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 SUMMARY 

In 1995,  a consortium of toll road authorities was formed to undertake an electronic toll

collection project. The Request for Proposals was for a contract to design, build, operate and

maintain an E-ZPass system.  Bidders were encouraged to make  suggestions about how the project

could be financed.  Despite warnings that the project was not likely to be self-financing and that the

revenue streams were speculative and risky, the Consortium  proceeded with a plan to pay for the

project with revenues generated from toll violation fees and fiber-optic cable leases.  

Under the contract awarded to MFS Network Technologies, the Consortium would pay "$0

down and $0 payments" for eight years.  However, the Consortium guaranteed payment from the toll

road authorities if revenue projections were off.  Gov. Whitman  approved  the toll road authorities'

guarantee of payment while,  at the same time,  she and her administration deliberately misled the

public into believing that the E-ZPass system would pay for itself.  

The Economic Development Authority was used as a conduit for $300 million in privately-

placed bonds to establish a project fund to finance the project until the revenues started coming in.

The Consortium's guarantee of payment was called a "True Up Agreement."  That Agreement

requires an annual recalculation of the base case financial model for the project. If that recalculation

forecasts a deficit, the toll road authorities must identify  the funds needed to pay the deficit in 2008.

According to the November 2001 recalculation of the base case model, the Consortium will

be liable for a deficit of $161,731,000 in 2008. One reason for this deficit is the failure of the

Consortium to take the necessary steps to collect the violation revenues which are the crucial element

of the self-financing  plan.  Four years after the project was started,  neither a collection agency nor

the  municipal court process to collect violation fees were in place. Revenue from violation fees in

2001 was projected to be $101.8 million; in reality, only $10.3 million was collected. The

implementation of the E-ZPass system has been grossly mismanaged.

 Other factors that have contributed to the deficit are the inefficient and costly decision to

operate separate customer service  and violation processing centers and the Consortium's decision

to distribute for free transponders which cost $22.50 a piece.  Over $4 million alone has been spent

giving free transponders to out-of-state account holders. 

In conclusion, the Whitman administration was warned that the self-financing plan was not

likely to work, but proceeded with it anyway.  The supervision of the contract performance and the

overall implementation of  the E-ZPass system have been fraught with  error.  The Committee has

made recommendations for legislative action to prevent repeats of these problems.  The Committee

also recommends that the Legislature request an investigation of the E-ZPass system by the State

Commission of Investigation.   
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INTRODUCTION

 The E-ZPass system is a project of the Regional Consortium for Electronic Toll Collection

(Consortium).  The Consortium is a multi-agency group formed  in 1995 by Memorandum of

Understanding  among the agencies to work together to implement an electronic toll collection system

for the roadways, bridges and tunnels operated by these agencies.  The Consortium's  members  are

the New Jersey Highway Authority, the South Jersey Transportation Authority, the Port Authority

of New York and New Jersey,  the Delaware Department of Transportation and the New Jersey

Turnpike Authority, which serves as the lead agency for the Consortium.  The Consortium's members

belong to the E-ZPass Interagency Group which coordinates all of the agencies operating E-ZPass

systems on the East Coast. 

E-ZPass is an electronic toll collection system which allows a motorist to pay highway and

bridge tolls without stopping to deposit coins or tokens or to hand money to a toll collector.  A

transponder mounted in the vehicle emits a signal which is received by equipment in the toll lane.  The

information is processed and the motorist's E-ZPass account is charged for the appropriate toll.

Video equipment  installed in the toll lane  takes  an image of the vehicle's license plate.  The image

can be used to identify those who pass through the toll lane without paying their toll.  The E-ZPass

system is used by numerous highway and bridge authorities throughout the East Coast.  The E-ZPass

system reduces traffic congestion and air pollution from motor vehicles. 

The contract for the E-ZPass system is what is known as a design-build, operate, and maintain

contract (D-BOM).  Under this approach, one contractor designs the project and then proceeds to

build, construct and install the project.  When construction and installation are complete, that same

contractor operates and maintains the system. 

The Committee's legislative mission was to examine E-ZPass - its conceptualization, the

designing of the project, the way the contract was put out to bid and awarded, the development of

the funding mechanism for the project,  the implementation  of the project, the performance of the

contract, and the current status of the project - in order to understand the problems that have arisen

and what steps can be taken by the Legislature to prevent such problems from happening again. 

The Assembly Transportation Committee  heard testimony  concerning the E-ZPass system

in New Jersey  during Committee meetings  on February 2, 2002; March 3, 2002; March 21, 2002;

May 2, 2002; May 13, 2002 and June 10, 2002.  The Committee requested and  received documents

concerning E-ZPass from the parties on the accompanying list. Based upon the testimony and

documents received,  the Committee makes the findings and recommendations set forth herein.
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WITNESSES BEFORE THE COMMITTEE

Testimony was received by the Committee from the following individuals:

February 28, 2002 meeting:

Diane Scaccetti, Acting Director, New Jersey Turnpike Authority

Gregory J. Soriano, Senior Vice President, Parsons Brinckerhoff-FG, Inc., Project Manager

George P. Zilocchi, Acting Executive Director, New Jersey Highway Authority

Fran Ehret, President, Local No. 194, New Jersey Turnpike Employees Union

March 18, 2002 meeting:

Seth Maiman, Senior Manager, Government Affairs WorldCom, Incorporated

Jack Walters, Senior Vice President, Systems Engineering, WorldCom, Incorporated

Denise A. Ciok, Vice-President, Transportation Port Jersey Logistics, and Vice-President

New Jersey Motor Truck Association

Gail E. Toth, Executive Director, New Jersey Motor Truck Association

Matthew Wright, President and Owner, Apgar Bros. Motor Transportation

Lorelei N. Nottese, Manager, Government Relations, Wakefern Food Corporation

Charles Amorosi, Manager, Transportation, Wakefern Food Corporation

Raymond Neveil, President, Citizens Against Tolls
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March 21, 2002 meeting:

Gregory J. Soriano, Senior Vice President, Parsons Brinckerhoff-FG, Inc., Project Manager

May 2, 2002 meeting:

Edward Gross, former Executive Director of the New Jersey Turnpike Authority

May 13, 2002 meeting: 

Caren S. Franzini, Executive Director of the New Jersey Economic Development Authority

Lawrence G. Cier, Director of Investment Banking, New Jersey Economic Development Authority

June 10, 2002 meeting:

Daniel M. Morash,  Managing Director of Global Head Project Finance, Newcourt Capital Securities

 

Frank Wilson, former  Commissioner of  Transportation

The transcripts of the above testimony are available on the Legislature's Internet site

(http://www.njleg.state.nj.us). Due to technical difficulties, only a portion of Ms. Scaccetti's testimony

was transcribed.  Archived recordings of the Committee's meetings are also available on the

Legislature's Internet site.
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WRITTEN TESTIMONY SUBMITTED TO THE COMMITTEE

Mark IV - IVHS, Inc., and

Tri-State Transportation Campaign. 

