the contract, . that which they are’ ‘intending to
- do is' no more than ‘that whlch they - are obllgated to do under the terms

of the contract. Tnat is even w1thout getting 1nto “the clauses '

_concernmg damages tor non-performance. :

 MR. KLINE: You are absolutely rlght.
ASSEMBLYMAN BOCCHINI. Now, the payments — 1 understana from _
what I have read in the press accounts that we are “holding  back 1.4
mllllon. P ‘ ‘
MR. KLINE That is correct.
~ASSEMBLYMAN BOCCHINI: Have we made payments -_ when in 1985

i_'dld we stop makmg payments”

" MR. KLINE: I think — 1 could checx thls, but I think we

:stopped makmg payments sometune ‘around March or Aprll. Part of thatv“'
© was just that there was a delay on our part. A b111 was subnutted in A
March- we may not pay 1t unt11 Apnl, May or June. '

What happened was, 1t got to the pomt where around June, we .

E 'reallzed - and we started talkmg about thls -~ we did not make anyg o
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'Bob.

R February

- further payment. to. Price Waterhouse, and finally, when the Department

and the lawyers and I consulted, we made a 'detenﬁinatiOn that we would

- not issue any further payment to the fum unt11 these 1ssues were
~ resolved. ‘ '

ASSEMBLYMAN BOCCHINI' . Oould you have sameone from your

gstaff maybe Mr. Galella or somebody, ascertam the date of the last '

payment for us? _
MR. KLINE: I may have .that here.
ASSEMBLYMAN BOCCHINI: I don't neoessarlly need it today,

MR. KLINE: I may have that here, hold on one second. - _
_ Okay, the last payment was in. Apnl for work performed m'

© ASSEMBLYMAN soccaxm- S in effect, there have been no

payments made for anythmg smce February of 19852

MR. KLINE: 'I'hat is correct. _ .
- ASSEMBLYMAN BOCCH_INI.. Under the —- If we may revert to the

} con’tract.forva moment, Mr. Kline.

MR. KLINE: Okay. _ , 7
ASSEMBLYMAN BOCCHINI: According to Section...on Page 15.
MK, KLINE: I knew you were going to ask about that. ‘
" ASSEMBLYMAN - BOCCHINI: You knew darned well I was gomg to
ask you that one. They know I am going to ask them that as well,
MR. KLINE I am glad you are. ’
ASSEMBLYMAN BOCCHINI- And I will bet you Mr. Boylan is ready

o _w1th a good answer for me out there.

I am not here to .argue a case as in front of a court, but it

is mtrlgulng to any attorney when he analyzes a llqu1dated damages
~clause. It says under Section A, Non-Performa_nce of the Co_nsultant on -

the Surcharge System: "If the _consultant fails to cdnplete ‘the »task as

' 4specified»," and it goes into the amounts of liquidated damages to be

determined as follows. Now, on February 1, 1984, "the consultant shall
pay damages in the amount of $50,000, an additional $50, 000 for each

month that the . above mentloned tasks are not campleted."
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In addltlon, on the non-performance by the consultant of the
ccmprehenswe system, there is a spellmg out of llquldated damages to
the extent’ 1t is $10 000 in July and $10 000 and- August. In September ._

. of 1985, it starts at $30,000 per month on the first of the month, and
~ then at $50 000 per month begmmng on the f1rst of the month, I

_belleve, m Octo&r .
" MR. KLINE: That is correct. , : |
, ‘ ASSEMBLYMAN BOCCHINI : What, 1f anythmg, is the posxtlon of :
 the D1v1smn in. relatlon to that? Have you 1nd1cated to Price
- Waterhouse that it is your 1ntent10n to apply the 11qu1dated damages
‘section of the contract? T ' _
. MR, KLINE. Flrst of all Mr. Chalrman, ‘I am glad you pomted
, out that section. I -think that section more than anythmg else |
' demonstrates- the arm's length nature of this whole transaction, because"_
I am the- 1nd1v1dua1 that negot1ated thls into ‘the contract. This is the f__ :
first contract for consultmg services in the history of the State of
New Jersey to ever have a liquidated 'dam'ages clause put in. And I think
that more than showsthe fact that we were dealing at arm's length -

- ASSEMBLYMAN‘BOCCHINI‘ That is a pretty broad statement.
MR, KLINE: It is an accurate statement. -
ASSEMBLYMAN BOCCHINI. I have no reason not to believe you,

_ because I have - never doubted your 1ntegr1ty, sir.
v MR.. KLINE-‘ And ‘the penaltles are pretty hefty, Mr. Chalrman,
as you are aware. .

. Now, as to your questlon. In the letters between Mr. Cole and
_Pnce Waterhouse, it indicates the pos1t10n of the State and that is,
" that the State is reservmg Judgment as to the enforcement of those
11qu1dated damages — that prov151on in the contract —_— pendlng what is
E being done now. So we are reservmg the rlght, we want’ to see what
-"happens and where we. are, because our 1nterest -- as your interest —
is to 1nsure that the . motorlsts in thls State are not: bemg '
1nconven1enced for an extended perlod of t1me .

o \ And if we were to smply go and 1n1t1ate that prov131on, Mr.
~ Chairman, _what we would have on our hands is a solution that the .
}motorlsts of thls state would f1nd somewhat difficult to- 11ve ‘with,
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- 'since Price Waterhouse is being responsible, at this time, and we are
‘getting the system remedied as eztpeditiously as 'poss'ible/ that is the
State's main goal at thls point. So we are- reservmg Judgment on that

prov:.s:.on. , , , } »
ASSEMBLYMAN BOCCHINI: ~When qid = I notlce the contract is

: kvdated November 9, of 1983 — when did the negotlatlons for t.he contract o
- begm" S , .

MR. KLINE 'If my memory serves me correctly, Mr. Chairman, -
those negotiations extended over a period of at least a month, so 'they
probably started sometime 1n October and culminated in November. So it

‘was about a month or so before, it could have  been sanet:.me in
‘September. They were very long and extenswe sessmns, negotlatmg each ‘

and every paragraph with the consultant. ,
ASSEMBLYMAN BOCCHINI: They entered into the $700 ooo‘,

agreement in 1983, I belleve, correct?. Earller in the year'> v ' ’

- MR. KLINE: 1982, I think. 1982 was that contract

 ASSEMBLYMAN BOCCHINI: ~ 19827
MR. KLINE: Again, I had no knowledge of ——
_ASSEMBLYMAN BOCCHINI: It was January 1, 1983 ’ that contract. ,
MR. KLINE: January 19832 ' '
ASSEMBLYMAN BOCCHINI: Yes.
MR. KLINE: Okay. | ‘ |
: You know, I can not address that contract, and agam, that'

'was not somethlng that I was 1nvolved in. I think' Prlce Waterhouse
‘would probably be more able -- or Systems and Comnunications, now OTIS,

would be able to better explain those negotiations. -
~ ASSEMBLYMAN BOCCHINI: I know Mrs. Cox had indicated to you

ithe background -- the payments ‘had’sto'pped ‘as a result of cammencing
- with the February payment. When they were w1thhe1d, did we Just s:unply
fall behind in the payments? '

MR." KLINE: Basmally, we were pretty -much behmd in - our
payments all the time. The bllls for Price Waterhouse went through a
thorough review process. They would come to the Division, be reviewed
internally within the Division, and would then go the '-mut’ef ‘people
at SAC. They w'ould sign off; we would have a series of sign-offs and
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: then it would go through the appropnate 1nd1v1duals at the Treasury.’
That process in. 1tself could take two months. vSo we are always behmd.

: ASSEMBLYMAN BOCCHINI In relatlon to “this contract on
November 9, was | that another log:.cal progressmn or loglcal flow m the» -

award:.ng ‘of the contract to Pnce Waterhouse? ‘ CTm
MR. KLINE.,. The contract itself? = _ o _

L ASSEMBL!MAN BOCCHINI Yes. I mean, Price Waterhouse dm the

1981 long—range study, and then on July 12, 1983, the de51gn and"
| unplementatmn was submxtted by them, and -then m Novenber 1983, at the

- same - time, the State sn;ned a- contract w1th them for the totalv
' mlplementation of the progect. Is that correct? .

y _’ ~MR. KLINEr Yes. It was a log1cal flow in that at the t:.me,’

. there - -were extens1ve dlscussmns with various 1nd1v1duals in the

"'?Department fram SAC,k the Dlv151on, and Telecatmunlcatlons, which was ,
b’merged into UI‘IS, but ‘as to the best way to go about this, we dlscussed ’

"the pOSSlblllty of usmg these documents and havmg the State canputer o
people do the system. After much discussion, it ‘was determined that the

resources of State needed to do this Just were not there, which is why -

we hlred consultants. If in fact our own people d1d this, they would -

3 not be able to do anythlng else. While thls is going on, the D1v1smn. o
st1ll has to functlon, and you st111 have to perfor.m the dutles, ‘and at'
that t1me, our ccmputer center was w1th State Pol1ce - it Stlll is =
and all the ‘other Divisions- 1n the Department of Law and Public Safety,

- and accordlngly, those had to function.

So if you took all these people off other duties to work on» '
thlS system, which is a gigantic systen, saomething else woul.d have
'suffered. We had discussions about ‘that,. and it was decided that we

- would go w1th a consultant and with Price Waterhouse, again, because h

. they have ‘done all. thls work, and to brmg scmebody else in, just would;
o_not make any sense. . - o :

| ASSEMBLYMAN BOCCHINI- | It's the old 'story — get your »foot in
*thedoor—-"‘ | AP o
MR, KLINE: That is rlght. : R : :
_ ASSEMBLYMAN BOCCHINI: — and it certalnly looks 11ke it is~
~working out in this situation. ' '
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_ - MR. KLINE: Mr. Chairman, this 'is not the first cont'ract that"
this has happened with. I think if you look at other contracts of this -
~ Administration or other admlmstratlons with consultmg services you
will— N _ . _ o
| _ ASSEMBLYMAN BOCCHINI: Well, I can appre01ate that, but I am

really not interested in that by way of historical perspectlve. If you )

would 11ke to supply them to me outside the scope of this hearmg, I

would certamly find that an interesting piece of tr1v1a. But -in

'relatlon to the topic at hand, it appears that on July 22, 1983,‘.

accordmg to one of the press: accounts, DMV got approval to waive

b1dd1ng and to award the contract to Price: Waterhouse. Is that correct?
MR. KLINE: That is correct. ' e

ASSEMBLYMAN BOCCHINI: So consequently, I would thmx that as -

'opposed to 'entering into the negot1at1ons for “this contract .in

September or October, it may have started in July, August, September, :

or maybe even prior to that.

‘ ' MR. KLINE: As far as general dlscussmn —-— but as far as the ,
-nltty-grltty of the actual terms of the contract, the time frame - that I ‘
gave you is correct. IR S ,

* ASSEMBLYMAN BOCCHINI: 'Let s get back to general aiscussion.

What do you happen to remember in relation to general discussion?

- MR. KLINE: nght._ : ; .
ASSEMBLYMAN BOCCHINI' "I have had clients who:Say, ‘they may

“hire you. The suggested 1nterest 'in a contract obv1ously was reported_

to have occurred July 22. ,
MR KLINE: Yes, but Just because you have the waiver, Mr.

Chairman, you do not ‘have to award the. contract.,_Ultunately,' if we
could not come to terms with the firm of‘Price Waterhouse, we did not'
have to execute the waiver. We could have 'just decided to do something

.else. | . | | v

So the fact that we had a wa1ver -- that is an approval “and
that sets a51de money as far as Treasury is concerned but that does
not mean that we had no choice but to go ahead with 1t. So the contract
negotiations were very real; it is just because of the time frames that

* we had—- - | R

ASSEMBLYMAN BOCCHINI: So -- I'm sorry, Bob.
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‘MR. KLINE ~That's all nght. R .
ASS&&BLYMAN BOCCHINI. _ So once agam, there was no contact :

with the: other six or seven major accountmg firms in relat1on to thlS. L

MR. KLINE- None None whatsoever. -
‘  ASSEMBLYMAN BOCCHINIf In relatlon to the contract, I be11eve -
' ,;there is a warranty prov1s1on— ’ s :
MR. KLINE: That is correct.v e o R
ASSEMBLYMAN LaRQCCA: S e page Rk

ASSEMBLYMAN BOCC:HINI It says, "I'he consultant shall varrant
o the surcharge system -~ on page. 13, sectlon 5, paren. 5 - /"the o

‘oonsultant shall warrant the surcharge system and the comprehens:.ve-f.
system. software shall operate in accordance with the agreed upon
~_"requ1rements, definitions, for a perlod of three months from the date .

_ " of the turnover of the systen to ‘the 'State. Thls warranty shall be". .
i unplemented only by the correctmn of errors in the software systems by

the- consultant.'f Can yo.: ‘explain that to me? Or can sameone fram Price -
- Waterhouse, or. one of my colleagues" 1 know we have ‘a 90-day warranty,‘ .
u1sthatcorrect” ' ' ‘ o DR
; MR. KLINE- 'I‘hat is 'it, 'You have a"three-tnonth warra_nty" for.
“thesurcharge—y F ‘ ‘ A
BOYLAN - To replace the spare parts, basmally.
MR. KLINE-- If you want us to -- I could get Chrls Cox, who‘,
is the Senlor Assmtant Dlrector, if you want to get a detalled
explanatlon. : o . ' ' : -
- ASSEMBLYMAN BOCCHtNIi_ ;Well,"»I would like to“hear from — Did
- Chris do- the draft of this? | T -
MR. KLINE: She was not mvolved in the draftmg, no. v
~ ASSEMBLYMAN Boccumx- I would think between you and somebody ﬂ
’from Price Waterhouse — ' o |
MR. KLINE.‘ Essent1ally, what we are talklng about is == |
’ASSEMBLYMAN BOCCHINI- Thls was on the -
MR. IQ.INE. . The surcharge -_— _ . .
ASSEMBLYMAN BOCCHINI-’ The surcharge and the wrprehens:.ve ‘
system software ’ correct” :




N MR. KLINE: On the system software. In other words, the |
software was programmed, - coded and de51gned by Price Waterhouse. And -
- on the hardware, all they did was an architectural study which told us .
‘-what we need in terms of hardware. But they did' not provide the
- hardware, the State went out and purchased it from various compames -
that it does business with. ' ' |
~ASSEMBLYMAN BOCCHINI: - Don t you thmk .a 90-day software
warranty 1s a little hght" On a $6.5 million dollar contract? ,
v MR. KLINE: Well, again, the computer people at SAC were
-involved in this contract. The Attorney General s office, vis-a~vis the
- . DAG, from purchasmg property who reviews a lot of the contracts, was‘
V'1nvolved, and the ‘consensus was agreed upon that this was a normal'_
warranty period. o o ‘ ‘

- ASSEMBLYMAN BOCCHINI: You know, the Division ‘of Purchase
and Property gave us a stapler with a 12-month warranty, 'chat cost us

MR. KLINE:‘ Yes, but we‘re not deaiing with staplers.

ASSEMBLYMAN BOCCHINI:  Thank you. When I am looking
at something of this nature, my problem is, the State and the Division
of Purchas and Property goes out and gets this for $54. The Assembly
Minority Staff has 'them, the Assembly- Majority ’Staff has. them, I
believe the Senate has them, and you can probably find then in many of
the offices here in the State. ,

And I analyze even the contract that we put together for the
computerization of the Legislature. You have a one-year warranty in the
contract, that they are entering into with Wang. It app_ears -—-

MR. KLINE: Hardware or software? |

' ASSEMBLYMAN BOCCHINI: Software.
. ASSEMBLYMAN BOCCHINI' It appears that the 90 days-- Golly,
Bob, - -you can go out and buy an egg peater and get a 90-day warranty on"_.r
it.

MR, KLINE: I understand the pomt you're maklng, Mr.

Chairman, but with due respect, ‘I think that as far as the surcharge

system is concerned, we signed off, it's warranted, it worked, and it
is working. With the other subsystems, we have not signed off on the
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- j;warranty for ‘them, . and ‘we won' t untll they do work. I think that . is -
“our guarantee. 1 thmk we are holdmg thlS contractor --.if you want
'to put’ it that way — to ‘their contract, we are makmg them perform,
-and they are performmg. I don t thmk a prov151on m the ‘contract 1s , |
‘worth anythmg unless you get that performance, and we, as a State, are -

holdlrg then to their performance.~ They have agreed to perform._ v.I‘f_ :
they don 't we w111 hold them to the ‘terms of the oontract.‘ I think

o -'that 1s very clear and ev1dent. .

I don't think when they purchased those they had a l1quldated,

}damages ‘prov1s1on m there elther, so I guess if you want to balance. .

thmgs out, maybe: we have that on our. 81de. : S :
' ASSE'MBLYMAN BOCCHINI: Yes,. but 1t appears . we have a'

o 11qu1dated damages prov1smn, whereby at best, if my quess is rJ.ght,.
_you're tellmg the canpany,:_"We may - hold you to the liquidated damages
’clause or we may not. hold you to the llquldated damages clause."