DOCUMENT SOURCES

The Committee requested and received documents from the following entities involved

with the E-ZPass project:

The New Jersey Turnpike Authority, lead agency for the Regional Consortium,

The New Jersey Highway Authority,

The South Jersey Transportation Authority,

WorldCom, Inc., 

Parsons Brinckerhoff-FG, Inc.,

The New Jersey Economic Development Authority, and

Mark IV - IVHS, Inc.
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LIST OF EXHIBITS 

Exhibit A    MFS Network Technologies, Inc.'s letter dated July 26, 1996 

Exhibit B    MFS Network Technologies, Inc.'s letter dated Sept. 27, 1996 

Exhibit C    MFS Network Technologies, Inc.'s letter dated Oct. 2, 1996 

Exhibit D    Turnpike Authority Commissioners' Briefing, Nov. 26, 1996

Exhibit E     Newcourt Capital's letter to Edward Gross dated  June 13, 1997

Exhibit F     Newcourt Capital's letter to Edward Gross dated  July 24, 1997

Exhibit G    New Jersey Dept. of Transportation press release dated March 11, 1998

Exhibit H    Governor Whitman's letters (3) dated March 10, 1998 approving the toll road 

        authorities'  actions regarding E-ZPass,  including the True Up Agreement

Exhibit I     MFS's "violation/penetration/collection cube"  and Consortium income/payment          

                  matrix dated Oct. 10, 1996

Exhibit J     Star-Ledger article dated Jan. 22, 1999

Exhibit K    Attorney General David Samsom's letter dated May 1, 2002

Exhibit L    Resolutions of  the three toll road authorities approving E-ZPass, March 10, 1998

Exhibit M  Statement of Objectives, Request for Proposals, April, 1996

Exhibit N  Requirements and Conditions for Proposals,  Request for Proposals, April, 1996
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CHRONOLGY OF E-ZPASS EVENTS 

(events concerning  MFS NT's history are in bold )

Sept. 1995  - Regional Consortium for electronic toll collection system is established by

resolution of each of the three toll road authorities approving a Memorandum of

Understanding; the Turnpike Authority (NJTA) is selected as the lead agency;

        -  Christine Todd Whitman is Governor;

        - Frank J. Wilson is Commissioner of Transportation;

        - Edward Gross becomes Acting Executive Director of  NJTA.

Jan. 1996   - Consortium issues Request for Information and Request for Qualifications for the

ETC project.  Subsequently, four entities pre-qualified for participation as prime

contractors:

Chase Manhattan Bank, N.A.

Lockheed Martin IMS Corp.

MFS Network Technologies

Valley National Bank, N.A.

 

April 1996 - Consortium issues Request for Proposals.

July 1996   - Proposals are submitted by Lockheed Martin IMS (Lockheed)  and MFS Network

Technologies (MFS NT).  

Sept. 1996   - Frank Wilson recuses himself from further participation in any discussions 

relating to the  E-ZPass project;

                    - Consortium issues Best and Final Offer (BAFO) guidelines;

                    - Lockheed and MFS NT submit BAFOs.

Oct. 1996   - Lockheed and MFS NT submit Best and Revised Final Offers (BARFO);

        - Consortium's Multi-Agency Evaluation Team (MET) recommends awarding the 

contract to MFS NT;

                    - Lockheed files protest with NJTA over bidding process.
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Nov. 1996   - Consortium's Executive Council approves  the awarding of the E-ZPass contract

to MFS. 

Dec. 1996    - WorldCom acquires MFS Telecom, Inc., including its subsidiary MFS NT;

         - Frank Wilson's resignation as Commissioner of Transportation is effective.

Jan. 1997    - John J. Haley becomes Commissioner of Transportation.

Feb. 1997    - Edward Gross becomes Executive Director of the NJTA.

March 1997  -   E-ZPass contract is awarded to MFS NT;   

                     -  MFS NT hires Newcourt Capital as its financial advisor for the E-ZPass project.

April 1997    -  Consortium issues Request for Proposals for program management service for 

 E-ZPass implementation. The contract is subsequently awarded to Parsons 

 Brinckerhoff-FG, Inc.

May 1997     -   Lockheed files suit challenging the award of the contract to MFS NT.

                      

June 1997     -  Superior Court of N.J., Appellate Division, rules against Lockheed holding that     

 the bidding procedures used by the Consortium were fair,  Nachtigall v. N.J. 

Turnpike Authority, 302 N.J. Super. 123 (App. Div.),  certif.  denied 151 N.J. 77

(1997);

          -  Newcourt Capital warns Ed Gross that large reserves of funds are necessary          

                because of the uncertainty of the revenues from  violations and fiber-optic leases. 

July 1997      -  Newcourt Capital warns Ed Gross that major banks are declining participation in 

 the financing because of the risk,  including the speculative nature of cash 

 inflows; 

         -   New Jersey Supreme Court denies certiorari in Lockheed lawsuit, litigation 

 ends;    

                      -  Parsons Brinckerhoff awarded the contract to perform program management 

              service.
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Oct. 1997      -   NJTA Comptroller Catherine Schladebeck files "whistle blower" lawsuit against 

     NJTA concerning, in part, estimated revenues from E-ZPass violations, 

  Schladebeck v. New Jersey Turnpike Authority, N. J. Sup. Ct. Middlesex Co.,  

  no. MID-L-010237-97.  

March 1998   -  Contract is signed with MFS NT, notice to proceed is issued;

           -  Press release from DOT states: "The project will be paid for with revenues from 

  violations enforcement fees, the lease of excess fiber-optic capacity to tele- 

  communications companies, and additional technology marketing programs;" 

 The press release quotes  Gov. Whitman:    ". . .  motorists will soon be able to 

  reap the benefits of   advanced technology at no cost to the taxpayers;"  

           -  Economic Development Authority  issues $300 million in bonds to finance E-

  ZPass project.  

July 1998       -  Able Telcom Holding Corp ("Able") acquires  MFS NT from WorldCom.

Nov. 1998      -  E-ZPass becomes operational on Atlantic City Expressway and Delaware

  Turnpike;

                       -  Original deadline for opening of Violations Processing Center (VPC) is not met.