MR. IG..INE_v v But, what is your objectlve, Mr. Cha1rman° Is

: your obj ectlve--

' ASSEMBLYMAN BOCCHINI- Well, my objective is- twofold~ “To

,_make sure that the process is done and, at the ‘same time, to be: certam "

that the llqu:Ldated damages are not Just sunply dlsregardeo.
MR. KLINE: They are not bemg dlsregarded, Mr. Chalrman
ASSEMBLYMAN BOCCHI\]I- Fme.; I thmk that is scmethmg the

’ ~members of thlS Comnlttee want to fmd out. 'I‘hey are not glvmg us
o anythmg, with all due respect. ’ :

MR. KLINE: 1 dldn t say they were. ; -
- ASSEMBLYMAN - BOCCHINI:- 'I‘hey contracted w1th the State of New :

- Jersey. . = They have an obligation involving $15 million worth of
: serv1ces to thlS State. For us to sxt here and say they are gomg to

11ve up to the1r bargam —_ blg deal ‘
MRo MJINE- Well, Mro Chalrman—- . . . . L )
ASSEMBLYMAN BOCCHINI:  For 515 mllllon, they damned well

better live up to the1r bargam. If they don t, we damned well better
~_be collecting $50, 000 a month from them, or $10, 000 a month from them.
If we have_ to get the Attorney Genera_l and take then into court on this
‘thing, then let's do it. We want to protect the citizens. '
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_  MR. KLINE: I assure you,Mr Ch‘aii:inan}we will, but I'm sure
~ your interest is the same as ours, That interest is not to go after
_ contractors r.or extracting the dollar amounts, as much as it is gett:mg - )
the system rlght, and that is what we are trying to do. If we do what
you suggest, Mr. Chalrman, we are going to have a system that is not \
gomg to functlon. We are gomg to have to go out— '

ASSEMBLYMAN BOCCHINI- We have that’ now ) :

MR. KLINE Wait a m.mute. _ We are gomg to have to go out to
7 ,bld, and instead of six months, or three months, or seven months spent
“in getting this thmg corrected and completely rect1f1ed in a year, we
will be lookmg at two or three years. Now, are you willing to ‘put the
'motorlsts through thls for another two years" o

ASSEMBLYMAN BOCCHINI: Why are you saying that? You are
w1111ng to be held hostage, then, by a canpany that is doing busmess
with the State. _ : : ‘

 MR. KLINE: No, we are not being held hostage.

'ASSEMBLYMAN SCHUBER: = Mr. Chalrman, Mr. Chalrman, why don't
we take -this back to ratlonal 1nqu1ry? That is- not correct; that is
. not what Mr, Klme said. ' : ’ ,

o ‘ ASSEMBLYMAN BOCCHINI: I will .reco_gn'i'ze. you in a mament.
Thank you, Assemblyman Schuber. | . : |

. ASSEMBLYMAN SCHUBER:  Mr. Chaimman, I am askmg to be
recognlzed now because I think what you are doing-- '

ASSEMBLYMAN BOCCHINI: I said I would recognize you in a

- ASSEMBLYMAN SCHUBER: = You're characteriiing Mr. Kline's.
test;'mony incorrectly. | : " | _ .

ASSEMBLYMAN BOCCHINI: No, I don't want to characterize Mr.
Kline's testimony. What makes it difficult is, I have a very fond-
affection for Mr. kline. ‘I like the man Believe it or'_not, outside
of business, we happen to be fairly friendly. I don't think that .
camment was necessary. ’ o ‘ o |

- 'ASSEMBLYMAN SCHUBER: Well, I think it was because you are
character1z1ng h1s testimony, which I also heard incorrectly. As long
"as we stick to a rational leglslatlve inquiry as to what the problem- is
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3 here and how we are gomg to. renedy 1t, I have no problem. When we get S

off 1nto rhetorlc on this’ partlcular tOplC, I have d1ff1cult1es w1th'v
that because ‘we are all spendmg a lot ‘of time down here on a very

_ d1ff1cu1t matter. I msh we would stay with, - how is-. the systen gomg o
to be remedled, when is’ 1t 901ng to remedled, and what have we learned

-fram this? That is what I think we should be here for. o

A ASSEMBLYMAN BOCCHINI: ~That. is. ‘exactly what we are talkmg _
about. What perplexes me is the innuendo that if we don't take ‘the
bull by the horns, so to speak Pat, we may very well be lookmg 1nto

extendmg the problen we  have for more “than two, three,‘ or four' i

Amonths. ' We re talkmg two or’ three years. Maybe I mterpreted it
J.mproperly, but 1t seems to be one that the State could possmly put-- ,
"We are in a hostage 81tuatlon, and we shouldn t be. People, from time '
" to ‘time, have made government an easy target. You know, thelr Job, is
g d1ff1cult, it is very difficult. . : A | N
- If I ‘may oontmue, based on what the present negotiations
’are, can you glve th1s Comnlttee a date as to when you ant1c1pate the
: '.‘program w111 be up to snuff and workmg fully? R
o MR. KLINE Well, Mr. Chalrman, the flrst part of 'ChlS, from
what T have been told, and they are going to have to. talk to Price .
__'Waterhouse and the people at ‘OTIS who are gomg to be: respon31ble for
‘this—— We at DMV do not program the computers; we don't purchase the
hardware, we don t select it. We have to deal w1th the publlc based
"‘upon what the ccmputers “do. S . :
I ASSEMBLYMAN E)CCHINI. You have to live‘ with it; I understand
that. o | . |
‘ KLINE: That s rlght, we have to 11ve with it. I don't
think the publlc understands that. I don't thlnk some members of the
‘Legislature understand it. But, to’answe'_r your question, what I have
 been told— Lo E oL
’ ASSEMBLYMAN BOCCHINI- Are they tellmg “you, ‘Bob?  Is OTIS
' telllng you, or is Price Waterhouse tellmg you? '
MR. KLINE- Yes, of course, we. are very, very much m d1rect
| vcommunlcatlon on this because we are the user. We are communicating
l.'W1th both OTIS and Price Waterhouse. " But, to answer -your. ‘question, I
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 think they would be better able to tell you what is being done. To
give you an idea.o_f"what is being done, by sometime in November, I have
been told, a lot of what are called "hogs"-- The "hogs" are the most
i.mpnrta_nt ‘programs. They do a lot of the work; they get those things
~grinding and they get the documents out. | E “
| ASSEMBLYMAN BOCCHINI: By when? ' | , .
MR. KLINE: Sometime in November, we will have approxunately '

33 of 102 targeted programs rewrltten. " That will have a definite o

mlpact on the efficiency of the system.

~ ASSEMBLYMAN BOCCHINI: Is this st111 w1th the IDEAL language,'

or are we changing languages? ’ , .

~ MR. KLINE:. No, we are rewrltmg 1nto COBOL.
ASSEMBLYMAN BOCCHINI: Okay.

v _ MR. KLINE- We re changing that, that is a blg part of th:.s.
In conjunctlon with that, what we are domg on an interim ba51s—-
You've probably seen it in the press; it was described. v'Iv‘hey have
already done it. They have built a bridge. They have taken those 1.4
million transactions, loaded them into the old system, and -are now
‘building a bridge to the new system. »Ho’p"efnliy by, as I said, October
7, at least we will be able to see those documents on ‘the screen. ‘So,
you won't have the problem if you ‘are riding along the road and are
- stopped by a law enforcement off1c1a1, that they won't '.ha'ver ‘that on'-'
their tube. ' o o '
. So, steps are Delng taken as of now. The ‘cammitment has been
made, and the contract ‘is belng lived up to. I can assure you, Mr. -
Chairman, based upon my knowledge of everything that is going on, that |
Cif it is not lived up to, it wivl'l definitely be enforced as far as, the :
terms of this ‘contract are concerned. There are no ifs, 'ands,?or buts.
' ASSEMBLYMAN BOCCHINI: I am not insinuating, Bob, that it
" necessarily falls in your lap.. Obviously, Mr. Cole fram the Attorney

 General's office, and the Attorney General s offlce, would play a very

| 51gn1f1cant part in this. To that extent, we w1ll be askmg them where
.thelr intentions lie, and so forth. ' '
. T believe Assemblyman Pelly has a questlon. t
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| ASSEMBLYMAN PELLY:  Yes, T have several questlons, Mr.
: ,Chalrman I looked at the long—range master plan and I noted- there
were substant1a1 ‘savings antlclpated between 1983 and 1987 on the part

, 'of Motor Vehicles as a result of the .unplanentatlon of th:.s system. | Do. : “ |

. you. recall what the ant1c1pated amount of savmgs was by the DlVls:Lonv
lbetween 1983 and 19872 ' |
h MR. 'KLINE: There were progectmns done, ‘but I do not have o
: them w1th me, Assemblyman Pelly. I can get them for you.’ I
: ASSEMBLYMAN PELLY.. I tried to add them up manually, and I

may or may not be accurate. : : = - P '_
. MR. KLINE:. Agam, Assemblyman, 1f I may Just clarlfy what

_ you were about to say, whatever the f 1gure was, those pro;]ectlons were'
. 8 made before. Varlous programs were added to the ongomg work of the

Division, 1ncludmg the surcharge systen and others. So, those flgures .
" which were progected back -in. 1981 may be very inaccurate today. One

- ﬂ_'thlng I am sure you are aware of is, the D1v181on of Motor Vehicles is

v oonstantly in flux regarding leg1slat1ve mandates we have to fulflll

- There is more leglslatlon dealmg with lMV than w1th any other branch

' of State government. When we have a program mandated, we have to get '
” ‘the personnel and the equ1pnent to fulfill that mandate. . .

ASSEMBLYMAN PELLY: - I accounted for about $10 m11110n or $11 |
mllllon in savings that were - antlclpated.. Are you suggestmg that we

' can anticipate no savings as a result— _'

R MR. KLINE: I don t think ‘you can ant1c1pate no sav1ngs.‘
' _ Agam, I would be’ happy to prov1de you w1th flgures, but those flgures'
would have to be rev1sed based upon what 1s currently happenmg at the"
,kD1v151on. ' ’ D -
'I'here will be savmgs. We're talkmg about taklng a system
that was v1rtua11y developed in the 1960s and bringing it into the
1980s. We re talkmg about somethlng that is ongomg, a mlcrofllmmg '
prOJect wh1ch is almost completed.v We. are gomg to take all of our
hard copy files and put them on m1crof11m, and put an address on the’
data’ base so they can be pulled up and motorlsts won't have to walt‘_
b three days, or whatever, to have ‘someone pull their paper f1le out of -
_ - the rack. Thls is gomg to have an 1mpact on the Operatlon of the'
3 D1v1,s1on.» _‘i ' S '

? i 'f I “».n "‘) ? ?
g W\a‘

5.*.‘
.
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‘ The D1v151on, as it has been run,. and the way it will be run'
after it is fully modernized--  They are gomg to be two different
thmgs because what we are doing is taking somethmg from the - 19605,

‘which really hasn t been pald much attentlon to, and brmgmg 1t 1nto
. the 1980s. :

As far as the amount of savmgs is concerned, I will” have to

'get that for you. I would not be g1v1ng you anythmg other than a
' guess if I were to state a flgure toaay..

' ASSEMBLYMAN PELLY: In a generlc sense, have there been anyr

‘ sav1ngs to date?

MR. KLINE Have there. been any savmgs to date” Again,'
Assemblyman Pelly, I will have to get that information for you. I am

.not prepared at this time to say there are defmlte savmgs one way or‘;

another. I
ASSEMBLYMAN PELLY: The master 'pl'an_ talks about savings

through normal 'attrition of about 300 personnel per year. ‘ t

| © MR. KLINE: Right, and we have had normal attrition.‘ But, at

_the same time, we take it the way the Leglslature glves 1t. We Vhav’e. '
"had numerous new programs since 1981, whether : it was a Surcharge
_ program, the t1tl1ng of boats, the registering of mopeds, or what havev
‘you. There are countles‘s_numbers of programs that the Division becomes |
. responsible for which were not taken into consideration when the master

plan was bemg done, and could not nhave been taken into oonsmeratlon,‘
because every time we get a new program, we have to staff to do it.
Now, if we can use ex1st1ng personnel, fine. If we can't, then we have

-to expand ‘and hire those 1ndlv1duals.

So, again, I can try to get back to you to respond to your.
questlon, but I am not able to respond to it today.

ASSEMBLYMAN PELLY ~Are the people who were responsmle for -

the development of the systen currently m top admmlstratlve p051t1ons
in the new OI‘IS orgamzatmn” . _ |

MR, KLINE I think the people who were at SAC are now at - .
or1s, yes. As far as categorizing their pos:.tlons, you w111 have to
ask them. See, as far as what is actually happening, if you go out to

‘West Trenton to the State Police Headquarters —- if you go out today,
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or 1f you went out three years ago or. f1ve years ago - you w111 see ‘v :
';our computer system out there. The people who were out there then are'

- out -there now.

ASSEMBLYMAN PELLY. I'm talkmg spec1f1cally ‘about the people'

- who were respons1ble for the developnent of the system, not Just-- o

MR. KLINE. _ Well, they are the same people° 'I‘hey are
essentlally the same people. : L
- ©  ASSEMBLYMAN PELLY: The sax:\é people? o
MR. KLINE: Yes. oo T ,
: ASSEMBLYMAN PEiLLY- They're st‘ill the’re,\ ok‘ay I have one -
- other ‘.questiﬁon. ~ To your knowledge, has any agency, or is any agency in
- the" State, -requestmg 1nformat10n, or have they requested mformatz.on
. or 1nvestlgated the situation at the D1v1s:Lon of ‘Motor Vehlcles as it

B ,_pertalns to Prlce Waterhouse”

MR. KLINE: I don t understand your questlon. Any agency
‘ meanmg what agency” s c : - o
’ ' ASSEMBLYMAN PELLY:  For example, the ‘ State Commission' of
| ‘_,Inves'tlgatlon.; Have they . requested any 1nformat1on with respect to
'Prlce Waterhouse? : v
MR.. l(IJINE° Yes, they have.
'ASSEMBLYMAN PELLY: They have’
MR. KLINE Yes, they have.' ,
B ASSEMBLYMAN PE:LLY. Have they been ‘given that 1nformat10n’>
‘.MR.'KLINE- I have not glven then any mformatlon. They have
' not requested any 1nformat10n of me, but of the D1v151on, yes.
ASSEMBLYMAN PELLY: - -They have of the Division? N
MR. KLINE: 'Yes.“'," e ' v _
| ASSEMBLYWAN PELLY: Haye' they called anyone forward fram the
'D1v151on'> ' S B S - R - R
MR. KLINE. ' They have conducted 1nterv1ews. They have not
, called anyone forward from the Division in the sense of test1fy1ng. '
They have 1nterv1ewed people 1nternally to get background
ASSEMBLYMAN PELLY-' Have they subpoenaed anyone to date that",
| you are aware of? _ ' '
MR. KLINE: Yes. : .
| ASSEMBLYMAN PELLY: Fram the State?
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'MR. KLINE: Not from the State, no.: B

'ASSEMBLYMAN ~ PELLY: =~ Fram the State - Cammission of
Investlgatlon in the Division of Motor Vehlcles? ' o ‘

MR. KLINE: Yes. They have issued subpoenas, but not to

anyone who is employed m the Dlv151on of Motor Vehicles. I am not
' trying to be unrespons:.ve, but 1f you asked a spec1f1c questlon, I
would give you a specific answer.

ASSEMBLYMAN PELLY: The State Commssmn of Investlgatlon has

1ssued subpoenas w1th respect to the issue of the DlVlSlon of Motor '
' Vehlcles and Price Waterhouse. Is that accurate?: ' :

MR. KLINE: As you are aware, they are studymg - and I'

' »don t thmk ‘this is any secret — the whole agency system. That has

been an ongomg investigation by the State Commission ‘of

' Investlgatlon. A long time age, when this first began, as part of the

voluminous documents that we sent over to them, we ihcluded copies of

’scme of - the things that Prlce Waterhouse was domg which could, in
'fact, impact on the agenc1es. .

ASSEMBLYMAN PELLY: You d1d it voluntarlly. They didn't ask

- for anythmg. Is that what you' re saymg" The State Commlssmn of

Investlgatlon never asked for anything with respect to the - Prlce

. vWaterhouse/Dlv1smn of Motor Veh1cles—-

MR. KLINE: No, I am not saying that. But, giving you some
perspectlve on 1t, and, you know, -going back to July, or whenever-- ,

' ASSEMBLYMAN PELLY: Oh, I ‘understand the SCI and the Taggart
af_fa-ir; we are familiar with that. We're dealing with Price Waterhouse_‘ :
and the Division now. B e

'MR. KLINE: Again, I willv answer this as I understood the -
question. No . one from the Division of Motor Vehicles ‘has been
subpoenaed to appear before the SCI; that is, no one who is employed by
the D1v151on of Motor Vehicles. : : o

ASSEMBLYMAN PELLY: You' re saymg further that the SCI has
requested mformatlon from your Division w1th respect to the Pr1ce,

- Waterhouse/DMV situation.

MR KLINE: - Yes, that is correct. And, vthey have interviewed

1nd1v1duals concermng this.
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letter.

’ ASSEMBLYMAN PELLY- But, they have not subpoenaed anyone.