Dec. 1998      -   James W. Weinstein, Jr., replaces John J. Haley  as Commissioner of

   Transportation.

       

Jan. 1999       -   MFS NT agrees to pay $25,000 per day for lost revenues due to lack of a fully 

   operational VPC.

June 1999      -   Consortium announces revised schedule for implementation of E-ZPass on 

   Parkway and Turnpike.

July 1999      -  MFS NT opens the VPC.

Dec. 1999     -  Installation of E-ZPass is changed to a phased implementation.

Feb. 2000      -  MFS NT changes its name to Adesta Communications, Inc. (Adesta).
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May 2000      -  First amendment to the E-ZPass contract. 

June 2000      -  Consortium announces revised schedule for completion of the phase-in of E-

  ZPass on the Parkway and Turnpike.

Aug. 2000     -   Stipulation of settlement filed in Schladebeck v. N.J. Turnpike Authority.

Dec. 2000      -   Bracknell Corporation acquires Adesta as part of its acquisition of Able.

       

April 2001     -   Second amendment to the E-ZPass contract, includes changes regarding the 

  Customer Service Center.

Sept. 2001     -   Adesta files for Chapter 11 bankruptcy in federal bankruptcy court.

Nov. 2001     -  James W. Weinstein, Jr. resigns as Commissioner  of Transportation. 

                 

Dec. 2001      -  U. S. bankruptcy court authorizes the assignment of the E-ZPass contract to

  WorldCom ETC.

                     

Jan. 2002      -   Edward Gross leaves the Turnpike Authority.

Feb. 2002       -  James Fox becomes Commissioner of Transportation.

March 2002    -  Michael Lapolla becomes  Executive Director of the Turnpike Authority.

. 
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FINDINGS

CONCERNING THE DESIGN AND DEVELOPMENT OF THE PLAN FOR THE 

E-ZPASS PROJECT AND THE AWARDING OF THE CONTRACT

  

Finding 1

C The E-ZPass project is a massive, complex undertaking involving the installation of electronic

toll collection equipment in more than 700 toll lanes and the coordination of  five toll

authorities in New Jersey, New York, and Delaware.  It includes: 

1. Work at every toll plaza to refit the toll booths with the necessary hardware

equipment and software, installation of the communication components to link with the

customer service center, reconfiguration of the traffic flow, and other steps to implement the

necessary technology;

2. The installation of the fiber-optic cable component  along more than 400 miles

of the toll road authorities'  rights-of-way and the necessary software for an integrated

communication network throughout the E-ZPass system;    

3. A customer  service center  to collect and distribute the tolls, including the

necessary links among customers, credit card companies, banks, members of the Consortium,

and other agencies which operate E-ZPass systems;  

4. A violations processing center to process and collect violation fees; and 

5. A  plan for the financing of the project.   

Finding 2

C The impetus for  an electronic toll collection system came from the highest level of the

Whitman administration.  The three toll road authorities acted within their existing powers
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and created the Consortium  by  resolution of each of the members entering into a

Memorandum of Understanding in September, 1995.  

C Frank Wilson was appointed Commissioner of Transportation by Gov. Whitman in March,

1994 and was involved from the development of  the concept of an electronic toll collections

system and the formation of the  Consortium through the preparation of  and issuance of the

Request for Proposals and was still Commissioner of Transportation and a member of the

Consortium's Executive Council when the bidders' Response to Proposals were received by

the Consortium.

C  No legislative authority was required for the implementation of the electronic toll collection

system, except for passage of  P. L. 1997, c. 59 (C. 27:12B-18.2 et al.)  clarifying  the

existing law of the State's three toll road authorities  with regard to the use of photo-

monitoring evidence to enforce toll collection violations. 

Finding 3

C The Request for Proposals issued by the Consortium was for a single contract to design-

build, operate and maintain an electronic toll collection system. The Consortium issued a very

general Request for Proposals for the project, leaving it to the bidders to suggest how the

project would be done. (Wilson transcript pp. 102, 103)

C Design-build, operate, and maintain projects are relatively new to New Jersey and the United

States. (Soriano transcript p. 8)  

C Typically a construction project in New Jersey would have one entity design the project and

prepare the bid documents.  The State, its agencies or authorities would then seek separate

bids for the construction of the project.  The State, its agencies or authorities would oversee

the construction of the project.  It would be up to the State,  its agencies or authorities to

operate and maintain the project itself or to seek a separate contract for a private party to do

so.

C Toll road authority statutes generally provide for a low bid process, but exempt professional
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services from this provision. See e.g. N.J.S.A. 27:23-6.1. The Appellate Division of the

Superior Court of New Jersey held that the E-ZPass contract  was a contract for professional

services and exempt from competitive bidding laws.  Nachtigall v. N.J. Turnpike Authority,

302 N.J. Super. 123 (App. Div.), certif. denied 151 N.J. 77 (1997).

C Frank Wilson was the Commissioner of Transportation at the time the E-ZPass project was

being developed, the Request for Proposals was prepared and issued, the financial plan was

being negotiated,  and the proposals were received from the bidders. (In Nachtigall v. N.J.

Turnpike Authority, supra,  the court found that Frank Wilson "recused himself from further

participation on behalf of the Consortium in any discussion relating to the ETC procurement

process" on September 3, 1996. ( supra at 141)

C Wilson testified that: 

Rather than be prescriptive and tell the vendors how to bid the job, it was

done in reverse. It was done in a very open way. Here is the technology we

want.  You tell us what it is going to cost and any other creative, innovative

approaches that you have that would either lower the cost or would raise

revenue. And none of the member agencies knew enough about how to be

prescriptive and structure a bid, let's say. And so what it really did was it

operated to make a procurement more open so the bidders could propose

those things. (Wilson transcript pp. 102, 103. )  

Finding 4

C Frank Wilson testified that he took the lead in the formation of the Consortium, that he was

a member of the Consortium's executive council and that, while he was Commissioner of

Transportation,  the idea of funding the project from revenues generated from the project, i.e.

a self-financing project, was discussed as part of the prequalification stage prior to the

issuance of the Request for Proposals. (Wilson transcript pp. 92-98)

C The Whitman administration wanted an electronic toll collection system, but it did not want
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to pay for it in any of the traditional or typical ways that other states implementing an

electronic toll collection system have used.  The Highway Authority (Garden State Parkway)

did not have sufficient revenues to pay its share of the project and was not in a position to

issue more bonds to finance its share.  (Gross transcript p. 24).  A way was sought to design,

build, install and operate E-ZPass without paying for it or at least without paying for it for

years. (Gross transcript p.22)

C The Request for Proposals dated April 12, 1996 states at  the beginning of the  proposal

procedures: 

The procurement of the new toll collection systems and customer service

center operations will be a multi-step, negotiated procurement process where

technical experience and competence will be evaluated in conjunction with the

price for the work under this Contract.  Furthermore, the procurement

process will include evaluation and negotiation of proposed financial and work

scope options and innovations or other business opportunities presented by

the Proposers that make their Proposal more attractive to the Consortium.