[ , Although they have 1ssued subpoenas with respect to this, - they have : ‘not

1ssued any subpoenas to ‘the D1v151on of Motor Vehlcles. .
‘ MR. KLINE: Well, _1f I may just clarlfy, the 'SCI does not_

consult ‘me on who they subpoena, as you are aware. . So, they may have‘
: subpoenaed 1nd1v1duals who I an- not aware of."

ASSFMBLYMAN BOCCHINI ‘I think it is out of the realm of h1s

bl,ablllty to answer other - ‘than those areas- w1th1n the Dzv:.s:.on,_
"Assemblyman, where he may have personal knowledge. : -

 ASSEMBLYMAN PELLY: I have not asked about areas out51de of

" his D’ivis'ion.’ 1 have only asked quest1ons w1th respect to the Division
.of Motor Vehlcles.n ‘Thank you, Mr. Kline.

 ASSEMBLYMAN LaROCCA: ~ Chairman, there are just a few

Av_’-dpractlcal thmgs I would like to know, I think all :of our colleagues’

in. the Leg1slature will be 1nundated, and those of' us who are in the

| pract1ce of law may have a. few affluent cl1ents who may also be in this =
: 81tuat1on. : Have out-of-state law enforcement people been adv1sed of
‘ thls problem" - i

MR. KLINE. Yes,’ that 'iscorrect, Assemblyman LaRocca. _
ASSE‘MBLYMAN LaROCCA: In hick towns, Justlces of the peace -

} in upstate New York, or wherever s O even in our marvelous New Jersey—-
- In Sussex County, they never heard of this. - What can we tell our
constltuents or our c11ents to do in a s1tuat1on like this?

ASSEMBLYMAN B(I:CHINI. Call the Attorney General; he sent the

~ KLINE: = I thlnk what you should tell your constltuents

if they have been ticketed by a law enforcement off1c1al when, in fact,

they had a valid document of reglstratlon, is to get in touch—-
' ASSEMBLYMAN LaROCCA: Suppose it is explred and he or she is

- wa1t1ng for the delayed process”
MR. KLINE well, they should get in touch with the D1v1s1on,, :
- and we w111 clear the matter up with the law enforcement agency because

we 11ke to know who is not oorrplymg. It does happen, it even happens,'

with nomal bulletms. There are some law enforcement agencies which
do not -always read a particular notice that goes out, or they do not
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pay attention to the letter of it. So, they:ycanadvise us, or if, for
example, it gets to the point where it ‘may go before a municipal judge
and the judge 1s unaware of it, again, we w111 mtercede. We'will send
the court a letter. . , . S ’

 ASSEMBLYMAN BOCCHINI: Under Title 39:3-10, the last section
of the statute refers to Motor Vehicle technical errors, etc., etc..
that would serve as a defense. However, I don't think the question -
that Assemblyman LaRocca has, or the concerns that Assemblymén Martin,
Schuber, Pelly, and myself have in relation to our .constituencies are
‘ones where once they get to court, the defense is there for them, so to
‘- speak The problem they are confronted w1th is the actual 1ssu1ng of
the tickets, whlch leads me to a concludmg questlon, Mr. Klme° _ '

The Comm1ttee, or each of us, sponsored leglslatlon whlch.

would extend renewals for licenses and reglstratlons for a perlod of 90

days commencing July 1, 1985 to the end of December._- I have had
oonversatlons ‘with representatlves of the New Jersey PBA, as well as
the New Jersey Chiefs of Police Assoc1at10n, and they - are ‘of the
opinion that while they recelved a letter fram the top law enforcement
official in the State, and, in effect, are bemg advised that they are -
- to disregard the law, they would feel more canfortable in 1.mp1ement1ng~
a law which is, in effect, a law that says that you have 90 days from
the explratlon date. ‘ ‘ :
"According to the accounts 1n the media, the Governor, and
‘other people, have indicated that with thlS type of legislation they
would take direction from you based on the -fact that you have
bipartisan support for this, in addition to support fram the State PBA',
and the New Jersey Chiefs of Police Association. Also, there would be
a statutory indication possibly for those people who would be out of
‘state, in"order‘ to protect them, which, in effect,' would stop. the
initial issuance of a summons. | ’ o " o
| See, the problem we have is, we believe most of the courts
_,w’ould throw it out using the defense under Section 10 — not
- necessarily nnder Sections 3 or 4. However, we want to be able to stop .
~ the guy on the road_ fram getting the initial ticket. By doing that,
once you place it into law, under aavice that that‘is the law, they are
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3 v.processmg. N

A» Ao‘pera‘ting’ free and clear. In my dlscussmns w1th the PBA, they also]

1nd1cated that by thelr not domg it, they do not know where they stand

'from a c1v11 perspectwe. 80, I would encourage and hope that we can»'
gam your support for this partlcular leglslatlon. '

© MR.  KLINE: - T ‘haven't’ had an opportumty to see thef

| 'leglslatlon yet. (hce I rev1ew 1t—

ASSEMBLYMAN BOCCHINI- It s a blg one page, I w111 send 1t

_ ;“over to you.' L

"MR. KLINE I look forward to rece1vmg 1t. L
o ASSEMBLYMAN LaROOCA Mr. Chau:man, I have a few thmgs along
the same 11ne. I am bemg very pract1ca1 now.: The AAA, and all of the

_other orgamzatlons -— have they been adv1sed, except for what they

'. read: in the newspapers‘-’ They are gomg to be mundated with calls.
‘What do we do?

MR. KLINE. I thmk that 1s an’ excellent suggestlon, and, as

vof today, we will do that. Thank you.

, ASSI:.MBLYMAN LarROCCA: Just one more quest1on. "All of this
1nvolves the reg1stratlon phase.~ -I. have had several questlons -

1nvolv1ng stolen cars. ‘An 1ndlv1dual s just a week ago, told me his -car

was ‘stolen _and the insurance ccmpany would not pay unless it received

proof.. - He said, "I don't have the proof It is in the glove .
cdnpartment of the car that was stolen. ' That man has to wait six to o
 eight weeks. before he can do anything. - I

.  MR: KLINE: You' re absolutely rlght. That deals wJ.th t1tles, |
but 1t 1s a dlfferent problem than what we were talkmg about. ’I‘hat is
another problem. ' -

, ASSEMBLYMAN LaFDCCA' Yes.
ASSE‘MBLW!AN BOCCHINI., Is that a catputer—related problem’>
MR’. KLINE- It's a problem w1th computers in that it is

ASSEMBLYMAN LaROCCA?‘ It's the tltle.
MR. KLINE: Again, that only deals w1th the 1nd1v1dual whot

‘needs the title. I am not saying I am ‘unsympathetic to that; I am very

sympathetlc._ Agam, 1t has to do with everythmg I talked to you about -
before - the slowness of the system, the 1neff1c1ency — to be able to
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‘do that in a timely f_ashion. So, you - are absolutelﬁz ccvr'rect,‘
"Assemblyman LaRocca. ' ‘ L - : : o

ASSEMBLYMAN PELLY. Mr. Chalrman, I have ‘one more questlon,
with your mdulgence. ‘Mr. Kllne, let lte try one more time with a
~ question. Have you been contacted, subpoenaed, - or gquestioned by the
"~ S8CI with respect to the D1v1s1on of Motor Vehlcles/Prlce Waterhouse
;51tuatlon'J ' : ; o
- MR. KLINE: No, I have not. _

ASSEMBLYMAN PELLY: You have not. Thank you.

ASSEMBLYMAN BOCCHINI: Are there any other questlons? _

ASSEMBLYMAN MARTIN: I have a couple, Mr. Chalrman 'l‘hese
:lang_uages - a_n‘d,‘ you 'are _901.09 “to have to_help me because I don t
pretend to know much about computers —- as far as IDEAL versus COBOL, -
reading through the materials it seems, again in hindsight, that COBOL, 1
- if it had been implemented, would have reduced much of the problem we
are 'confronting' today. Was it the Division, in some way, that made
‘some kind of a favorable determlnatlon that IDEAL was an acceptable»
language, or did you rely on Price Waterhouse and others? '

MR. KLINE: To answer your questlon, Assemblyman Martln, thlS

o prcject is what is termed in the industry an "turnkey operation.” That

means  that from A to Z, the consultant, Price Waterhouse, is
_ responsible for pretty much of everything, except the technical .support

~ provided- by the computer people of the State of New Jersey's: -

government. - They strongly recommended that we use IDEAL.  They
continued to j:e'com‘men'd it down to the wire and, as a result, I think it
would be: somewhat ‘inapprrcpriate or stupid on our part to 'have a
| c:ontrect like this and then say, "Well, we are not going to go with .
: t_hat;'we are. going to go with' s_omething else.” -Why v{puld. we be pay_ing
them? That is exactly what we did. We were very deferential to the
consultant because that was their’ job. ' '

' ASSEMBLYMAN MARTIN: Had you had any past ‘experience w1thvr
the language of this computer —- IDEAL? , o o
_ MR. KLINE: No. . IDEAL, fram what I have learned,‘ is a
'fourth—generation language. It is very new. .Its benefits are those
which obviously are not suited for our type of a system, You»kn‘low,v we



learned that too late, but it was the consultant who wanted 1t. LIt was :
put into the contract because it was one of the things they wanted. : |
B :” ASSEMBLYMAN mCCHINI They ‘wanted ‘the IDEAL 1anguage?
MR, KLINE They wanted the IDEAL language, that is correct.
'ASSEMBLYMAN MARTIN: Thank' you.
~ MR. KLINE: All right. - o S
| ASSEMBLYMAN BOCCHINT : Anyone else? Mr. Schuber” »
ASSEHBLYMAN SCHUBER I have no further questlons. S
: ',ASSEMBLYMAN BOCCHINI : - D1rector, thank you. I know 1t ‘has
-'"been a long couple of ‘hours here. . ._ I would ask ‘your mdulgence now -

o ‘ because I would 11ke to take a five-minute break Just to get a glass of |

water._ We w1ll come back and p1ck up w1th representatlves of Pr1c:e~__
Waterhouse. : S _ S
o _ Bob, w1ll you stay around” There may be some interrelated
‘ "questlons. Okay? - o

o MR KLINE: T will be’here‘.v )

ASSEMBLYMAN BOCCHINI: Thank you.

 (RECESS)

, v ASSEMBLYMAN BOCCHINI-' W1ll you come ‘to order agam, please’»’
o Mr. Boylan, I understand that you w111 1ntroduce the representatlves of

' 'Pmce Waterhouse. , o o : el
MR. BOYLAN: Yes, Chalrman Bocchlnl, but before I do that, I

want to thank you for ‘the opportum.ty to appear here. .

v ' ASSEMBLYMAN BOCCHINI- Will you. please point the mike in your L

’d1rect10n‘> . You do not have to- 51t, if you_ feel more canfortable

vstandlng, you certainly may stand. R .

MR. BOYLAN: on behalf of Prlce Waterhouse—- As we sald in

: the letter suhmltted to your Camuttee on - September 24, Pr1ce

, Waterhouse welccmes the opportunlty to appear here in response to your :
_‘ request of September 18. o ‘ :
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" Price Waterhouse has produced the partner, Mr. Drlscoll, who.
was respons:.ble for the negotiation of the various contracts beginning ’
with the competitive award of 1981, and leading up through the problem
which your Committee has expressed an 1nterest in obtaining add1t10nal
- information about. ‘Of course, Mr. Cecchi is with me as counsel in this
matter. - We are the three people present at the table, but Price
fwaterhouse will make available to your Comnittee any person, Chairman
- Bocchini, - wham you thlnk mlght contribute to an understandmg of the
- technical problems or of any aspect of this relat1onsh1p which is
' necessary for your Comrnlttee to fully understand the problems
encountered and the remed1es proposed. ‘ )
B ¢ might add, picking up on a thought whlch you expressed-—
You quoted from a letter from Michael Cole dated August 26, 1985, in
whldx he addressed the h1story of this problem in terms of the choice
of the IDEAL and the COBOL language supplied by the vendor, ADR, and
approved by Price Waterhouse., ' That letter of August 26, 1985 produced Do
-a response from Price Waterhouse—- ‘ ‘ |
ASSEMBLYMAN BOCCHINI Septemer 5 -= excuse me--
_ 'BOYLAN: September 5 is Mr. Cole s letter, right. Our
E letter was August 30, in which — and I think this is essential to
understand what Director Kline said -- Pr>icer Waterhouse said, to Mr.
Cole, and mind you, you arevgetting, an insight into the litigation, as
you ‘know, Chairman Bocchini-- The Attdrney General's office oconducted
the preliminary stages of litigation with Price Waternouse .through
First Assistant Attorney General Cole. The letter of August 26 ‘,said,'
"This is what you did wrong. This is what we intend to do to you."
In response to that letter -- and what makes this so unique, |
in my experlence of 30 years — Price Waterhouse wrote back on August
30 and said, in relevant part: "We commit to remedy the system
'eicpeditiously, Within the terms and oonditions ‘of our existing contract
with the Division. - Under this mmnltment, we are prepared to replace
 the IDEAL language with COBOL ‘language, at our expense.," ‘The Attorney
_“Gene_ral s office got Price -Waterhouse, and Price Waterhouse,, as a-
'responsible supplier, agreed to remedy this situation at its expense.
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: ; In response to that 'y the letter you Just made reference to,
Chairman Bocchml, Flrst Ass:.stant Cole wrote back and said, "Thank you -

: . for your letter of August 30 in response to ours of August 26, 1985"™ —_
- and I w111 Sklp to the pertment part — "We apprec1ate your canmtment o "
o expressed toward the end of your letter to remedy the problems in our

oanprehenswe on-lme drlver/owner mformatlon and management systh
]exped1t1ously w1th1n the terms and cond1tz|.ons of your contract w1th the _
' Division of Motor Vehlcles at your expense, and ‘your cammitment . that 1

. " the remedlal work w111 mclude replacmg the IDEAL language w;th COBOL

language, as well as any rede31gn work necessary ‘to make - the system .
functmn in accordance w1th the contract. o .
K So, when we wrote to- your Ccmmttee, and dehvered today, our
'letter of September 24, at the bottom of the t.hlrd paragraph , it was A
' ,'not an idle statement when Prlce Waterhouse-- : R
| . ASSEMBLYMAN - BOCCHINI ;- Excuse me. . Your le'tter of September
~ " MR. BOYLAN: nght. 1 gave it to your alde. ‘In any event,
we. have another copy of it here. - o o :
" ASSEMBLYMAN BOCCHINI- I'm sorry, 1 have it. v
|  BOYVLAN: It was not an idle statement oOf sameone
'appearmg before ~ a committee attempting‘ to fob  off their
" responsibility. The bottam séntence of the third 'paragra'ph says:
"This Comm1ttee hearing prov1des Prlce Waterhouse with an additional
Aopportumty to assure- the State that we are camnltted to and, in fact,
are well under way on a- course of .corrective actlon. These efforts,
which are proceedmg with- the full suppor_t of DMV. and GrIS, ‘will not

only‘ remedy the performance prdblems being experien'ced today,’ but, -

also, wlll dellver in the months ahead a. ccmprehens:.ve system whlch we
: belleve w111 meet the State' s expectations.” ' S

We had already committed to. remedy the. system expedltlouslyv _
within the terms and conditions of our ex1st1ng contract with the

: 'Dlvlslon. So,, m» a very rea_l sense, Pr1ce Waterh_ouse has taken -_what‘ b.:
would have been a piece of 'n\essy litigation dragging on for ages’ over'
- who was respons:Lble for the techmcal problems encountered 1n the ' use
of == not_ the ch01ce of -- IDEAL language, as opposed to OOBOL
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'language,’ and translated 1t ,ih'to a remedy that will cost Prlce

Waterhouse, perhaps properly so. Without making any admissions in the -

event that all of this should end up in a courtroom, Price Waterhouse
v ‘has cammitted to spend hundreds of thousands of dollars to remedy the

problem which your Comm1ttee, quite appropr1ately, is addressmg .
‘ because sc:methmg you said is striking. '

We, as c1tlzens, deal with the State through the Division of

Motor Vehlcles, that represents ‘the State - to us. Whatever the
'explanat1ons, whatever the defenses, however great the ccrrlmtment of .
Price Waterhouse, you, as representat1ves of the people, have to '

mvestlgate this problem because the people are the ones who brmg you B

the complamts, which - ‘I am sure prompted this and other sm1lar RS

hearings. o v _
' Having ‘said- that, Chairman Bocchml, we have Mr. Driscoll

here to answer the. questlons you or any of the other members of thlS -

Committee have ‘directed to how thls problem ‘occurred, as well as
the other questlons you. outlmed in your letter of September 18. If we
do not have the answers available today, we w1ll bring you whatever_

~ else you want from us.

ASSEMBLYMAN BOCCHINI: Thank you, Mr. Boylan. Everything you

‘said is fine. I admire your oratorical and speaking abili‘ty. ‘As I sit
‘here and listen to you, I think I am goin_g to enjoy this next hour and

a half or so. But, the 1ssue, nonetheless, remains why and how

'Prlce Waterhouse was selected and the problems we are deahng with.

Keeping that in mmd "I have an initial question. CMr.
Dr’is(:oll-, you may respond to this, or you may request any member of

_ your staff to address it. 1In the process —- and I am getting way ahead

of myself — the thlng that jumps out for me immediately 1s, hOw,r

_through whom, and through what process was the orlglnal IDEAL language

selected?

WILLIAM J. DRISCOLL: Mr. Chairman, Mr. Boylan is 2 difficult act to

follow, but I will do my best. : o
ASSEMBLYMAN BOCCHINI: ~For the record, as you first begm,

4 w111 each of you please state your name ‘and p051t10n" 'Assemblyman
- Schuber? ’ =

49



ASSEMBLYMAN SCHUBER: = Mr. Cha1rman, if T may, through you,’,

-because 1 don t know—- Has Mr. Driscoll been 1dent1f1ed as a partner‘»- -

of . Pr1ce Waterhouse? May we have hls background, also, for the record?

' ASSE‘MBLYMAN BOOCHINI- Fine. S S : ,
_ tM,R'-. DRISCOLL- My name is. W1111am J.‘Dri':scoll A I am. a -
~partner w1th Price Waterhouse. My office 1s located in: Mornstown, |
' Jersey. I have more than 20 years expenence as a consultant in the ‘

consultmg busmess. Prior. to becanmg a consultant, I was cn the\]_

_ aud1t staff of Prlce Waterhouse. I am a CPA in. the State of Newg -
o Jersey. : I represent the cont1nu1ty of Price Waterhouse s mvolvement"

with the D1v151on of Motor Vehxcles. -As you w1ll note, Mr. Chau'man, :

in the -proposal whlch was sutnutted in Septenber, 1981,’ 1 was

des1gnated as the partner to be in charge of that a551grment. 1 have. ‘ ,’

- . been mvolved since that point, up to today. I am cons.uieréd ‘ 'the
- client. partner, in our ‘own termmology, for the work with the Division
~ of Motor: Vehlcles. , R .
' ASSEMBLYMAN BOCCHINI- Is that suff1c1ent‘> Are there any

other background questlons of Mr. Drlscoll" (negative response) |
: you want: me to repeat the quest1on, ‘Or ‘can you respond" '

MR. DRISCOLL*‘ No, my recall is okay. The questlon, the way o

I understand it, deals with the factors that were considered in the -
'selectlon of IDEAL as a programmg language.
1 will start as a point of departure where, you know, the

:abbrev1ated coverage and the hlghllghts in  the press seemed to o :

h emphas:.ze ~the fact that the selection was made - purely on ‘a
- dollars-—and-cents basis. Although ‘Price Waterhouse had selected :
IDEAL as-a language because it was "the - cheapest way - to do 1t, ‘there
| 'were certalnly a  number of factors -involved other than the
.dollars-and—cents factor. I would put that very low on the prlorlty_
_ llSt relatlve to the other factors that were con51dered.
- ‘First of all, 1f I may ‘take just a minute or so to descr1be
“what IDEAL is, IDEAL is considered a fourth—generatlon language.f IDEALv.

is part of a famlly of products which are offered by ADR._ 'I‘he hub of o

that fam1ly of products is- what is called—-
ASSEMBLYMAN BOCCHINI° Excuse me, ADR.
MR. DRISCOLL: Applled Data Research
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MR. BOYLAN: Of Princeton, New Jersey. |
ASSEMBLYMAN BOCCHINI: Okay. N o
MR. DRISCOLL: "I‘he hub, or the center of that famlly of

products is what is called the data base, or data-base software. The -
name of that product from ADR is called Datacom-DB. That is important

to note because the State had already’ ptlrcluased, and SAC had'
lmplemented Datacom—DB prior to the commencement of this contract. o

: the fourth—generatlon language, IDEAL, | is a language -
,whlch is compatlble and it 1s used only with the Datacom data base.
There are other languages that can be used with that_ data base, sudl as

COBOL, but as far:as a fourth generation is concerned, IDEAL is the
only one that is compatlble with that data base. The reasons for ‘using

: fourth—generatlon languages which are, in the terms of the: hlstory of

data processmg, relatively new on the scene, is that as over the years

 the costs of hardware and the size of machines—- ‘The costs of hardware '
" have gone -down, - down, dom, and the costs of personnel in the EDP

environment have 1ncreased. So, the fourth—generatlon languages are an '

attempt to - introduce. some product1v1tj into the personnel area of the

data processmg environment. - They are -r_ecogmzed,. ‘and they aref
inherently less efficient when being used on a machine because, in

fact, they are ea51er to use by the people who de51gn and develop the

code ‘and suosequently maintain the code. That is a brief explanatlon

of why fourth—generatlon languages have come 1nto bemg and why, in-

fact, they are- con51dered desirable by people in the data processmg
community. o
Moving more specifically to the factors Price Waterhouse

'vconsider'ed in making an evaluation in the selection of IDEAL, I think

we can look at it fram the three interested parties in this contract —
the interests of the Division of Motor Vehicles, the interests of

‘Systems and Communications, or SAC, and the interests of Price - -
'Waterhouse. If I may start from the perspectlve of the Division—- ‘

ASSEMBLYMAN BOCCHINI: If I may, we will be using the

‘acronyms  SAC and OTIS synonymously, I presume

MR. DRISCOLL: Well, at this pomt it 1s SAC, not O‘I‘IS.
' MR. BOYLAN: This point Demg when?
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MR. DRISCOLL-' 'me pomt I am discussing would .probably'be'-.
vtheSprlng of 1984, B
ASSEMBLYMAN BOCCHINP Fme.

_ MR. DRISCOLL: . All. rlght. Gettmg back to my point, lookmg’
_fat thls from the three dlfferent perspect1ves, startmg w1th DMV's
'perspectJ.ve, we had in’ our proposal of July 12, 1983, Mr. Chalnnan,'
- which is the document in front of you— - o
| | ASSEMBLYMAN B(rCHINI. which docunent in front of me?

'MR. DRISCOLL: The rather heavy document. | e
B ASSEMBLYMAN BOCCHINP“ ‘Right, thls one here ‘(ho'ld'ing up -
7document) I can't wait to read 1t all, R o
R MR. DRISCOLL- I m sure. you will. f1nd it qu1te 1nterest1ng —
vcovertocoverw _ o : _A
-  ASSEMBLYMAN BOCCHINI: 1'.'m sorry, I? didn't mean to break your
a tram of thought. - : ' o | '
MR. DRISOOLL° That s qulte all rlght. We dlscussed 1t, and
. _the concept of the system that was to be des1gned and mtplemented at ,'
"'Motor Vehlcle was to be "state of the art." Since, in fact, _the'
 programs ‘that were bemg uséd by DMV at  that 'time‘date‘d back, I
-_be‘lieve,r to Governor Meyner,v it was felt that when we made the"‘ :
_ 1nvestment to put in a new system at DMV, we better be up front and
. y close to ‘the. leadmg edge, ‘ and take same 51gn1f1cant steps forward,

" -__'because_ if it is g_olng to be 20 years.before we get another chance to .

do it, let's catch up and maybe get right to the front with this. .So, ’
' that is why the term state of the art was used. | \

. Fourth—generat1on languages are canpletely ccmpatlble w1th'
the deflnltlon of state of the art. - That is really why, in' the
blnterest of Motor Vehlcle,‘ it made sense to be state of the art, and -

o »that translates 1nto cons:.derlng what kmd of language to use, and you -

' would consxder IDEAL, a fourth-generatmn language. : _ -
o Movmg " now to Systems and - Communications and thelr
perspectlve, as 1 mentloned prev1ously, the Datacom—DB, the data base
software, ‘'which is the main part -of the famlly -— that was already
| installed in the SAC env1ronment and was being used for same of the
' ;'other SAC appllcatlons. Because, in vfact, that was in the environment,
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this was _indicative. of the direction in which SAC was moving, and, in.
-fact, ‘although they were not currently ’usi“ng IDEAL for any application-
programs, this was certainly the direction in which they were
pointing. It would be consistent with the d1rectlon in which they were
pointing for us to select a. fourth—generatlon language,' and the '
language was IDEAL. ’ ’ : '
E MR, DRISCOLL- The thlrd perspectlve is that. Pnce Waterhouse'
‘gets down to meeting both of the objectives of SAC and DMV — that 1s,
_one is state of the art, ‘and the other is ocmpatlble with the dlrectlon
in whlch they are movmg. _ ‘ , ,
o - In addition to that, we had scme product1v1ty ga1ns in the'
'development of this system. I might note that ' the contract which was

- awarded was a tune—and—materlals contract not to exceed $6.5 million.
The fact that this system costs less, which is how it was charactenzed o

in the press,‘ would not translate into cost savings for Price
Waterhouse. How I ‘would characterize the fact that it costs less is,

it was more productlve for us to use the IDEAL language by devoting our -

resources to the codmg and testing efforts to ensure that we would be
movmg along and have the chance to do the Job thoroughly, therefore,'
- we would be in compllance with the schedule that had been established
under thé contract. I think those are the three inajor factors that
were used. B | - o ' o

| Also, a factor that obviously had to be considered was the
reputation of the vendor, ADR. ADR has a number of software products
that are on the market and have been on the market for a number of
- years. They have an outstanding reputation. The campany itself has
been in business for a number of years. There was no reason for us to.
believe that at the point of the 1n1t1al dec151on, IDEAL could not do
| the job that we had 1ntended to do.

‘ ASSEMBLYMAN BOCCHINI: In effect, were they a "sub" to you”

" MR. DRISCOLL: ADR has no relationship to us in ownership,

- nor are they a stockholder.

- ASSEMBLYMAN BOCCHINI' When I say "sub," I mean suboontractor

under thelr—-
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o State.

MR. DRISCOLL° - Noy, the r‘elatio'nshi.p‘ between ADR is between

-ADR and the State. The State bought the' Datacom-m software. They

purchased the IDEAL software d1rect1y fran ADR, and any contractual
. | camm.tments that ADR has in connectlon w1th this oontract are d1rect1y
- with the State of New Jersey. S e : '

R ASSE:MBLYMAN BOCCHINI: So, in effect, as you. referred to';

‘\prev1ously, Mr. Boylan, if there had been some type of 11t1gat10n, 1t ‘

- probably would have been in the area of -the - responsmllltles of Price
‘ ‘Waterhouse or ADR in relatlon to the1r respect:.ve obllgatmns to the '
~ ASSEMBLYMAN BOCCHINI-- As an a51de, M. Klme, regardmg the

’ selectlon of Pr1ce Waterhouse, it was’ brought to my attention durmg . "

-our recess- ~Why was a natlonal accountmg firm selected rather than
IBM, Xerox, or ‘some other oompany spemahzmg in computer systems”

MR. KLINE: (frcm audlence) They obv1ously were 1nterested_ ‘

1n the . conceptions that Mr. Driscoll was mvolved in with MIS
' [Man_agement Information Systens] ) So; 'Price Waterhouse did do busmess
with them. ‘They furnlshed us w1th references. At the time, we found -
that they were apparently mvolved w1th a $20 mllllon pro;]ect in the

State of Alaska.. They ‘were’ also domg somethmg for the State .

' Department at that tJ.me. : There is a: whole lxst of pro;]ects they were.
--domg wh1ch were govemment—related. So, we were presented w1th very

o good quallflcatlons to handle this type of pro:ject.

ASSEMBLYMAN BOCCHINI- Mr. Drlscoll, 1f I may, in relatlon-—’
; ASSEMBLYMAN PELLY. Mr. Chalrman" C '
 ASSEMBLYMAN B(JCCHINI" I'm sorry. Frank" ,
_ ASSEMBLYMAN PELLY: - Mr. Chalrman, through you, 1 would llke‘ |
to ask somethmg regardmg your former questlon. Mr. Drlscoll, prlor'
- _‘to doing the job for New Jersey s Dlv1310n of Motor Vehlcles, had you - .'
done any other computer work for D1v1s1ons of Motor Vehlcles in other
_states? ’ o S ,
o MR DRISCOLL° Prior to the 1n1t1al contract w1th regard to
the long-range master plan" ' ' S '
- ASSEMBLYMAN PELLY: Yes;,' i_n"1981.
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. MR. DRISCOLL. I personally had not. We had 1ncorporated in
our proposal—. There was a gentleman who actually worked on the job;
his name 1s Bob Farrow. Bob Farrow has been a member of our MCS
department staff for -.a number of years, and he has worked for the
Department of - nghway Safety in Ohio. . He had been mvolved in the’ '
'de51gn and implementation of the State of Ohio's cauparable system -
Motor Veh1cle systen. | | o
ASSB&BLYMAN PELLY: But, for Price Waterhouse, t.he
department—— R , o o _ o
MR. DRISCOLL: No,. this was prior to his ’engagement by Pr1ce
Waterhouse.v S L 7 - . | )
ASSEMBLYMAN PELLY: So, for Price Waterhouse, this was the
) fifst--_ -Your $6.4 million contraot with Price Waterhou'se was your
 first endeavor w1th the Division of Motor Vehicles in any state? ‘
' MR, DRISCOLL: . That is correct. . '

* ASSEMBLYMAN PELLY: Thank you. Have you had any other jobs :
smce that time with the D1v151ons of Motor Vehlcles"

MR. DRISCOLL: As a matter of fact, we  have had two
subsequent engagements — one for the State of Kansas and another for_
the State of Maryland. ' , . o

 ASSEMBLYMAN PELLY: So, you have done the camputer systems
for their Divisions of Motor Vehicle‘s. Is that what‘you are saying?

MR. DRISCOLL: These jobs started at dlfferent points in

tlme, and both of them had different scopes. The breadth of the--
‘ 'ASSEMBLYMAN PELLY: You see, I am not an attorney, so you'll
" have to forgive me. Have you done' any camputer work or established any
oomputer systems similar to the one you have done for the State of- New'
Jersey subsequent to having done New Jersey's system? .

MR. DRISCOLL: Let me go back to what I was saying. I an not
an attorney either, so we should be able to talk the same language. |
o ASSEMBLYMAN PELLY: We should be able to say yes or no.

~ MR. DRISCOLL: Yes. o
' ASSEMBLYMAN PELLY: Yes, you have?
MR. DRISCOLL: Yes. v
| ASSEMBLYMAN PELLY: Okay. Is it the IDEAL system that you
1ncorporated mto New Jersey's system" ' '
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MR. DRISC'OI.'L." ‘ ’No, the IDEAL language had not been' :

1ncorporated Let me make a brlef explanatlon. ‘The system des1gn here A
"in the State of New Jersey is really a de51gn that is mdependent of : '_

the '1anguage. ~In other words, in- de51gnmg a system, you came up with

' the complete archltecture ‘of that entlre system, but when. you get to

the final steps of what language to wrlte it 1n, the system - des:lgnl

h itself is 1ndependent of that language. It is only when you get: down
- -to the actual bulldmg of nortar and brlcks and all of the codes — the -

 programing — that you have to make a determination as to the use of

'langu‘age "A;'? language "B," or language "C." We vhave_not used IDEAL in
any other situation. . I o ‘

‘ _: have you ‘done?

| MR DRISOOLLﬂ We have had a Job in the State of Kansas.
, ASSEMBLYMAN PELLY- . For their entlr_e D1v_1s_10n of Motor

t‘Veh1c1es° . o ' '

MR, DRISCOLL- No, thls was 11m1ted to reglstratlons. bThere‘

1s a dlfferent organlzatlonal set-up in. the State ~of Kansas, where

,llcensmg and reglstratlon are not under the same arm of government.'

‘_»We d1d a reglstratlon system.v It was limited to a de51gn. ’
’ ~ ASSEMBLYMAN PELLY. Toa de31gn'> S .
; MR. DRISCOLL: - The de51gn of the archltecture of the system
" as opposed to the oodlng, testmg, and nnplementatlon. ' ‘

- ASSE‘MBLYMAN PELLY: Have you unplemented any systems -

-subsequent to New Jersey s? : : -
o : MR. DRISCOLL- . Implanented just any system, or a Motor
o Veh1c1e system’> v L » ’ -

" ASSEMBLYMAN PELLY: = Motor Vehicle.

MR. DRISCOLL: We have not fully mplemented a Motor Veh1c1e

 system since working in New Jersey. } .

‘ : ASSEMBLYMAN PELLY: - That . is what I wanted to fmd out.

'.Thank you very ‘much, Mr. Driscoll. , '

- ASSEMBLYMAN SCHUBER: Mr. Chalrman, if I may, I dldn't hear
the second state that was mentloned. =

“MR. DRISCOLL: The State of Maryland

ASSFMBLYMAN SCHUBER: vMaryland_? .

* ASSEMBLYMAN PELLY. Other than New jetsey..' What other s‘tate's_' :
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o 'MR. DRISCOLL:. Yes.~ Mr. Chairman, I would like to comment a
kllttle bit on the question that was raised with. regard ‘to CPA flrms and‘
‘their expertlse in the area of consultmg, ‘and m partlcular, the area
of data processmg and management information systems. o

ASSEMBLYMAN BOCCHINI: Before you do that, if I may, you o

spoke in terms of engagement. Are you inferring that there was a
_ contractual relationship between you and t.hese other- states? o
. MR. DRISCOLL. It w_as a job, and I assume there was a.
;contract, yes. o ‘ , o »
- ASSEMBLYMAN BOCCHINI: I have one other question. Is there
any partlcular reason why the IDEAL language was not used in relatlon‘_ |

to these other jobs? . Is it an 1mproper mference that - 1t became i

apparent - in New Jersey that it was not ‘one to deal w1th and, -

consequently, as a learning experlence in New Jersey, you d1tched that - "

and went to somethmg else in Kansas, Ohio, or Alaska?