(exhibit N, emphasis added)

 

C Frank Wilson testified that the E-ZPass project was a very valuable undertaking and how the

benefits would be shared with the Consortium was what "really drove how the procurement

was structured." (Wilson transcript pp. 101, 102) 

C Ed Gross, former Executive Director of the New Jersey Turnpike Authority, testified that

Frank Wilson, as Commissioner of Transportation, chaired the Consortium's Executive

Council and was one of the people who developed the idea of a financial plan of "zero down

and zero over the eight operating years."  (Gross transcript pp. 6, 22, 23) 

C Lockheed Martin and MFS Technologies (MFS) submitted their responses to the Request for

Proposals on July 26, 1996. (See exhibit A and Gross transcript p.8)   

C As negotiations continued, MFS presented two approaches for consideration by the

Consortium, summarized as follows in MFS's letter of Sept. 27, 1996 (exhibit B): 
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MFS Approach 1: $0 down, $0 payments;

MFS Approach 2: $0 down, budget certainty w/ annual 

payments of $60 million in 1999 and 2000.

C Lockheed Martin's proposal, as presented for final consideration, was for a fixed price paid

via monthly payments from the Consortium to cover capital and operating costs and all fees

and revenues remitted to the Consortium as collected. (exhibit D)  

C In a letter dated October 2, 1996, MFS warned that it did not  believe that Approach 1,

known as the self-financing plan, would be successful. (exhibit C)

Our financial concern with the terms requested by the Consortium is based on

our view that the E-ZPass project including potential revenues (from

statement inserts, float from E-ZPass account balances, the potential sale of

customer lists and other incidental revenue sources)  is not likely to be self-

financing.  Our estimates for revenues from a fiber optic telecommunications

system help narrow the financial gap, but do not change our fundamental

conclusion. . . .  (emphasis added)

C In the same October 2, 1996 letter, MFS strongly urged the Consortium to consider

Approach 2 for the financing plan:

Approach 2 addresses the financial risks of the MFS team in a different

manner.  The two payments . .  . provide a financial backstop on the risks we

face from lower than estimated violations rates, and - very importantly - align

the Consortium's interests and ours in a number of important financial and

operational ways.  As a result, we believe this approach is a sounder

framework for your relationship with the Consortium.  We believe this very

strongly, and have structured it so that it will be more attractive financially to

the Consortium than Approach 1.  We are recommending it for your serious

consideration .  .  .  .   [W]e believe that alignment of interests between the

Consortium and its service providers is critical to a successful

working relationship over a long contract period.  We are asking no violations

rate guarantees from the Consortium under Approach 2, and it is not
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predicated on the expectation of a 0.8% violations rate.  (emphasis added)

C Approach 2, the financial plan which MFS was strongly urging for consideration by the

Consortium, was not even presented for consideration by the Consortium's Executive Council

at the November 26, 1996 briefing.  (exhibit D)

C The Consortium had Lockheed Martin's proposed financing plan for consideration and MFS's

Approach 2, both of which provided budget certainty. Yet even in the face of predictions by

the MFS that its own Approach 1 would not be self-financing,  the Consortium, under Ed

Gross's leadership, selected a risky, never-done-before approach to finance the complex and

immense E-ZPass project.

C Bidders were encouraged in the Request for Proposals  to be innovative about revenue

opportunities (Exhibit N).  The financial plan would be a  major component in evaluating the

bidders' proposals. ( Wilson transcript pp. 101, 102)   MFS got the message.  MFS responded

with "$0 down, $0 payments during 8 year contract life." (exhibits B, D) MFS got the

contract. 

C It is the Committee's conclusion that the primary consideration in the decision to award the

contract was the bidder's financial plan. The financial component of the plan outweighed the

bidder's technical experience and competence for this type of complex project. Succinctly put,

a purportedly self-financing plan was more important to the Consortium than the  contractor's

qualifications to design-build, operate, and maintain the system. 

Finding 5

C E-ZPass improves the collection of tolls that would be paid anyway. It does not generate

additional toll revenue. E-ZPass has provided savings from the decreased costs for manpower,

but it is costing hundreds of millions of dollars to design, build, install and operate. 

 C In 2001,  it cost $17, 187,000 to operate the customer service center  and $18, 595, 000

to operate the  violations processing center, according to the most recent recalculation of
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the base case financial model. ( attached)

C  There is a cost to distribute free transponders  and to generate and mail account statements.

Under the E-ZPass system as planned and implemented by the Consortium, the purchase cost

of the transponders and the cost of issuing and mailing statements are borne entirely by the

Consortium.  The cost of a transponder to the Consortium is $22.50.  Non-commercial

accounts may have up to four transponders at no charge.  As the popularity of E-ZPass

increases, the cost increases.  This is shown in the Consortium income/payment matrix in

exhibit I.    

C In Massachusetts, E-ZPass account holders are charged for the cost of the transponder and

a $5 mailing fee.  In Pennsylvania, E-ZPass account holders do not pay for the transponder,

but do pay an annual fee and other charges.  To avoid these charges and fees, residents of

Massachusetts and Pennsylvania are opening E-ZPass accounts in New Jersey and thereby

increasing the Consortium's costs. 

C As of June, 2002, the Consortium reports 22,940 E-ZPass accounts from Massachusetts.

These accounts were issued 37, 070 transponders which cost a total of $834,000.  86,614 E-

ZPass accounts have been opened from Pennsylvania.  175,061 transponders have been issued

to those accounts for a total cost of $3,938,872.  These costs do not include the cost of

sending out the transponders or the on-going costs of generating and mailing statements. 

 

Finding 6

C The Request for Proposals issued by the Consortium in April, 1996 states: 

The objectives of the Regional Electronic Toll Collection

Implementation Program are to design, furnish and install ETC equipment on

the New Jersey Highway Authority and the New Jersey Turnpike Authority

roadway facilities, and to design, implement and operate a Customer Service

Center (CSC) that will interact with the ETC systems of each Consortium

member. The CSC is also required under this program to interact with the
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ETC operations of other agencies in the E-ZPass Interagency Group and/or

allow these and other agencies utilizing compatible ETC systems to contract

for CSC services from it.