MR. DRISCOLL: Let me make a quick analogy. When I referred . '

-to data—oase software -- the Datacom—DB — I guess the eas:LeSt one to .
plcture is, if you are in the back of a post offlce and you see the .
guys sorting and plgeonholmg mail, the boxes up there - are the
data-base software, the pigeonholes. Datacom-DB is one way to have_ an
~‘array of pigeonholes. R ' , | v o i
' ‘The plgeonholes here in New Jersey are in the gulse of :
Datacom—DB, the software. That software was not present in Kansas as a
‘glven factor, nor was 1t present in the State of Maryland

The range of options. becomes broader r1ght at'the_ _outset in
New _Jersey where, in fact, there was some predetermination as to
software in place. You w1ll read in the contract that we did have an
voptlon to reject the software that ‘was in place and select another one,
but for a nunber of factors, we decided to accept the software in .
place. There were some costs mvolved in replacmg that which the
State would have borne, not Price Waterhouse. In f_act, it was software
that SAC had been using and was becoming fam1liar With. So, 'there were -
- some advantages to selecting that, and from a techn1cal standpomt, we
"believed the software would be able to support the system,
- ASSEMBLYMAN BOCCHINI: = Okay. Please feel free to comment.‘
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~DRISCOI.L° 1’1 just make a few bnef remarks.. ThlS 1s"

. not an attempt to be a sales pltch for CPAs and consultmg work, but a )

" number ‘of—— All of the large -= ‘the B1g 8 firms =- have consulting
"practlces. Ours, 1n partlcular, probably dates back 30 years. It is a
: .very - sueable portlon of our: total practlce. Fran the other Blg 8
, vflrms, it represents even a larger percentage of the1r practxce than 1t 4 :
' does at Price Waterhouse. - L

“A pomt to note is that in the time I have been dealmg w1th‘

; the State of New Jersey — obv1ously, I don t mean 1t as a reflectlon"-' ’
o onme — I have: notlced over the last several years that there has been'
. a tendency on the part of the State to focus and deal - pr:manly ‘with ‘

_the Big 8 accountmg f1rms 00nsu1t1ng branches as opposed to sane of -
'_ .the other consultants in the data processmg busmess- W‘ny ttxat" i
. Idetermlnatlon has been made, I don t know, but it seems that when I go
'_'to bldders conferences, if there are select1ve bid ‘lists, it is
'prunarlly the large CPA firms that are represented. ‘ , V. v
, ASSEMBLYMAN BOCCHINI- Aggle, for ‘the record-- I hate “to
' admit my limited ‘knowledge, but who are the Big 8 firms? You keep

S ftalklng about the Blg 8.v I know the B1g 8 in football

MR. BOYIAN Nebraska, Kansa&- _ o
| ASSEMBLYMAN BOCCHINI: Right. (iaughter) Can we sometime
~ during the course of— I didn't want to put you on the spot to recite
~"a11 elght, just 1n case you left one out. ' ' ‘
' ,MR. DRISCOLL- I'1l recite than 1n alphabet1ca1 order. '
- ASSEMBLYMAN BOCCHINI- Anyway you so choose. |
MR. DRISCOLL They are- Pr1ce Waterhouse, Peat, Marw1ck &
: 'M1tchell~ Arthur Anderson, Arthur Young, Ernst & Whinney; 'Douche Ross; -
Coopers Lybrand- and De101tte, Hasklns & Sells. I belleve they_ are
 the elght. ’ , : v ' R
RN ASSEMBLYMAN BOCCHINI° All right.
" ASSEMBLYMAN LaROCCA:. Leaventhal. ,
* MR.. DRISCOLL: I bel1eve they are called a second-tler. 'Ihat‘f'
" is the next half-dozen. = o
: ASSEMBLYMAN BOCCHINI. In relatlon to these contracts, ‘who
A supplled the hardware” D1d you also supply that” |
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; MR. DRISCOLL- We do not have anythmg to do Wlth procurmgv
the hardware or designating the vendor of the hardware.  As Mr, Klme :

: ment1oned in his testlmony, Price Waterhouse was asked to i provideg -

‘certain data, Whld’l would be used to 51ze, to determme how big a plece

- of hardware should be. Then that information is taken by SAC,. or, as

- in the case ‘today, by OI‘IS, and translated into a spec1f1cat1m ‘that
would be used to procure the necessary hardware. v S
: ASSEMBLYMAN BOCCHINI' Do we have ‘that - mformatmn, Mr.'
Kline, as to who supplied the hardware? IR
' MR. KLINE: (fraom audience) I eari't hear you. .
ASSEMBLYMAN BOCCHINI: Bob, do you want to come up and sit
next to Joe Katz? | - IR
- MR. KLINE: (from audience) What was the question?
~ ASSEMBLYMAN BOCCHINI: In relation to the hardware, who were
the supphers” o o o N |
: MR. KLINE: (fram audience) You'll have to get that from
OTIS. There were several firms. - e | o )
o UNIDENTIFIED WITNESS FROM AUDIENCE: National Advance Systems ’
' 'supplied the majority of the hardware, and IBM supplied "Other'parts. _
* ASSEMBLYMAN BOCCHINI: If we can go back a little bit in time
-- back to 1981 when you first put together the long-range master. plan
- you yourself were involved in this, weren 't you?
MR. DRISCOLL: That is correct, yes. _ o ‘
ASSEMBLYMAN BOCCHINI: All right. There was a representatlon :
— at least I made 'the represer_xtation,_ and Director Kline is of the
same belief fram what I gathered fram his testimoriy — of six or seven
firms that were consulted in relatlon to this, and you were ultimately -
the one t.hat was selected. Is that correct?
MR. DRISCOLL: That is ‘correct. ,
ASSEMBLYMAN BOCCHINI:  However, notw1thstand1ng that, in
‘relation to the design and implementation, this became your baby, SO 'to
speak, in totallty, without any other type of 1nput or request for
competitive discussion. Is that oorrect"
MR. DRISCOLL: That is correct. -
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- contract. .

- question?

 MR. DRISCOLL: ‘All right. Conversely, in July, 1983, it was

” ascertamed that 'you would negotlate for the contract that was-»»‘ -
- ultmately 51gned on November 9. Is that correct?

MR. DRISCOLL. That is correct., ‘ :
N ; ASSEMBLYMAN BOOCHINI In relatlon ‘to the des1gn and
nrplementatlon agreenent, that was never totally ccxnpleted. Is. that'v g

'correct? When I say ocmpleted, I mean, w1th regard to the $700, 000 -

payout, d:.d you receive full payment on- that? , _
. MR. DRISCOLL: - No, Mr. Gxalrman, the $700,000 contract was a

multl-year contract — $200 000 in ‘the flrst year, and then the rest of ‘

it over a ~period of three flscal years after that. ' 'No hundred -

| thousand dollars of the $700 000 was “used. The rest of the $500 000
e 'was rolled into thlS part1cular contract.

The ‘actual proposal that we— How do I explain this?. 'I'ne

- proposal was for $6.5 million. The new money was $6 m1111o_n because
1 there was. $500 000— : o - _ R

~ ASSEMBLYMAN BOCCHINI: So, $500,000 was left over from this.
‘MR. »pRISCOLL: - It was. left 'oner _‘fvromj,__ a prior‘ approved =

- MR. DRISCOLL° ' 'In relation “to. the other eanpanies that were

v1nvolved in the . 1981 negotiation or dlscussmns ~of the oontract

regardlng the long—range master plan, to your knowledge, do you know if

~any - of - those other - companies had ever been 1nvolved in. the
_' lmplementatlon of th1s type: of- program for any other state or w1th1n
the D1v131on of Motor Vehlcles here in the State of. New Jersey”

MR, DRISOOLL° To my }mwledge, ,they had not. I know for a .

. fact that in “the Selectlon Comm1ttee s report after the selection had
: 'been made of Price Waterhouse for the master plan stuay, they put a
, 51gn1f1cant amount of we1ght on the fact that we ‘had mcluded Mr.

‘Robert Farrow on our pro:ject team, wham I referred to before as havmg \
| 'worked in Ohio for the Division of Motor Vehicles. His expertise ~- .
~ his spe01f1c expert1se — in the area of Motor Vehicle systems was

oon51dered to be quite mportant, and it ‘was glven a fair amount of

’welght during the selection process. o

'ASSEMBLYMAN MARTIN:  Mr. Chairman, may I ask a related
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~ ASSEMBLYMAN BOCCHINI: Sure..

'ASSEMBLYMAN MARTIN: - When you - were explammg the amount’ 8
: thlch you received for the stage before the actual ocontract, you said

the $500,000 was rolled in, or however you descrxbed 1t. If you had

not received. the mntract — for some reason the contract 'had not been . |

entered 1nto -~ would you have been entitled to receive the full
compensatmn of $700, 000" o : ,

MR. DRISCOLL: B'y.en‘titled,' I'm not— ~ If we did 'no more
- work, would we receive it? - S S N
) ~ ASSEMBLYMAN MARTIN: well, I'm not sure off the full terms of
’thec:ontract." | ' O S '
MR. DRISCOLL: No. Certainly, I believe the— |
ASSEMBLYMAN MARTIN. Was that conditioned upon “you -reoeivin’g
- the oontract" ' , _ .
MR. DRISCOLL' It was condltloned upon domg some work, yes.

" MR. BOYLAN:  During each fiscal vyear, they could be
termmated at any ‘time. _ ‘, . ‘ o
| MR, DRISCOLL: I -think one- of the things that might be
helpful to explore a little b1t right now is how that $700,000 contract‘
- was contemplated to work 'I‘he idea was that Price Waterhouse was going
~ to come in and conduct a Requirements Definition Study,,whlch is
defining the functions =-- what it is that the system you are
designing is going to do. ‘ o S o L }

Subsequent  to that, we were going to have 'Systems" and
Conmunlcatlons be a continual consultant to DMV on behalf of SAC in a
functional way, and also to advise in a technical way, Whlle Systems
'and Communications went on to de51gn, code, test, and ;melement the
large DMV system.. ' . ,

’ As I said, this. thmg ran over three flscal perlods, 1f not
four. That was under way. That was the long-term plan of the State.
A'It was for SAC to undertake this project and to do it over an extended
per1od of time. They had engaged Price Waterhouse to work along w1th
them over that same period of time while they developed, mlplemented, |
'and 1nstalled the system for the Division of Motor Vehlcles.
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While that whole process got under way durmg the, "
Requlrements Defmltlon Study and the Merlt Ratmg Plan Surcharge
system" requlrement, with . an urgency to have that nnplemented by-

n Januar'y,' 1984, time became of the essence. .A If you enter m the element |

' "of a proposal of th1s magnltude —-— because of our expertlse and
- experience with the Division — the pressures of time made the :
_nonccmpetltlve s1tuat1on seem warranted. B : : :
'. I would l:.ke to make another canment wh1ch I thmk 1s very
nnportant. It may not be. drawn out in other ways unless I say 1t. 'I‘he
- rates that'are used in our proposal of July, 1983— o
| ASSEMBLYMAN BOCCHINI: July 12, 1983.
. . MR, DRISOOLL- The. b1111ng rates for our various staff are’-
the same blllmg rates that were used in the September, 1981 proposal'
on a ccmpetltlve bas1$. " The State certamly was not gomg w1thout same
kind of a benchmark in terms of the cost of thls project. ‘They were
d1rect1y linked . back to a canpet1t1ve proposal 31tuat10n 1n September,-
. 1981 and here, almost two years later, we are usmg the same b1111ng.

" 'rate_s. 1 think that is an nnportant factor to understand

ASSEMBLYMAN MARTIN: If ‘I may, perhaps I ‘should put my
jquestlon another way. The fact that you had entered into a $700, 000
K agreement, and _the fact that you later rolled it 1nto a $6.5 mllhon :

. ,agreement for mlplementmg ‘the system, from your pomt of v1ew, would’

‘ "'that amount to a savmgs for the State in any way by gomg w1th you for'
both the $700 000 ‘and the $6.5 m11110n contract? o
’ , ASSEMBLYMAN BOCCHINI : Conversely, was it an - add-on of
- $500, 000 to a $6 mllllon contract" You can analyze it fram either
_ perspect1ve. | | S Ny o R
L I'm sorry. I did_n'tj'mean_. to interrupt, but do you understand '
'b"what he is saying? R o R -
.  MR. DRISCOLL. I think I do.
ASSEMBLYMAN BOCCHINI: Did we get a bargam" '

, , MR.» DRISCOLL- You . always get a bargam when you deal w1th
1_»Pr1ce Waterhouse. (laughter) ' The answer to that questlon is,
: certamly to engage another consultant to come in at. that point and get
..up to. speed in a short perlod of t1me, _would cause the loss of that _
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initial investment -- the 1nvestment of $80 000 1n the orlgmal master T

plan and the adaltlonal 1nvestment of $200 000 in the requlrements
' document ' - ‘

N In terms of 'whether it saved money or cost nbney, because”we
rolled that m, the thmgs that were oontemplated to be done for that
‘additional $500,000 were, in _fact, going to be done under this

pro:]ect. It then became part' of the pro:)ect, and a $6 5 m1111on job

only required an incremental resource of $6 million because “you had'_
“already funded for $500 000. : : o
s ASSEMBLYMAN BOCCHINI, That is not to say that any of the_A‘
" other seven firms you referred to wouldn t be able to analyze your
proposals and give some type of oplruon, is it? o

 MR. DRISCOLL: That is not to say 'chey could not; Athat is -
' correct. | ' - S o S
ASSEMBLYMAN BOCCHINI And it is not to presume that they

- would necessarily understand what you were saylng. But, I would think

there is a certain expertlse that " is common - amongst the group. They
~_should be able to s1t down, read, analyze, and say, "We see same
p0551ble def1c1enc1es. We see where we mlght be able to do somethmg'
better, but we can't glve you anytmng better than what they are glvmg' :
you. ‘ o o ’

'MR. DRISCOLL: I might add thatvDire_ctor Witkowsky elected to
»distribute. th_at documen_t on'a very. wide ‘bas_is. In. yfact, I'believe she
" distributed 1600 copies of that, to ‘everyone' who would accept one. The
: w1de dlstrlbutlon allowed many people to have exposure to the dlrectlon .
and plans that were 1ncluded 1n the long-range master plan,, This
certainly had the kind of exposure that lots of people could have -
commented on. | L .
, ASSEMBLYMAN BOCCHINI: I have some other questions regarding
this matter. On July 23, it is deemed you entered 'into-- When did you
begin your negotiations with DMV, the State, SAC, ‘and whomever, whlch‘
~ led up to the final contract in November, 1983? _
'MR. DRISCOLL: Do you want conception, the embryo, k'or th_e,
birth? - | T PR
. BOYLAN: That is your choice.’ Go ahead, an3wer the

question. Wnen do you think the negotiations began?



DRISCOLL. v T would say in Aprll, 1t was the 1ncept10n ofv =

the poss1b111ty of - takmg on an ass:.gmnent of thls ‘nature. Motor B

'_Vehlcle approached Pr1ce Waterhouse and asked if Price Waterhouse :

',could provide the resources and the technical expertise to accelerate
__mplenentatlon of the master plan w1th1n a two-year perlod. We

acknowledged we could, and we went to the drawmg boards to- try to -
:outlme what ‘that would involve 1n terms. of resources and the 1eve1 of
_effort. : That was really the 1ncept1on of it. -. : c oo
’ ~ There were discussions over a penod of months while that"

constant was con31dered more serlously. R

v ' ASSEMBLYMAN BOCCHINI' In relat1on to your dlscussmns, were _‘
' *the dlscussmns 11m1ted sunply w1th the DlVlSlon of Motor Vehicles, or
a were there dlscussmns w1t.h the Governor s offlce or - the Attorneyh '
gGeneralsofflce? . SR T R S
MR. DRISCOLL. - I only had dlscussmns with Motor Vehlcle, m" '
. partlcular the Dlrector and the. Deputy Dlrector, and SAC.' ,
ASSEDBLYMAN BOCCHINI- Whlch Dlrector were you in contact |
4 w1th" ~Did you have dlscussmns w1th Mr. Snedeker? -
' o DRISCOLL. Mr. Snedeker? Yes.-
g ASSEMBLYMAN BOCCHINI- And then subsequently w1th Mr. Kllne" V
MR. DRISCOLL That 1s correct.
, ‘vASSE‘MBLYl\dAN BOCCHINI~ In relat1on to  the draftlng of the
agreement, who, from. your company, was mvolved in that? ' ’ )
‘MR. DRISOOLL- I believe that the State made the first draft

. of the contract, and I made a note of that” date. It was August 11,

'1983 when the flrst draft of the contract was presented. , _
o We were advised that it went back and forth, and it_.took
| 'untll whatever that date was — November 11 - to fmally fg‘et’ a
‘,’"statement. o S o
\ ASSEMBLYMAN BOCCHINI- ' The'first draft was on or about August.
"11, 19832 o B e S
| MR. DRISCOLL: Yes. I think—-
_ , ASSEMBLYMAN BOCCHINI ¢ Bob, dldn t you say ‘that you dldn t
) begm negotlatmg th1s until 0ctober‘> B o ; - ’
- . MR. KLINE: (from audlence) I didn't hear the 'question."
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| recollectlon-—

ASSEMBLYMAN BOCCHINI s D1dn t you test1fy prev1ous1y that you

dldn 't begln negotiating th1s contract until October?