The configuration of the NJHA and NJTA ETC systems require highly

specialized technical services. The logistics and magnitude of upgrading and

converting the toll operations of these two (2) agencies to an ETC operation

requires substantial and highly competent resources.  (exhibit M)

C There is no mention in the statement of objectives of the fiber-optic cable network or the

technical services required to install and operate it.  It appears that the fiber-optic cable

component of the project was added subsequent to the release of the Request for Proposals.

C The fiber-optic cable rights which were included in the E-ZPass project are very valuable

because of New Jersey's location on the Eastern Seaboard and particularly because Atlantic

City is the point of departure for trans-Atlantic cables. 

C The true value of this unique asset was never determined because it was not put up for bid

on the open market; instead, the fiber-optic cable rights were included in the E-ZPass project.

Finding 7

C MFS would only offer the self-financing approach (Approach 1) as an option if the

Consortium agreed to protect MFS from losses due to insufficient revenues: 

We are only able to present a financial package of the sort the Consortium

requested ($0 down, $0 payments) if it guarantees to insulate the MFS team

from losses resulting from violation rates significantly below its estimates over

the eight year period of the project.  (exhibit C, emphasis added) 

C Dan Morash, managing director of Newcourt Capital, the financial advisor  MFS brought in

to put together the financing package, testified that Ed Gross, Executive Director of the New

Jersey Turnpike Authority,  directly handled the negotiations on the financing and bonding

decisions. (Morash transcript pp. 8, 10)
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C Morash testified that potential purchasers of the bonds insisted on a guarantee by the

Consortium.  He stated: "The revenue streams were too uncertain, too speculative to be the

basis to raise 300 million dollars in financing." (Morash transcript p. 8, 10)

C Ed Gross was told by Morash in a June 13, 1997 letter that, "The uncertainty of actual levels

of fiber optic and violations collection revenues necessitates that large reserves be built into

the Transaction." (exhibit E)

C Morash warned Ed Gross in a July 24, 1997 letter that major New Jersey banks considered

participating in the financing of the E-ZPass project and declined.  Morash wrote that because

of the risk to investors, it would be necessary to pay premium interest rates.  The elements

of risk include  "the lack of lender control that is typical in project financing over . . .  cash

outflows, construction completion conditions, and contractor performance," "the speculative

nature of cash flows from fiber optic network and violation revenues," and "the unique,

unprecedented nature of the transaction." (exhibit F)

C The Consortium members agreed to be contractually liable for any deficit, including principal,

interest and unpaid expenses, should the revenues from toll violations and the fiber optic cable

leases be insufficient to fund and operate the project. (See attached True Up Agreement)

C Dan Morash testified that Ed Gross did not want the Consortium's guaranty agreement to be

called a "guaranty agreement" because he did not want it to be perceived  as a guaranty. 

Instead, upon Gross's insistence, the guaranty agreement was called a "true up agreement,"

a term not commonly used in such financing transactions.  (Morash transcript, pp. 19, 44-47)

Finding 8

C The New Jersey Turnpike Authority, the New Jersey Highway Authority and the South Jersey

Transportation Authority individually by resolutions ratifying and confirming  previous
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resolutions concerning E-ZPass,  and approving the E-ZPass contract, the financial plan and

the True Up Agreement,  thereby agreeing to be liable in accordance with the terms of the

agreement for any deficit under the contract. (exhibit L)

C By statute, the governor has authority to veto any action taken by each of the authorities at

its meetings. (See e.g. N.J.S.A. 27:23-3)  On March 10, 1998, Gov. Whitman approved the

actions taken by the three toll road authorities in connection with their participation in the

implementation of a regional electronic toll collection system, including the delegation of

authority to the executive directors to approve the contract with MFS Technologies, Inc., and

to execute a True Up Agreement. (exhibit H)  

Finding 9 

C In January, 1998,  the State Treasurer's office asked the  New Jersey Economic Development

Authority (EDA) to serve as a conduit for the issuance of $300 million in bonds  to finance

the E-ZPass project on the State's three toll roads.  (Franzini transcript p. 11)  The request

was "late in the game."  (Franzini transcript p. 37)  The bond agreement was signed March

10, 1998.  

C Caren Franzini, Executive Director of the EDA  testified:  .  .  .  "I just want to state that this

was an unusual transaction.  This was not a normal transaction for EDA.  EDA, our primary

existence is financing business and not-for-profits in New Jersey. And we finance them usually

in the range of, you know, five, ten million dollars in financing."   (Franzini transcript p. 36)

C The Economic Development Authority was established in 1974 to foster and promote the

State's economy and increase employment opportunities  by making available financial

assistance to businesses to locate, remain or expand within the State. (P. L. 1974, c. 80, s. 2)

The Economic Development Authority  should not be used as a conduit for bonds for the toll

road authorities. 

C The unrated bonds pay a higher interest rate than publicly-issued bonds would have paid. The
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higher interest rate will result in the Consortium paying more in total financing expenses than

it would have had the bonds been publicly issued. 

C If the project had been financed with bonds that were direct obligations of the toll road

authorities,  the bonds might have been able to be tax-exempt bonds and, thus issued at a

lower rate  resulting in lower finance costs for the E-ZPass project. (Morash transcript p. 74)

C Private purchasers for the bonds were arranged by Newcourt Capital acting on behalf of

MFS.  Newcourt Capital purchased 39% of the bonds itself in order to complete the

transaction quickly and, within a few months, re-sold the bonds. 

C While it is true that bonds issued by an authority are generally not an obligation of the State

and the State is not legally liable should an authority default on its bond payments, the reality

is that it is highly unlikely that the State would allow such a default to happen.  For example,

the Sports and Exhibition Authority previously generated income sufficient to repay its bonds,

which are not an obligation of the State, and to cover its other expenses.  Now the authority

receives millions of dollars each year from the State general fund in order to remain solvent.

Finding 10

C On March 11, 1998 after the Consortium had been repeatedly warned by both MFS and

Newcourt Capital that the self-financing plan was speculative, risky and unlikely to succeed,

the Whitman administration issued a press release announcing the signing of the E-ZPass

contract which contained the following statements:

The project will be paid for with revenues from violations enforcement fees,

the lease of excess fiber-optic capacity to telecommunications companies, and

additional technology marketing programs.  The toll road agencies will not be

required to make any down payment for the system.  Construction and

administrative costs will be financed with $300 million in variable and

fixedrate (sic) loans arranged with private lenders and administered by the

New Jersey Economic Development Authority.  The loans, which will be paid

off by the five agencies as revenues are received from the violations fees and
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fiber-optic facilities leases, will cover expenses until the revenues are sufficient

to make the project self-sustaining. (exhibit G) 

C Edward Gross told the Committee, "I think forthrightly, that the level of expectations that

were raised in '98 were wrong."   (Gross transcript, p.76)

    

C  It is the Committee's conclusion that the Whitman administration deliberately misled the

public into believing that the E-ZPass system would pay for itself.