MR. KLINE: (from audience) I don't think the fomal’

negotlatlons began untll September or October - the actual 51tt1ng -

around the table and going over it. Obvlously, there were dlscussmns;',

k_’about the project before that.

ASSEMBLYMAN BOCCHINI' Mr. Boylan" : »
MR. BOYLAN I th1nk somewhere within the Department, there :

: 1s a preparation of ‘this first draft that we received on August 1. I-
_ think the term negot1at1on" is confusing to people, perhaps to Mr.
~ Kline most of all, because you had a draft on the table as a result of
’negotlatlons going ‘back to Aprll, 1983. Whether he was mvolved in

that process, I don't know, but we were 1nvolved in that process. v
KLINE (fran audlenc_e) ‘Mr. Chairman, aga_ln, it is my .

~ ASSEMBLYMAN BOCCHINT: T understand.
'MR. KLINE: (from audience and contmulng) -'—that the draftv

had gone out then. The actual sitting down at the table and gom:_; over

it line by line took about a month., _
MR. DRISCOLL: If I may recite a couple of dates that I think

~ are significant, you have in front of you the proposal dated July 12,- 3
.'1983.' On July 28, - 1983, there was a press release in The Star—Legger'r ’
by the Division of Motor Vehicles.

. ASSEMBLYMAN BOCCHINI_._ July? s
MR. DRISCOLL- July 28. The front page of The Star—Ledger

‘had an artlcle which announced the reason why Motor Vehicle had

selected Price Waterhouse for a $6.5 million contract to undertake the
deSign; development, and implementation of a canprehensivel on-line, .
driver/owner management and information System._ It stated that the
contract ‘had been waivered and had been signed by the then Treasurer '
Ken Blederman and that this was under way. _ '

~ BAs far as the dlsclosure of everythmg — the events that led .
up to it -- that date, July -28, is one that sticks in my m1nd because

- 1t certalnly was of 51gn1f1cance to me.
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| ASSEMBLYMANBOCCHINIl_IfImay,{andIdont mean to
o enbarrass you, but the nature of govermnent busmess a lot of times is -
polltlcs. Recently, contnbutlons were mentmned in one of ‘the press:

;accounts. Accordmg to an account by a representatlve — I belleve it -

~was Kenneth: Doyle — your f1rm is not in the hablt of makmg polltlcal )
}'contrlbutlons. This was reported in The Hcme News on September 12,“’
- 1985._ Is Mr.»Doyle here? . : -' A : _
, L " MR, BOYLAN No, he is not here.f I don t thmk there is any
.;quarrel Wlth that press release. Is it The Tunes'-’ ' e
R ASSEMBLYMAN Boccamx-‘ ‘This 1s checked off 1n The ncme News
All rlght?

_ “MR, BOYIAN 3 Oh I don t thmk there is any problen w1th
: ‘the attrlbutlon of that quote, but we could check that out 1f you
| »'want.» Let's assume that to be the case.‘ _ .
|  ASSEMBLYMAN BOCCHINI: All right. Assuming that to be thev '-
- case,. if it is. accurate, and from what I ‘have been able to ascert.aln -
 through the records of The Elect, it appears that in 1981 and 1982 —
~in fact, gomg back over those perlods of tJ.m —= there were no
‘ .p011t1cal contrlbutlons to either party. I see with 1nterest —— maybev_
- 1t 1s because it wasn 't to my party and. maybe ‘you' didn't have as much
1nterest-—_, I do notlce with a great deal of 1nterest that on August
V22 less- than one month after the announcement and the negotlatlons
_begmnlng, there 1s a- $15 000 contrlbutlon to the Governor' s Ball. :
"-Agaln, in 1982, ,there is a $10 000 contrlbutlon on August — 1984,
'excuse me— . On August 2, 1984, there is a $10 000 contrlbutlon to the
‘Governor's * Ball, and on September 11, there is another $5,000
contnbutlon to the Governor s Ball. a . g

_ May I ask for your camnents in relatlon to that° - Based on
B the statement that you never g1ve polltlcal contrlbutlons , would you. =~
. .care to tell the Commttee what the admlratlon was for the Governor s
17}Ba11m1983and1984° e T
| © MR. BOYLAN: 'Itv'waSn'vt.thev‘Ball., It was the Governor —
_Kean.':-r', : LR o o e
o MR. DRISCOLL- : I would 11ke to preface those remarks by - .;
' saying - that I worked very act1vely for Senator Bill Bradley in hlS; U -
1n1t1al electlon. . |
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ASSEMBLYMAN BOCCHINI: Did Price Waterhouse? ' |
MR. DRISCOLL: Price Waterhouse has— Let me go back and h
answer the question. You are ‘correct that Price Waterhouse purchased
tickets to the Governor's Ball for $15, 000 “for the Ball that was held
in 1983, and again in 1984. ' : v | .
| ASSEMBLYMAN BOCCHINI: I' m'so‘rry I didn't mean to laugh. I
was th1nk1ng about my $10 a head Booster Club p1cn1c on Sunday, but it
is sold out, so don't worry about it. (laughter) . -
' _ MR. DRISCOLL: ‘I assure you that there is no relatlonshlp
between this proposal and- contract and that part1c1pat10n._ ,
~ Back in August of 1983, I received a phone call from a former _
partner of Price Waterhouse, who is also a personal friend of" mme, and -
he suggested that - Price Waterhouse ought to participate in the
Governor s Ball. I toock that to my partners, we d1scussed it, and - we
' thought' it 'would be appropriate to participate. Wwe ‘had not
‘»pa'rtici‘pated"in prior years. We made a decision to par'ticipate’at the
level of $15,000, which represented three tables, which,. in“turn,'wasv _
for part1c1pat10n by each one of our offlces _— two m New Jersey and.:
~ one m New York. We have an offlce in Hackensack° we have an offlce in
Morristown; and, we have an off1ce in New York City. vS‘o, each one
decided to part1c1pate financially at the rate of §5, 000 each. I can
also say that each one part1c1pated physmally by being present at
their particular table at ‘the Ball.

- ASSEMBLYMAN BOCCHINI: - If I may, Mr. Driscoll, you said a
former partner contacted you.- Would you have any objection to tell_1ng
us who that former partner was? ' - 7

~ MR. DRISCOLL: May I consult my counsel on that?

- ASSEMBLYMAN BOCCHINI: Yes, sure you can; .

_ MR. BOYLAN: Sure, there is no problem with that.

MR. DRISCOLL: The former partner S name is Clyde Folley. He
had prev1ously been in charge of our Hackensack office. -

ASSEMBLYMAN SCHUBER: Does the gentleman st111 11ve in
Hackensack? (laughter) : : : 3 ‘
| ASSEMBLYMAN BOCCHINI: Do you have his address? ‘_(laughter)_
Mr. Driscoll, in relation to‘ this, prior to 1983 and 1984, is it an .
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o ’accurate representatlon that = there was no part1c1patxon by Pr1ce o
~Waterhouse of suc:h large poht1cal contr1but10ns? '
ASSFMBLYMAN BOCCHINI? or, in"any politiCal contributions. -
©MR. DRISOOLL., At~ ‘the t1me that the sole source or. wa1vered' _
»"_'»"contract was under dlscussmn, 1 was asked ‘that same questlon by the' |

" Division of Motor VehJ.cles.

- MR. BOYLAN Was th1s mMarch?

) “MR. DRISOOLL. No, m June or July of 1983, that quest:.on was .
ralsed ‘as to whether Prlce Waterhouse ‘had made any s1gn1f1cantvff e

contr1but1ons to the elect1on committee for the Governor, or whether ..

- any of .the 1nd1v1dua1 partners of Price. Waterhouse haa, in fact, made

| -»-oontrlbutlons. I took it upon myself to do a sollc1tat1on amongst the b_

e partners of Pr1ce Waterhouse who live in New Jersey to find out if

they worked 1n New Jersey. - There are 15 partners who are res1dent‘
partners -—.are a551gned to offices in New Jersey == and, there are
o probably another 15 or 20 partners who are in our New York offlce and _
' who are. re51dents of the State of New Jersey. o . ‘
I SOllClted all of ‘those partners by letter and asked if they .
Fhad made contrlbutlons to ‘the State Republican Comm1ttee or, in fact, '
--'1f they had made contr1but1ons to the Governor s Electlon Coumuttee. -
: I recelved responses frcm all of them, and apparently it is a |
very 1nact1ve pOlltlcal group because there were only a couple of f
' people who had made contrlbutlons at ‘less than a $200 or $300 level.
~ ASSEMBLYMAN BOCCHINI: Do you think— R
. ‘MR. DRISOOLL- That is out of a sohc1tatlon of probably 40
-‘.or 45 partners. : : R : : :
o ASSEMBLYMAN BOCCHINI-" Do you have any: problens with the
‘general idea of contributions at thlS pomt 1n t].me ¢+ when h1stor1ca11y
,1t is apparent that they were never there'»‘ Then at this Juncture, on
the heels of the dlsclosure of this type of potential contract, in one
year, ntrlbutlons amounted to $30 000 over a 12—month to 13-month

B 'period. Do you see any eth1ca1 problems with that, or any conflict

problems for yourself” When 1 say yourself " I mean Prlce Waterhouse.
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- MR.. DRISCOLL Well, from the standpomt of Prlce Waterhouse,v
I take that very personally also. I find no eonfllct of 1nterests. I,
was made aware of the fact that it 1s a very common practlce ammgst
our direct competltlon — as I noted before, the Blg 8, the other firms .

C— and, it is a very common practlce, as I understand 1t, amongst law_

firms, financial institutions, and banks m thlS State. - Besides the
fact that it is legal in the State of New Jersey-—— : o ’
ASSEMBLYMAN BOCCHINI-' It is not a questlon of legahty
MR. DRISCOLL: (cont1nu1ng) -for: corporations. or firms to

k'make contrlbutlons of this nature.

ASSEMBLYMAN BOCCHINI: I concur with what you are saying in

relatlon to the legallty-—.

" MR. DRISCOLL: 1 might add that there is an analogous--
ASSEMBLYMAN BOCCHINI- If I may, Mr. Driscoll, what ~concerns

vme is that there appears, in my own estimation, to-'be a convenient--
It is becoming the custom of contributions, not just fram your campany,
but from other compames ‘and business people in this State. Once they ‘

start doing basmess ‘with an Amnlnlstratlon, they start to contribute

. to that Admmlstratlon. That bothers me in the broader plcture. OCkay? -

MR. DRISCOLL: I can understand that., .
ASSEMBYMAN BOCCHINI: I failed to write down Mr. Farrow's

full name. Can you give that to me again, please?

MR. DRISCOLL: Robert Farrow..  His name and resume are‘

‘included in the material I submitted. I believe they~ are in document
number one, which I provided to you. ’

- ASSEMBYMAN BOCCHINI: He is a former partner?
MR. DRISCOLL: No, he is a former manager.‘
, - ASSE‘MBYMAN BOCCHINI: A former manager7 'Wnat’ does he do
now? Is he still with the company? |
MR, DRISCOLL. , He left us about a year anél one-half ago, I
believe}; and went with a private corporation in Maryland. '
ASSEMBYMAN BOCCHINI: Frank, do you have a questlon‘> |
' ASSEMBLYMAN PELLY: . Yes. I have a question along those very

‘same lines, Mr. Driscoll. How much did Price Waterhouse contribute in -

19857 | |
‘ 'MR. DRISCOLL: Five thousand dollars.
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ASSEMBYMAN K)CCHINI Flve thousand total? '

Did any of its partners or pr1nc1pals make contrlbutlons, in

add1t1on to that $5000, to your knowledge”
' MR, DRIS(I)LL° In 19-—' '
ASSEMBLYMAN PELLY' '85. .

MR. DRISCOLL: In 1985, Price Waterhouse made a mntrmutlon )

; fof $1000 to a breakfast for Vice Pres1dent Bush, and I made a personal

contrlbutlon 1n the amount of $5000 to ‘the Governor s Reelectxonﬁ

B Committee.

1'$1000, is that correct”

“ » ~ MR. BOYLAN One . thousand went to V1ce Pre51dent Bush. Are
g ) we talklng about State” |

, ASSE‘.MBLYMAN PELLY- - I th1nk that goes to the Leglslature —_
‘to the Republlcan leglslatlve candidates. ’ '

MR. DRISCOLL' 'Ib my knowledge, that 1s the only thmg I am

aware of
ASSE:MBYMAN BOCCHINI- In relatlon to Pr1ce Waterhouse"
MR, DRISCOLL Correct.

ASSEIMBYMAN BOCCHINI., That - does not necessarily 1nclude you "

*’i_-d‘_or any of your partners, who may have done S0 personally”

contrlbutlon. ‘ Coeen o _ |
- ASSE'MBYMAN BOCCHINI- I'm sorry, 1 d1dn t hear that. -
Are there any other questlons"

B | ASSEMBLYMAN PELLY: Yes. If I may, Mr. Chairman, I have one
- other somewhat related question'. : I have asked’ th1s, and I w111'

contmue to ask thls-' Have you or any member of your flrm, to your
kncmledge, been contacted by the State Co:mussxon of Investlgatlons’>
"MR. DRISCOLL° Yes.’ We recelved a subpoena fron the State
| Comnlssmn of Investlgatlon last: Frlday. o
' ASSEMBLYMAN PELLY. Last Fi'lday" .
' ASSEMBYMAN BOCCHINI- Was t.hat duces tecum, or for persons"
MR 'BOYLAN: No, for documents — to produce the very same

"documents glven to you, as’ I understand it 1In answer ‘to “your '

'questlon_, it was a subpoena to produce the documents you have. o

ASSEMBYMAN PELLY: ,so,»'in‘ b'a'ddition’ to the -$5000_, there was_

MR. DRISCOLL- Well_, I mentloned that I made a personal

-
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ASSEMBLYMAN PELLY: Thank you. I have no further questions,

; Mr. Chalrman._

 ASSEMBYMAN BOCCHINT: If I may, Mr. Boylan, maybe you are
more'capable of answering this. Are these documents in relation to

those we requested for this partlcular hearmg"

MR. BOYLAN: Documents go1ng back, I ‘think, to. 1981 covering.
the relationship with the State of. New Jersey, through ‘the’ Byrne
Admmlstratlon rlght up to the present. _ : o , " , - ‘

_ ASSEMBYMAN BOCCHINI:  So, m effect, these are documents |
dealmg w1th, as may have been inferred by D1rector Kline— And, not
mcorrectly, because Director Kline certainly has no knowledge of what
the SCI or anyone else is askmg you; he only knovs what people ask of
him. He thought these may have been documents which came out as a
result of the Taggart matter, or somethmg in relatlon to- that. ’

) You are advising me that the duces tecum, or the document \‘
subpoena, 1s in relatlon to- the Motor Vehlcle canputer problems. ‘ '

MR. BOYLAN: _The relatlonshlp between Price Waterhouse and o

the Divison of Motor Vehlcles, either for thls matter or fram 1981 on.

I haven't seen the subpoena, but I heard that it was served.