-25-

FINDINGS

 CONCERNING THE IMPLEMENTATION OF THE E-ZPASS CONTRACT

Finding 11 

C Starting only four months after the contract was signed on March, 1998 with MFS NT,  there

has been on-going series of  problems related to changes in the contractor,  including loss of

key personnel, cash flow problems, and delays in implementing the system and  in  opening

the customer service center and the violations processing center. 

C In July, 1998, WorldCom sold MFS NT to Able Telcom Holding Corp.

C In February, 2000,  MFS NT changed its name to Adesta Communications, Inc.

C In December, 2000,  Adesta was acquired by Bracknell Corp.

C In September, 2001, Adesta filed for bankruptcy. 

C The bankruptcy court assigned the E-ZPass contract to WorldCom.  

C The Securities and Exchange Commission has filed a complaint against WorldCom for

accounting fraud.  According to The Wall Street Journal on June 28, 2002,  accounting

experts say that WorldCom's outside auditors, Arthur Anderson LLP, "should have noticed

that the telecommunications company hid $3.8 billion of expenses." 

C In the original contract between the authorities and MFS, upon default, or unauthorized

assignment by the contractor, the authorities could terminate the contract and/or exercise

various other default remedies including getting another contractor to complete the work or

allowing the surety to complete the work.  The authorities did not exercise these options but

rather allowed the entities who assumed the contract to act in stead of MFS. The authorities

also entered into subsequent amendatory contracts which gave approval to the changes in

contractors.

C No contract can prevent a vendor from going into bankruptcy, merging or being part of an
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acquisition, but when the contractor is consistently and repeatedly in default on performance

of the contract,  the non-defaulting party should seriously evaluate canceling the original

contractor and using another vendor to complete the work.

C The contract between the authorities and MFS contains numerous provisions which speak to

default and which might have been utilized by the authorities including, and by way of

example only,  sec. 1.31g "performance by surety or guarantor;"  sec. 3.02 "event of default

by contractor;" sec. 3.04 "remedies in the event of default;" sec. 3.05 "the authorities may

avail itself of all rememdies;"  and sec. 5.01 "consent of the authority required for

assignment."  The general provisions of the Request for Proposals and the Best and Revised

Final Offers are incorporated into the contract and provide  additional protections for the

authorities. 

Finding 12

C Diane Scaccetti testified that Ed Gross, the Executive Director of the New Jersey Turnpike

Authority, "was the head in terms of the one person who headed or coordinated the efforts

on behalf of the Consortium and was the final decision maker with regard to how the process

and how the project would roll out." (Scaccetti transcript p. 12)

C Dan Morash testified that Ed Gross was directly in charge of the negotiations on the terms

and conditions of the financing arrangements. Morash testified that those involved in the

negotiations were Turnpike employees who reported to Gross or the attorney selected by

Gross. Morash also testified that when an agreement was reached between Newcourt Capital

and Gross as to the terms of the financing, Gross then sought the approval of the other

consortium members. (Morash transcript pp. 16, 17)  
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Finding 13

C The E-ZPass contract called for a Customer Service Center to be operated by Chase

Manhattan Bank which would handle all customer service matters, including the processing

of toll violations.  However, subsequent to the signing of the contract, the contractor decided

to separate the Customer Service Center into two separate centers:  a customer service center

operated by the contractor and a violations processing center operated by the bank.    

C No other authority operating an electronic toll collection system is known to have separate

customer service center and violation processing operations.  Having two centers is

inefficient, redundant and not at all cost effective.  Mark IV, in its written testimony, stated

[I]n New Jersey, there is a significant departure from the norm as to the

manner in which those violations are processed. Usually, violations are

processed right within the customer service center.  Clearly, this is the optimal

strategy from several different perspectives including efficiency, economy and

customer service.  This is particularly true when it turns out that the violator

is really a customer whose E-ZPass transaction was not properly recorded.

(Mark IV written testimony p.8)

C Diane Scaccetti testified that  $13.3 million was collected in toll violation fees as a result of

notices sent by the Violations Processing Center; however, the operating expenses alone for

the Violations Processing Center are expected to  be $19.2 million in 2002.  (Scaccetti

transcript p. 2)

C The E-ZPass contract provides that the operator of the Violation Processing Center be paid

according to the number of images of licenses plates that are reviewed by the center.

Scaccetti testified that                                                                                                        

   

. . . the way the Violations Processing Center is paid is not based on

the number of violations that they send out, they're paid by - based on

the number of images they review. . . . every license plate is

photographed.  When the match occurs in the software, if it's a correct
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match and a valid transaction, that photograph is deleted. But if for

some reason there is an improper read, that image goes to the

Violations Processing Center. Then they review it. . . each time they

review an image, they are paid.  There is a baseline amount of $9.8

million for 2002 that they will be paid to review 4.7 million images.

After they exceed 4.7 million images, they will be paid on an

incremental basis for each additional image that they review at $1.34

per image. . . the Violations Processing Center is operated by the

contractor. . WorldCom is the operator of the VPC. (Scacetti

transcript pp. 2, 3 )

The result of this contract provision is that the contractor is paid to review images, even

when the images are due to the failure of the system that the contractor designed and

installed.

C More than four years after the signing of the E-ZPass contract, a collection agency has not

been retained and the necessary steps for enforcement proceedings in municipal courts have

not been established.  Scaccetti testified before the Committee in February, 2002 that

. . . the tools necessary to self-fund this project to collect the

violations,  the administrative fees necessary to fund were not in place

at the contract's inception.  So that with no collection agency, no

municipal court process available, really starting in 1998, when the

Atlantic City Expressway opened and then rolling from there out to

the Turnpike in September of 2000, there is no collection agency for

us to enforce the violations.  (Scaccetti transcript pp. 1, 2)  

C As a result of the failure to put in place these two key elements in the collection process,

potential revenues from toll violations are going uncollected.  The November, 2000

recalculation of  the base case financial model estimated that in 2001 the total administrative

fees collected from violations would be $101.8 million.  The November, 2001 recalculation

found that the actual fees collected in 2001 were $10.3 million,  approximately one-tenth of

what was expected. (see attached 2001 recalculation)  
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C The Committee finds that the contract was awarded to MFS in 1997 and yet, by the end of

2001,  the Consortium, led by Ed Gross,  still had not taken the necessary steps to implement

these crucial elements for bringing in the revenues  which were supposed to be a primary

source of funds for the self-financing project. 

Finding 14

C Prior to the adoption of the self-financing plan, the Consortium received projections from

MFS which showed that, as the number of drivers using E-ZPass increases, the costs to the

Consortium increase.  (exhibit I)  In other words, the Consortium selected a plan in which

achievement of the goal of reducing traffic congestion and air pollution would result in

financial failure.

C These projections have turned out to be true.  The Public Resources Advisory Group, in a

November 30, 2001 letter which is part of the recalculation of the base case financial model,

states that one of the significant factors leading to increased costs to the Consortium is the

popularity of E-ZPass.  (See attached letter and report )

  

Finding 15

C The E-ZPass contract calls for the installation of E-ZPass in every lane at a toll plaza. Some

lanes are to be "dedicated" lanes; that is, lanes which only accept E-ZPass;  the remainder of

the lanes are to be "mixed mode" lanes which can accept any type of payment, including E-

ZPass.   Under the original E-ZPass contract, all lanes at a toll plaza were to be converted to

E-ZPass at the same time.  Under the original contract, the E-ZPass project was to be

completed by the first quarter of 2000. ( exhibit G, Soriano transcript p. 15)

C Because of delays in getting the E-ZPass system operational, the contract was amended in

May, 2000 to provide for a phased implementation.  During the first phase, the contractor

would install dedicated E-ZPass lanes at each toll plaza so that E-ZPass could begin being

used by motorists.  During the second phase, the contractor would return to the toll plaza
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to convert  the  remaining lanes to mixed mode.  

C Phased implementation resulted in sometimes dangerous conditions at toll plazas as motorists

made sudden lane changes trying to find or avoid the E-ZPass dedicated lanes as appropriate.

These dangerous situations were exacerbated by the fact that the location of the E-ZPass

lanes varied from toll plaza to toll plaza.

C According to the testimony of Diane Scaccetti, Ed Gross was the "final decision maker" on

decisions about the construction and implementation of the project. (Scaccetti transcript p.

12)  This includes the decision to change to a two-phase implementation.

C The remaining work necessary to complete the second phase and achieve full deployment has

been suspended indefinitely at the request of the Consortium. 

Finding 16

C The E-ZPass contract calls for the transponders and the equipment  to read the signal from

the transponder to be purchased from Mark IV - IVHS, Inc. (Mark IV).  The use of Mark IV

equipment is required by the Inter-Agency Group which coordinates the E-ZPass system

through the Northeast. The contractor is responsible for the design of the toll lane, including

the location of all equipment.  After designing the lane, the  installation of the Mark IV

equipment along with all other equipment, and the total integration of all equipment with the

software is also the responsibility of the contractor. (Mark IV testimony p.7)

C Mark IV stated that its equipment is used by about 24 toll agencies in 11 states and that it

believes  New Jersey's E-ZPass system has not been properly installed and integrated with

other toll lane equipment.   (Mark IV testimony pp.2,3)

C Members of the trucking industry who have Mark IV transponders on their trucks repeatedly

have problems with incorrect toll and violation notices in New Jersey, but do not have such

problems in other states when using the very same transponders. 
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C Jack Walters, testifying on behalf of WorldCom, stated that Mark IV had raised issues

concerning proprietary intellectual property and that these issues had interfered with the

resolution of the problems with incorrect toll and violation notices in New Jersey. (Walters

transcript p. 126)

C Soriano, testifying for Parsons-Brinckerhoff, stated that the failure of the design-builder

regarding design of the configuration of the lanes and the software that drives the equipment

in the toll lanes is at the root of the problem with incorrect violation notices.  He further

stated that WorldCom and Mark IV need to work together to resolve the problems occurring

in the lanes and that if the sharing of proprietary information is necessary to achieving a

solution, it should be shared. 

Finding 17

C Parsons Brinckerhoff was selected in July, 1997 to provide oversight of the E-ZPass project.

Under the original contract, the payment to Parsons Brinckerhoff  was  $6.2 million. (Soriano

transcript p. 3)

C In June, 1999, the Parsons Brinckerhoff contract was amended to provide additional oversight

at a cost of $5.1 million to be paid by the State. (Soriano transcript p. 14)

C In April, 2000,  Parsons Brinckerhoff negotiated another additional payment in the amount

of $4.0 million for additional construction supervision. The contractor, Adesta

Communications, Inc., agreed to pay for these costs resulting from construction delays. 

C The role of Parsons Brinckerhoff was to make sure that the E-ZPass system was correctly

installed and operating  properly.  (Soriano transcript p. 18)  The Committee finds that

Parsons Brinckerhoff was negligent in its role as project manager.  There have been numerous

delays in the implementation of the project and  significant problems with  the equipment in

the toll lanes.  Parsons Brinckerhoff negotiated over $15 million in fees, but failed to meet its

responsibilities under the contract. They took no responsibility for overseeing installation of

a system that did not operate correctly. 
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C Parsons Brinckerhoff  also had the role of program manager for another design-build, operate

and maintain contract undertaken by the Whitman administration  -  the Department of Motor

Vehicles' enhanced motor vehicle inspection and maintenanace program. (Soriano transcript

p. 90)

Finding 18

C According to the report of the Public Resources Advisory Group dated November 30, 2001,

a recalculation of the base case model estimates that approximately $161, 731, 000 will be

owed by the Consortium on March 7, 2008 to be paid by the Consortium members according

to their agreed-upon share. (See attached report and True Up Agreement)

C This is an increase of  $96,890,000 from the 2000 estimate of the amount that will be owed

by the Consortium.

C The report states that approximately $44.6 million of this increase is additional interest

expense due to delayed receipt of revenues and the resulting drop in the project fund. This

increase is directly related to the failure of the Turnpike Authority, as the lead agency for the

Consortium, to implement the necessary steps for collection of violation revenues as set out

in Finding 13.  This failure occurred while Ed Gross was executive director of the Turnpike

Authority. 

Finding 19

C Each member of the Consortium is required by the True Up Agreement to account for

appropriate funds to pay its respective share of the estimated amount of the deficit when the

deficit becomes due in 2008.    

C The amount owed by each Consortium member will be recalculated annually and may increase

or decrease depending upon the recalculation of the base case financial model.  This
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unpredictability does not provide stability in planning for other work that needs to be done.

By comparison, MFS's proposed Approach 2  provided budget certainty. 