ASSEMBYMAN BOCCHINI: All"]:i'ght° If I may, Mr. Driscoll,' has

'your relatlonshlp with the D1v1s:.on of Motor Vehlcles been 1n areas

beyond the long-range master plan and the design and 1mplementat10n of .
the actual contract? Has it been in ‘any other areas? - V
MR. DRISCOLL: I'm not sure I understand you. _ -
MR. BOYLAN .~ To answer your question, I think it is the
relatlonshlp ‘beginning with the 1981 master plan, up thfo_ugh the -
present contract. _ o - I L
MR. DRISCOLL: The subpoena, as 1 read it, requests-' all,

documentation in connection with the proposals and studies you have m' -
- front of you. '

MR. BOYLAN: From 1981 to 1983.
MR. DRISCOLL‘ In addition to that, it requests 1nformat10n
on contrlbutlons -- political contributions. o '
ASSEMBYMAN BOCCHINI_: Frank, do you have any queStions?
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: ASSEMBLYMAN PELLY.V No. - Mr. Chaxrman, I respectfully
: suggest, 1n llght of the fact the SCI has subpoenaed persons and» .
'papers, that we not contmue along these l1nes, so we do not’ 1nterfere‘
| with the1r 1nvestlgat10n. ' BT ' : .
MR. BOYLAN: We have no objectlon to you contmumg because
the State Comussmn of Invest1gat1on is, among other thmgs, a c1v11
"'watchdog of the Leglslature, which engages 1n a superv1sory functlon,
1t has nothmg to do with crmu.nahty. , : S
ASSEMBLYMAN PELLY- ~We are completely fam111ar w1th the State

L Comussmn of Investlgatlon. _

- MR, - BOYLAN: - I thmk you are ‘so fam111ar that 1t 1s
1nterest1ng — okay? That " s what I think. L N
~ ASSEMBLYMAN BOCCHINI Excuse me, Mr. Boylan?
_ MR. BOYLAN: T think he is so fam111ar that 1t is a puzzle to -
‘ 'b.me, but that is nelther here nor there. : ' | _
' ASSEMBYMAN BOCCHINP O If you want to explaln that a llttle :
B further, T would certamly— o _ ’ '
‘ v BOYLAN I don t know why the questlon was asked, as 1t"
' ‘was of Dlrector Klme - why were we- subpoenaed before the SCI” We got,
| your letter on Septanber 18; we got thelr subpoena on September 18. :
[ ASSEMBLYMAN PELLY. I would suggest you dlrect that to the.
- MR. BOYL'AN T 1ntend to. ‘I; 'intend to direc_t it to anybody ’
who is 1nterested and at any time. , ‘ R B
ASSEMBYMAN BOCCHINI- Gentlemen, I see a rlsmg of passmns
and I do not qu1te understand its nece351ty.
. BOYLAN: Let's drop it then. Okay" _
v ASSEMBYMAN BOCCHINI: Yes. . I would apprecxate your adwsmg
| me 1f you .become pr1vy to’ anythmg, Mr. Boylan. ,
A » MR BOYLAN: I just sald, Mr. Chairman, that we would weigh
~the Assemblyman's concern about the SCI.  We will continue with any
'quest1ons you want to ask, because we see noth1ng wrong w1th gomg |
forward. ' - '
ASSMBYMAN BOCCHINI° I understand that, and I am inclined to'
- ”want to go 1n that d1rect10n, notw1thstand1ng my colleague s concern.
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ASSEMBLYMAN PELLY: Mr. Chairman, I don't quite understand
what Mr. Boylan is saying with respect to my questions.‘ If you 'or ’
anyone here feels as though I don't have the right to ask these
_ 'questlons, then let it be said. You are ‘making 1nferences here, Mr.
Boylan, and I would like you to come rlght out and say what you have to
~-say. \ 7
‘ MR. BOYLAN I am saymg that I do not understand why you '
bwould ask a w1tness before your Camuttee whether he has been
subpoenaed by the SCI, or anyone else. It is irrelevant to what ‘you
are doing. T e e
 ASSEMBLYMAN PELLY: I ccmpletely disagree with you, Mr.
B_oylan. I think it‘is quite relevant to what we are doing here today.‘ .
| | MR. BOYLAN: You are trying to do a McCarthy act. |
ASSEMBLYMAN PELLY: No. _ : o .
 ASSEMBYMAN BOCCHINI: One moment, please, Mr. Pelly.  Mr. ‘_ "

Boylan, I won't ask you for any type of apology, but I thmk that is an~
~ unfair characterlzatlon of Mr. Pelly. I thlnk it is. ' an unfair
characterlzatlon of anyone who sn:s on this. Comm1ttee. As these. typesu
of hearmgs go—- o _ o N
MR. BOYLAN: - You have conducted it kf'airly, and I have no
quarrel with that. But, the State Commission of Investigation does its
~ thing somewhere else, it has nothlng to do with what you are do1ng.
You are domg your thing judiciously and approprlately. ‘
This Assemblyman keeps asking about the State Canmssmn of

‘Investigatlon. -Frankly, I think it is 1rrelevant. :
‘ASSEMBYMAN BOCCHINI: By way of interest —— and by way of
falrness to Mr. Pelly and the rest of the Comnlttee —- there is nothing
lwrong w1th knowmg that another interested part of State government,
“even if it is an mdependent party - such as the SCI, is looking 1nto' R
this or any ‘other matter which might deal with ‘this Committee. :
I do not want to get into mixing apples and oranges,' or any
“prior people who have peen or who are presently before the SCI. It is
a fair questlon. ; ‘ o

MR. BOYLAN: We di‘f’_fer on that.
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_ ASSEMBYMAN BOCCHINI ‘ Correct.- It is a fa1r questlon as far
as the Chalr is concerned It 1s somethmg whlch does not necessarlly .

need to- be elaborated on. CIf you choose to dlsagree, 'you certainly |

have the rlght to dlsagree.v If you choose to say, “"We do not. care to -
& respond whlch has not been your response at all-- : '
' BOYLAN We re here. We gave everything. ‘
e ASSEMBYMAN BOCCHINI- You are g1v1ng h1m the answer, and I‘
‘would suggest that we contmue at th1s pomt. We reallze now that

'}there 1s sane type, ‘of at a least duces tecum type of request by the.' :

i dms. :‘.

- SCI. What they do, they do What thls Camuttee does, ,thls Camuttee .

SR § feel more c:onfldent rlght now, w1th the cast of people we
’ have in front of us, that we won t be short—changed where we end up
w1th people lylrg to us, as they d1d at a prev1ous hearmg. “
' j I -think, at thls Juncture, everythmg has - been forthrlght,
and we' won 't be confronted with the problems we had at a similar type'
of hearmg regardlng a dlfferent matter within Motor Vehicle. - = _:

' Mr, Pelly, do you have any further questlons” , , .
" ASSEMBLYMAN PELLY: No. AsT said before — and I want to
_reiterate it — the fact that you - have now dlsclosed you have been

| 'fsubpoenaed by the SCI puts an end to 1t.' I suggested to this- Oomm1ttee -
_that they no longer dlscuss the 1ssue in hght of the fact that it is -

”_'before the SCI. SN ’ ~ : '

~MR. BOYLAN: Fine. SRR |

ASSEMBYMAN BOCCHINI- Gettmg back to questions concernlng,'

o the contract, I notlced within the contract, Mr. Dnscoll, that you had -

S al llquldated damages clause. Mr. Boylan, you mlght be able to help in

: relation to the contractual aspect of - the contract. I have problemsh
' '_-w:Lth the 90-day warranty. Can you explaln that to me, Mr. Drlscoll? 1 ,
think 1t is substantlve in- relatlon to the busmess. What on earth/_'
: ',does that mean" o - o

’V fquestlon because it is substantlve. _ S

‘ " On the 11qu1dated damages, do you want to hold, and 1 w:.ll
"answer that later? |

ASSEMBYMAN BOCCHINI:f Fine.

BOYIAN Let Mr. , Drlscoll ‘answer the 90-day warrantyy |



' MR. DRISCOLL: Let me go back to your one-year guarantee on
the stapler. when you purchase a stapler and use it for one year, it
" is only going to do one function: It is going to put staples through
materlal ;. Or paper. |

In a data processing system, a system may perform "x " "Y P
“and "z functlons today, but over a period of months those functlons |
- may change. There may be a need to change. v . '
. The difficulty with putting a warranty on software for an -
extended perlod of time is that a warranty assumes that the functions
w111 not change. In effect, it freezes functlonallty.» ‘So, it would be
unreasonable for a person who develops software to put a warranty ona
‘product which, during the perlod of warranty, was changed functlonally,
and now he is carrylng—- : o _

ASSEMBYMAN BOCCHINI: Let me back up two sentences. I was
listening to you up to that point. | ' B

MR.' 'DRISCOLL:: Okay. I was trying to articulate the

difference in that software,‘ over a period of time. There may be a
'requ1rement to change the function of the software, it has to _do
o dlfferent th:mgs, be they major ‘changes or minor dlanges. : o
For examole, with the surcharge system—- ' .
| ASSEMBYMAN BOCCHINI: In relation to the——' I'm SOrry;.. 1
shouldn t cut you off Please con“lnue. | |
MR. DRISCOLL: I am trylng to explaln the dlfference in the‘ :
"nat'ure- ko'f the product. A stapler w111 be a stapler fram day one, and ‘
365 days later it will still be a stapler. A system on day one may
perform'."x“ function; a year later it may be required to berfo:m,"X" |
function, but it may also do some other things which requvire the
’ orlgmal software to be changed. ‘ - o
-So,_ a warranty usually assumes that the requlrements are
frozen for a perlod of time, during which time a system is run in a '

stable env1ronment, and any problems or bugs in the system will come to

iight; ' Then, once that period of three months —-— which is an industry
norm -- has run its course, the warranty is over, because it is
presumed that most of the significant bugs w1ll be detected durmg that A

three months. )
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Now, at the end of that three months, the person who has .

o purchased that software — if it is gomg to be their propr:.etary _" .

' software — 1s now free, or at. w111, to change the funct1ona11ty of

. ~that software. That is one of ‘the reasons why there is what you would

® cons1der to be a rather hmlted warranty period, . glven the magnltude of |

the cost of the product and the scope of its functlonallty.
Does that answer your questmn” Somewhere m there, there is f
~an explanat1on. _ . ’ : o
e ASSE:MBYMAN BOCCHINI.‘ It is a loglcal explanatlon, and I
g understand what you are saylng, but, at the same time, 1n relation to‘
- the perlod of 90-days, you are speakmg of software , am I correct?
'_ Maybe I need a further explanatlon regardmg the d1fference__’
| Abetween ADR's pos;Ltlon and your position in relatlon to that. Was thls_ .
warranty protectmg ADR, or .was 1t protectmg Prlce Waterhouse 1n c
‘addition to the State? T : S -
7 MR.*DR}I}SOOLL_: _ The warranty that shows up in our contract'has
- . nothing to do with ADR's software. . ADR's software, as I described the

p1geonhole and some other optlons, or embelhshments on it, is under

" separate warranty. _ What we are puttmg under warranty is the mechanlsm :
vby which you take the :mformatmn and put it in the plgeonhole — the
- execut1on, or what they call the appllcatlon programs ' That is exac_tly
’what we are putting under warranty. - | ‘
' ASSEMBYMAN BOCCHINI- Do you belleve, based on the letter you'
: recelved dated. August 26, 1985, from Mr. Oole in the Attorney General'’ s
’ offlce, and his representatlons thereln—- I understand the magnanlmlty
- of your suggestlon in the response letter of September 5, but,

N ‘notw1thstand1ng your response of September 5, if push came to shove, '

 would 1t be your. position, or the- p051t10n of Prlce Waterhouse, that

' - you have, in fact, lived up to the terms of the contract?

MR. BOYLAN: At what pomt” iy
* ASSEMBYMAN BOCCHINI: In relation to the August 26 letter.
MR. BOYLAN: - Well, you have to take the August 26 letter -
agamst the other letter we ‘wrote on August 30, and the letter from
- Mr. Cole— - R ' T
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ASSEMBYMAN BOCCHINI: Excuse me, I meant to refer to— I
said notwithstanding the response of — and I said September 5. I
‘meant to indicate the August 30 letter. ‘1 und‘erstand there is a— 1
- ~ MR. BOYLAN: If push came to shove right now— Everyone 1s
,vforking to remedy the problem, and v consequently, ‘the warranty to whl.chf
you refer has been supplemented by these letters. Price Waterhouse has
cammi tted 1tse1f at a cost probably in excess of $1 mllllon in personal .
time, to camplete this contract in order to elunmate the backlog.. So,
- the warranty, which is in the contract, ‘has been tak_en by Pric'ev
Waterhouse, through Mr. Cole putting pressure on them, and enlarged
into an undertaking, because of the catm1tment of Price Waterhouse to
excellence and its own reputatlon - so that it w1ll continue to get‘ .
busmess in Maryland, Kansas, etc. We will give New Jersey what is
called for, regardless of how we may feel 1nternally regarding. where
" the fault ought to be allocated. '

As an attorney, I think you understand, Mr. Chalrman

ASSEMBYMAN BOCCHINI. Do you understand what I am trying to
fmd out” If there is fault, where should it be allocated? _'

' MR. BOYLAN: Well, it is not important. We can't--

| ASSEMBYMAN BOCCHINI: Yes, but I think it is important ’to’the,‘ |
people of -this State to find out. If it is coming from within
goVernment, ‘then we want to .know why If it is coming fram outside of
government, then at least we can look at the people who are part of
government and say, "You are not at fault. We understand to a certam
degree." And, ‘whatever decisions or opinions we come up with, we will
came up with. - , _ B
MR, BOYLAN: I think you have to go back to Mr. Driscoll's
~ three perspectives, because there is no fault. There was an attempt to
-use fourth-'generation language, | which is a state-'of?the-ar»t
methodology, against an existing data base, and it wasn't able to do a
JOb of the magnitude and scope that was asked for by the DMV, |

We thought, on behalf of Price Waterhouse, that we could do
"the job, giving all perspectlves,. their proper due:. the DMV, its
vstate-of-the-art technology, its fourthegeneration' IDEAL language, "
SAC's system, or" we could reca'fmend architecture that would. then
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' ’".lmplement a true hardware. vIt ‘failed. It is costmg Price. Waterhouse o
" an - enormous amount of money in th:.s upccmmg perlod of- t1me to remedy

thls. 'I'ne fallure is- not so- nuch ~one of fault, 1n ‘the trad1t10nal o

’ sense of fault or no-fault, but a questlon of applymg, as does ‘the IRS_"_
on the nat1onal level, and as "do all of these: maJor corporatmns. -'
Everyone always thJ.nks gcvermnent 1s meff1c1ent. Ineffectiveness. may ‘
'come as a result of the attanpt to- use technology to the fullest
E extent. '_ Ll :
o As I listen to Mr. Dnscoll, that is what has happened here.
_It is’ not. a questlon of allocatlng fault; it is a questlon of v
o mlplementmg ‘high technology in an operat1on, the likes of which I have
" never heard described — 50,000 documents a day, and 11,000 phone calls
B 1s a staggermg problem.

ASSEMBYMAN BOCCHINI. i understand, and 'everything you say_ S

has a great deal of merit. But, notwithstanding 'that,y the fact is,
.vwh_11e -th_ere may.‘be a financial cost to Price Waterhouse in man-hours,
- etc., versus actual cost, to a certain extent, it is aISO costing the

publlc, Mr. Boylan, by way of confusmn 1nsofar as reglstratlcns and R

E llcenses are concerned. That 1s where- our responsibilities lie.

. MR. BOYI.AN That s why Pr1ce Waterhouse, in order to protect -
its reputatlon, is makmg thls ccmnutment. ‘
' -ASSEMBYMAN BOCCHINI- I noticed you were speakmg in the past
tense ina portlon of your comments regardlng, "We have tried; we have _
attempted, etc. - It is that an acknowledgement by Price Waterhousev
'that, in fact, they really couldn t do the system properly, and they o

| . ‘went mto it with the wrong operatlon’

MR. BOYLAN: No, not’ at- all I thmk you have to llsten to
the w1tness and get an explanatlon of why they went into the. system.
: that I am saymg is, what was attempted ‘here =- as I understand the -

w1tness, and 1 am ‘only charactenzmg the witness' testimony smce he
,' ‘is the expert and there. are other experts available-— An-attempt wasV
~made, in good falth, w1th a full commitment of resources, to do a
E "f1rst-rate job, - m order to g1ve DMV what it wanted, ‘and 1n order to -
achleve that with the data base that was in place through SAC._ In
attemptmg to do. that through fourth—generatlon language, whlch is the




-'state of the art, it wasn't capable of producmg the result because of
the volume Therefore, 1t is more than Just time; it is actual cost. i
I mean, there are actually hundreds of thousands of dollars bemg spent'
to remedy this problem as a result of the ccmnltments that Mr. Cole
demanded and got on behalf of the State of New Jersey. o
| ASSEMBYMAN BOCCHINI:  Before we go into the— '

MR. BOYIAN: L1qu1dated damages? : :

ASSEMBYMAN BOCCHINI: (contmumg) '--llquldated damages
section of that contract, Mr. Pelly, I belleve you had a questlon_
relatmg to a prlor subject. ‘

ASSEMBLYMAN PELLY: Yes. Mr.'Driscoll, I want to get clear.
in my m1nd the 1ssue of - your f1rst bemg approached with respect to
making political contributions. 1 believe earller you sa1d you were
approached to make a political contrlbutlon. - . I don't qulte
~understand. Was it prior to your having been given the bid waiver that
you were asked - whether or - not you had made any polltlcal,

o contr1but1ons° When d1d you say-- You had it in your testlmony——‘-

_ ‘ MR.. DRISCOLL- That I solicited my partners to determme 1va
”ttheyhad—-k . o ‘ _ , S
. ASSEMBLYMAN 'P'ELLY: ' No.'v You' were .solic\ited by 'someone, and
'I--v | , ‘ o : - '
 MR. DRISCOLL: That was subsequent to the 51gn1ng of the bid
waiver by Treasurer Bledeman. I believe the— It was m1d—August when '
I received the phone call, and the bid waiver was August 11. ' ’
ASSEMBLYMAN PELLY: Who asked you?
MR. DRISCOLL: I mentioned that before.
ASSEMBLYMAN PELLY: Yes, but I have forgotten.
~MR. DRISCOLL: Clyde Folley.
, 'ASSEMBLYMAN PELLY: Do you have any idea who asked Clyde ,
‘Folley to inguire? ' o :
MR. DRISCOLL: I believe it was a Mr. Creamer.
ASSEMBLYMAN PELLY: Do you know his first name?
MR. DRISCOLL: No, I don't. o |
ASSEMBLYMAN PELLY: Did he work for the State? |
MR. DRISCOLL: I don't know. I believe he is a prlvate ‘