C Money which is required to be paid under the True Up Agreement will not be available for

other construction projects or for maintenance expenses for the three toll roads, nor will the

money be available for contribution to the Transportation Trust Fund. 

Finding 20

C On January 22, 1999, The Star Ledger reported:  "The state Attorney General's Office is

reviewing charges that New Jersey's E-ZPass deal has been mishandled, a spokesman for

Attorney General Peter Verniero confirmed yesterday."   The article identified the spokesman

as Paul Loriquet.  (exhibit J)

C In Feb. 2000,  a Senate task force was formed to investigate the motor vehicle inspection

contract and the E-ZPass system.  A few months later, the Senate's investigation was canceled

and the State Commission of Investigation  undertook an investigation of the motor vehicle

inspection contract. 

C Attorney General David Samson, in a letter to Assemblyman John S. Wisniewski dated May

1, 2002, stated that the Attorney General's Office has no record of any review of the E-ZPass

contract by the Office of the Attorney General in the Department of Law and Public Safety

nor any record of a request to review the E-ZPass contract.  (exhibit K) 

C James Morley, executive director of the State Commission of Investigation, stated on March

19, 2002, that the State Commission of Investigation has never received a request to

investigate the E-ZPass contract. 
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RECOMMENDATIONS

Recommendation 1

C Legislation should be enacted which would prohibit the State, its agencies and authorities

from contracting for design-build projects or design-build, operate and maintain projects for

complex, highly-technical, innovative or otherwise unusual projects.  Design-build or design-

build, operate and maintain contracts should be limited to basic, straight-forward construction

projects that do not have complex technology components.   

C When design-build projects are permitted, legislation should be enacted to require procedures

to ensure an independent and expert review of the request for proposals before it is issued.

C Legislation should be enacted to guarantee an independent, expert, and detailed evaluation

of the proposals received for design-build projects or design-build, operate and maintain

projects.  All aspects of the proposals should be evaluated, including the complexity of the

design, the technical specifications, the financial plan, and whether the deadlines are

realistically achievable. 

C The legislation should ensure that the party with responsibility for oversight of the project

has the expertise, the authority and the incentive to perform properly its role in making sure

that the design/builder is meeting the contractual  requirements that the project is proceeding

according to specifications and is completed on time and on budget. 

Recommendation 2

C Legislation should be enacted to provide the State, its agencies and authorities with the power

to rescind a contract if there is a transfer of the ownership or control of the contractor. 

C The State, its agencies and authorities should be required to review any change or substitution

in subcontractors or the assumption of a subcontractor's work by any other entity,  including



-35-

the general contractor.  Statutory authority should be given to permit the State, its agencies

and authorities to refuse to accept any such change, substitution or assumption.  Any such

change, substitution or assumption when objected to should constitute a material breach of

the contract.

Recommendation 3

C Legislation should be enacted to provide that every contract by the State, its agencies and

authorities be subject to a provision in law that requires the sharing of proprietary intellectual

property in a protected manner where necessary for the timely completion of the contract and

subsequent issues that may arise related thereto. 

Recommendation 4 

C Legislation should be enacted to require that when private financing is arranged for public

projects,  the  bonds issued are subject to a  required  review and analysis that will provide

an equivalent degree of oversight and  scrutiny as that received by public bonds. 

C Legislation should be enacted which would prohibit a contractor, subcontractor or any party

acting on their behalf or affiliated with them in any way, from arranging the financing for a

project.  This would prevent the situation where parties would arrange financing for a project

which might not succeed, yet the parties would still be assured repayment of the financed

debt.    

Recommendation 5

C Legislation should be enacted to address the problem of residents from other states avoiding

fees and charges by opening E-ZPass accounts in New Jersey and thereby increasing costs to

the Consortium.
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C A concurrent resolution should be passed by the Legislature urging the Inter-Agency Group

which coordinates E-ZPass throughout the states to enact and require uniform policies as to

fees and charges by all the agencies operating an E-ZPass system or an electronic toll

collection system that uses equipment compatible with E-ZPass equipment. 

Recommendation 6

C Legislation should be enacted to establish required procedures to ensure that the Legislature

is kept informed, every step of the way, concerning significant projects by the State, its

agencies and authorities.  Statutory procedural requirements should be put in place to shed

the light of day on how and why funds are spent, the amount of debt being  incurred and how

the debt will be repaid. 

C Legislation should be enacted to require that projects over a set amount must be reviewed by

the State Auditor.  The State Auditor must conduct an independent examination of the

financing plan and report on the findings to the Legislature.  The financing plan may be

implemented only  if the Legislature does not take action to the contrary within 30 days of

receipt of the State Auditor's report. 

Recommendation  7

C The Committee has investigated and found that the Whitman Administration  pressed forward

with a  financing plan for the E-ZPass project which it knew  was speculative and risky. 

Further, it misled the public  and the Legislature about the financing plan by stating that the

project would pay for itself when the adminstration had received repeated warnings that the

project would not be self-financing and would, in fact, have increasing debt if it were popular.

The Committee's work uncovered the possibility of  improprieties or possible wrong doing

in the development and negotiation of the financing plan for the project and possible improper

influence on the bidding process which the Committee believes warrants an investigation by

the State Commission of  Investigation. 
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C The Committee has  investigated and found that the implementation of  this complex project

involving hundreds of millions of dollars was grossly mismanaged:

- the last minute and possibly improper use of  the Economic Development Authority

  to serve as a conduit for the issuance of private bonds to buyers arranged by

  the contractor;

- failure to take appropriate action regarding the numerous changes in the 

   contractors; 

- construction problems that run the gamut from hitting a waterline while digging 

   ditches for cable to integrating  high-tech equipment and computer software;

- on-going problems with getting the toll booth equipment to work properly;

- the decision to go to a two-phased implementation which resulted in dangerous 

  conditions from driver confusion at toll plazas;

                        - the inefficient and costly decision to operate a customer service center and a 

  separate violations processing center;

- repeated delays in opening  the customer service center and the  violations 

  processing centers;

- customer frustration from false violation notices and poor service; and

- failure to take the necessary steps to implement collection of violations.

 The mismanagement, including possible misfeasance,  warrants an investigation by the 

State Commission of Investigation. 

      

C Because the Committee has found that there may have been improprieties,  wrong doing or

misfeasance  in every stage  of this project, the Committee recommends that the  Legislature

pass a concurrent resolution,  pursuant to sec. 4 of  P.L. 1968, c. 266 (C.52:9M-4),

requesting the State Commission of Investigation to investigate the E-ZPass system from

beginning to end.  
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