‘businessman in Bergen County.
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, , ASSEMBLYMAN PEI..LY A pnvate busmessman 1n Bergen County?
: ”Do you have any idea as to why he asked that questlon? o
' - MR. DRISOOLL° why? : _

* ASSEMBLYMAN PELLY: Mr.. Folley made that mqulry"
. 'MR. DRISCOLL: To me"
. ASSEMBLYMAN PEILY° Yes. = o ‘ -
_ | MR. DRISOOLL°  He wanted Prlce Waterhouse to support the -
‘GovernorsBall., N S

ASSEMBLYMAN PELLY: | Obvmusly, by subsequent test:.mony, you |

thought that approprlate? Qkay 'Ihank you. o : ,'
: ASSEMBLYMAN LaROCCA Do any of the members of the Camuttee |
have further questions? ' o ~

ASSEMBLYMAN MARI‘IN., I have a questlon. ' You spoke be‘fdre,—é.‘ o

" We were talk1ng about warrantles, and there was concern\ about the
. .90-day perlod You also used a phrase called "an 1ndustry norm. Do I
' wtake that to mean that the 90 days was a tJ.me frame wh1ch 1s cammon 1n :

o contracts sumlar to thls"

MR. DRISCOLL: correct _ _ o ,
- ASSEMBLYMAN MARI'IN. : This is not the . flrst tJ.me you_ |
negotlated a contract that only had a 90-day warranty ’

MR. DRISCOLL- That 1s correct.
ASSEMBLYMAN MAK['IN' . Thank you.
ASSEMBLYMAN LaROCCA- I would 11ke to have some 1nput on the

o 11qu1dated damages clause in the contract, or your 1nterpretat10n of

- "hw 1t would work: mechamcally. " You have a problem..- You have

»pract1cally admitted there is a problem. Very cavallerly, you are
--attempting: to remedy the 31tuat10n in a way you think 1s best for
yourselves and the State. . But, T see ‘that the 11qu1dated damages
clause, “on - Page 15, prov1des for non—performance by the consultants,
both as to the surcharge systen and as to the canprehenswe system.
MR. BOYLAN I can only say what the State of New Jersey sa1d
“to us on September 5, 1985, through First Assistant Attorney General,
. ’M1chael Cole. 1 assume that he speaks at least for the Executive
Branch. On- the second page of that letter 1t says. "It is nnportant
- »forv'us to know when you' intend to ‘complete the necessary remedial v_:ork,-
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t_,and we assume this w1ll oe 1nc1uded in your work plan, wh1ch will be
finalized in two or three months. :

- "As you know, the contract provides for llquldated damages
~ for delays in the completion and dellvery of the system. We hope not
to be in a pos1t10n in which we feel obllged to pursue hquldated‘
,damages, and hope that in the time frame set forth in your remedial
_ work plan, as such, we will not feel obliged to pursue such remed1es as
are available in the contract, based on the ccmpletlon date spec1f1ed _
in the contract. ' '

© "We w111 also apprec1ate your settmg a deadllne for thef
completlon of your remedlal work: plan, and advising us of the deadlme_
. as. soon as poss1b1e.'_' ' ~ . , .

"the clause to which you refer, Assemblyman LaRocca, 1s’

‘ being held over the head of Price Waterhouse by the State of New Jersey'
in the,event we fail to accomplish the goal. The goal of llquldatedb
' dvamages ig—m As you know, we can't measure the harm done. Liguidated
damages are not favored in the law, nor 1mposed by the courts. 'mey_ E
are only used where you can't measure when the measure of damages is -
' so speculatlve that you can' t cor\e up with scme measure of damages 1f>’
-you go to court. o o
_ Therefore, this measure of llquldated damages in the contract
- is to be an effect1ve tool for fortlng you to stick to the ‘contract,
even should you be inclined to walk away from it and pursue your remedy»
in court. So, the llquldated damages clause here of $30,000, or $50
after a month, is belng applled by forcing Price Waterhouse to do the o
job at no add1t10na1 cost to the State. , o
I dlsagree w1th you in terms of what is an actual cost. When

men are working on a JOb, their time is money; - SO, 1ndeed, there 1s—- ; ‘
ASSEMBYMAN BOCCHINI: . That's true. But, when you charge

someone $100 an hour, or $150 an hour, or more, and you do scmethmg
gratuitously, you may not necessarily have been using—- Let's face it,

we all have same people we do things for within our respective S

practices who don't get charged the prime-dollar hour. You "eat it,"
so to speak, but there is a certain good that comes out of ‘it.
‘Obviously, Price _'WaterhouSe can't stand to be in a position, from a
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N publlc relatlons stanopomt of, "Hey, they d1dn t do. the Job. They are

not cooperatmg, etc.' fram the blg boys on the street, and they 11ve S
off their reputatlon._" 1 understand ‘that, but at the same time, to
_1nfer that the 11qu1dated damages — in all ‘due respect, Mr. Boylan e ,
o -b-are of a nature. where Pnce Waterhouse is gratultously stepplng in and I

domg 1t, may be— : o

i MR. BOYLAN: Gomg too far. S . |
ASSEMBYMAN BOCCHINI- Gomg too far, and that is somethmg we

are not here to decide. We ‘are not a court of law. 'I‘here is a

. "questlon as to, "Has performance under the contract - under the

' -four-corners of the contract - been rendered, in effect, by Price

- Waterhouse?" and we can t, through Jud1c1al determmatmn, come in and
- say that it has or 1t hasn t. I think this is a questlon that concerns_' .

us, and when one - analyzes the 11qu1dated damages, it goes into the next
, _questlon, whlch is d1rected to Mr. Driscoll: When can we anticipate
_ ‘that the whole thlng is gomg to be on 11ne"' When do you antiCipate
" that -the 1 4 m1111on documents referred to - whether they be accurate
or . 1naccurate = and - the masses of people, the publlc, who are bemg

frustrated are go1ng to- be served by Mr. Klme s D1v1s1on, which is

‘gettlng beat up on every day” We, as’ leglslators, are__hearmg “this
o from our constltuents..

MR DRISCOLL- I guess the answer to that questlon 1s '
N ’ multl-faceted _We are in the process of rewrltmg some of the programs .
that deal w1th the overnlght batch processmg system. The overnight -

batch processmg system is one of the facets of the system, in total,

) whlch is contrlbutlng to ‘the backlog. The 1nab111ty to process a day's . _
T _busmess over'nlght aggravates that problem._ We are in the process of '
: recordmg scme of those programs In fact, two of them — two of "theb

,major programs 1n that group - have actually been coded, and they are
“in the process of ‘being tested. We would expect them to be J.mplemented
w1th1n the next couple. of weeks.

- You know, this" may-—

' ASSEMBYMAN BOCCHINI: Excuse me. You said, "In the process .
of being tested. Question: Was there a testing with the IDEAL

_language°
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MR. DRISCOLL: You are getting 1nto a subject that ‘I can go .
~in many directions on regardmg the subject of testmg. whether you
~oould - test to detemlne whether IDEAL was going to be capable of
,supportmg the entlre Motor Vehicle system when mplemented — that was
a test that could not be made. ‘ ' : o
, ' ASSEMBYMAN BOCCHINT: But, there is -a’ test that can be made
with the—- ' ' -
‘ - MR. DRISCOLL: Individual ccmponents. v
_ MR. BOYIAN: He is talklng about subsystems now,,not the
' whole language. Go ahead.
© MR. DRISCOLL: In other words, in rewriting the ‘programs in -
' ASSEMBYMAN BOCCHINI: Wait a sec_ond. Do y'ou want to fly that |
one by me agam- that was slick. L o - _
MR. BOYLAN: He is talking about subsystems within the totalr :
program and not the COBOL language, as opposed to the IDEAL language. '
“ ASSEMBYMAN BOCCHINI: Okay. ‘
MR. BOYLAN. Not slick, accurate,
ASSEMBYMAN BOCCHINI: Okay. Fine. Thank you.
» MR. DRISCOLL: I shouldn't comment. Do you urxierstarxi what
he said> . |
| ASSEMBYWAN BOCCHINI: That's why I—  No, I understand. I
think ‘I understand, but I dqn't"kﬁow. You are somewhere between,’
subsystems. - I thought I was on a language system, but Mr. Boylan was
on a subsystems level., I want to know what type of level you were on.
‘ MR. DRISCOLL: Well, to get back to where we were, I hope we
can see some vrellef in terms of bemg able’ to work on the backlog
v_withih the next month or so. The alternate system, which Director
Kline referred to —- going back to ‘the old data base — is going to
provide some 1mmed1ate relief in terms of having accurate data for the
State Police system to access when re,qu1red.' But, that Stlll does not '
- el:iminate.' the need to eventually take those 1 4 million ‘transactions
_and‘put them in a new data base, in the new system. That probably will
not be done. You‘kriow, we will start seeing some relief by havmg that
" “done probably in the early part of November or mld—November.
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You asked a questlon w1th regard to the outs1de, before :

»everythmg is rectified and the State has a syste'n that is funct1on1ng

in accordance w1th expectatlons " We -are putting together, at this-

point, a document whlch addresses the 1ong—term questlon. _What is it

.]gomg to. mvolve in terms of" rede51gn of the system, recodmg, }the’
resources 1nvolved, and what is an expected period of tune" Really, I _A _—
"can t glve you a. firm answer on that. - It could be as early as the o
._‘_flrst quarter of 1986; it could be later than that. R
ASSEMBYMAN 'BOCCHINI: ~ So Hmnpty—Dmnpty won t be put togetherl :

agam before 1986 in the ccmplete sense of . the word?
: MR. DRISOOLL- : Before the end of thlS year, no.
ASSEMBLYMAN LaROCCA: - Mr. Cha1rman" '
ASSEMBYMAN BOCCHINI.' Yes? - | |
ASSEMBLYMAN LaH.‘JCCA Are you saymg that rlght now you are

concentratmg your best efforts to make: the system function in three,

~four, .or f1ve months” You are . also saymg that down -the line, maybe

- you: w111 have to start all over agam because, on the overall, there

’ may stlll be problems. , So, it looks 11ke a Band-Aid approach

, “MR. DRISCOLL: I am not suggesting it is a 'Band-Aid B
' approach. Let me boil this down of the most fundamental way to lock at

where we are today. ‘The system 1tself does what it is supposed to do.
People have not questloned the functlonallty of 1t. The problem 1s, it

‘doesn't do 1t fast ‘enough., When I say 1t does what it is supposed to ’
| d 1t knows hcw to create a llcense and data record a receipt for
. -paying for a license. It knows how to post a violation. It knows how
: toaddupanumberofpo1ntstosee1fonecanget suspended Itknows '

~ how to -do all those thmgs. , The problem 1s, it doesn t do it fast
enough. ' o : ' : ’

, you have another appomtment.

-I have a ‘couple of pages I would llke to get into, and I hate
-.to ask you, but ‘I may have to. If- you , would be graclous enough to
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ASSEMBYMAN BOCCHINI: All nght, Mr.rLaRocca” Pat, I know

| ASSEMBLYMAN SCHUBER-' '_ I have another - appointment in
'Hackensack o - R , L o
. . ASSEMBYMAN BOCCHINI" That is where Mr, Farrow lives, so— '
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appear possibly next week, ” depending upbn 'my' vConmittee membe’rs" |
schedules, and your schedules, Mr. Driscoll and Mr. Boylan, this. matter
: .w111 probably need to be continued.
‘ MR BOYI_AN Would you care to. glve us the questlons ahead of
time so. we can prepare ourselves”

ASSEMBYMAN BOCCHINI: I thmk we can do that.

MR. BOYIAN: I mean if there are documents involved.

o ASSEMBYMAN BOCCHINI: Yes. I thmk we can probably forward
them. - You know, a lot of the questlons we have come out of documents
which we did not receive until Friday. Some of the thmgs were not
; recelved until yesterday and today. - | v S
o But, if I may, there are two questions I do have, Mr.
- Driscoll. Did you say that was Clyde Farrow’ | '

L MR, BOYLAN: Folley.

ASSEMBYMAN BOCCHINI: ‘How do you spell that"‘
MR. DRISCOLL: F-O-L-L-E-Y. . . ,
ASSEMBYMAN BOCCHINI : And Mr. Creamer?
MR. DRISCOLL: C-R-E-A-M-E-R.
ASSEMBYMAN BOCCHINI: Fletcher Creamer”
~ MR. BOYLAN: Fletcher Creamer. ; :
. ASSEMBYMAN BOCCHINI: Is that correct, Fletcher Creamer"- i
‘MR, DRISCOLL:’ I presume it is, yes. ‘ ‘ o
- ASSEMBYMAN BOCCHINI: Do you know? Are you certain? ' _
MR. DRISCOLL: I am reasonably certain that who it is, yes.
ASSEMBYMAN BOCCHINI: Before we came to a close, is there
anything you would like to add at this point? I have some more. Keep
in mind that I want to g‘et' into questions conéerning the IDEAL 1ang'uage -
versus the COBOL lvan’guage and the ‘checks that were done in relation to
“the 'language. Was there a check system for the IDEAL language? I am
not talking about any sub-systems. Was there a check system for the

COBOL language, or the IDEAL language, as far as your initial contract
was concerned? Did anyone test it to find out: "Will we be able to
- handle the requested things we need to do under the contract?" Were
there any tests done to ascertam that? V _ ‘

MR. DRISCOLL: Do you want me to answer this now? I though't,
'_ydu mentioned this is something to keep in mind until next week.
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ASSEMBYMAN Boccumx- we_ii-,“ it is smnéthing—{_ I just"want to

; »know now anyway., _

- MR. DRISCOLL- The answer to that questlon 1s, as part of the' e
_"1n1t1a1 review of IDEAL and the m1t1a1 dec151on, we v1s1ted a couple.v
of s1tes.  One canpany was Kodak up in Rochester, and I can t recall i

' "the second company, where, in fact, the IDEAL language was being used.-

'So, we did same reference checkmg, if 1 may use that term.

' ASSEMBYMAN BOCCHINI. Bowmany termmals were those canpames.v -

R 'usmg, do you know?

" MR. DRIS(XJLL. I don t. recall._ Certamly, ne:.ther of the_.
places we visited were systems of the same ‘scope and’ magnltude as the S
. state of New Jersey. | o o - Lo
o ASSEMBYMAN BOCCHINI so, what could they have possmly.'
: proven to you in relatlon to the scope of the need of the State of New

: Jersey 1f the systems you v1s1ted were. not of ‘the same magmtude”

MR. DRISOOLL? Well, there are var1ous aspects or attrlbutes |

of a system that you mght want - to verlfy the 1nc1dents of errors

) occurrmg whlle usmg the system, . and the actual reahzatlon of -
bproduct1v1ty ga1n by the people who ‘are using the system., Is 1t -

'faster? ‘Is it easier to ma1nta1n° Is it easier to test"_ ‘So, _there

are a number of questlons one mght WISh to ask, and can have answered .v

by maklng a visit of that nature. =~ . N .

v ', , " ASSEMBYMAN BOCCHINI-‘ By the way, Mr. Boylan, sanethmg is.
‘ ~ sort of botherlng me in the back of my mind. I know you made reference ’

o to my letter of September 18th My recollection is — please correct

me, Mr._Klme — I think’ you and I spoke prior to September 18th, on
the phone, concernmg the potentlal of thls meetmg. . The September

= 18th date of the letter is, at best— - ,
' MR, BOYT.AN To Mr. Dr1scoll’>

' ASSEMBYMAN BOCCHINI: - Correct.  But, the September 18th
_ letter is, at best, comc1denta1. Any . Other 1nference you may wish to -

'draw 1s ‘your own If you want to dlSCUSS that in any other fashlon, I
certamly hope you will, I was . just a 11ttle taken back by a couple of
’your canments. . - ' . ' : :

" MR. BOYIAN: Wé‘ll,»I hope so.
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ASSLMBYMAN BOCCHINI-_ Well, I was. - So, you did what you
,mtended to do. v - ' o
MR. BOYLAN: Are you talkmg about Assemblyman Pelly?
ASSEMBYMAN BOCCHINI: No. Assemblyman Pelly is not here, so-
- I am not talklng about hJ.m I don t think we should speak about him.
| 'MR. BOYLAN: Well, I am just talking about the fact that we.
got the 1etter on the 18th, in terms of a date.v I am not followmg you
~at alls. P
| ASSEMBYMAN BOCCHINI: I think yeu made' reference to my letter
of the 18th. | M- | o
MR BOYLAN Yes. , .
ASSE:MBYMAN BOCCHINI: 1 just didn' t see the assoc1at10n.
MR. BOYLAN: With what? B o =
ASSEMBYMAN BOCCHINI:  With any request for your subpoena frcm
the SCI, as you were referrmg to., . -
_ o MR. BOYLAN: Oh. Put 1t thls way: Let's not'kdebate that.
All right? | S R
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