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| NTRODUCTI ON

The Panel's Charge and the Scope of the Investigation

This is the Report of the Panel constituted by Attorney
General John J. Farner, Jr., at the request Governor Christine Todd
Whitman, following the trouble-plagued inplenentation of New
Jersey' s Enhanced | nspection and Mai nt enance Program On Decenber
13, 1999, the systemwent mandatory and over the next several weeks
it failed.

The Governor charged the Panel to investigate the
i npl enentation of the programto determ ne why warni ngs of serious
deficiencies in the system including those nade by retained
i ndependent consultants, were not made known to her O fice.

In accordance with that directive, the Panel has sought
to identify the key design and construction concerns that were
raised in the course of the devel opnent of the system I n that
process, the Panel has al so sought to determ ne the deficiencies in
t he supervision and oversight of the project that contributed to
the failure to bring substantial problens and explicit warnings to
the attention of the State's Chief Executive.

Consistent with the focus of its charge, the Panel has
not examned in depth the governnental policies resulting in the
decision to develop and inplenent a so-called clean air enhanced
em ssions i nspection systemw th a conbi nati on of central or state

facilities and private facilities and to carry out that decision



through "privatization,” or the circunstances surrounding the
procurenent and award of the contract to Parsons Infrastructure and
Technol ogy Group Inc. to design, build, operate and nmaintain the
system

Wiile the Panel has examned in sone detail the
ci rcunst ances surroundi ng the performance of the contract, it has
not eval uated that performance from an engi neering, technical or
| egal perspective to determne whether that performnce was
substanti al or adequate under the express or inplied terns of the
contract.

Further, the Panel has not extended its inquiry into, nor
does it nention, current efforts to rectify and inplenent the
Enhanced 1/ Msystem al t hough occasi onal references to such ongoi ng
devel opnments were made during the hearings.

Finally, the Panel has not attenpted to determ ne whet her
t he warni ngs concerning actual or anticipated deficiencies issued
by consultants and State enpl oyees were correct on engi neering or
technical grounds. Rather, as wll be explained, severa
consul tants and State enpl oyees forecast profound probl ens | eadi ng
up to the project's inplenentation. The Panel has concentrated on
the many probl ens and warni ng signs that arose in the performnce
of the contract and during the course of the devel opnent and

i npl enentation of the systemand on the |ack of corrective action



taken in response, including the failure to make that information
known to cabinet-level officers and the Governor's Ofice.

The Conduct of the | nvestigation

The Panel, constituted at the direction of the Governor,
originally consisted of Attorney General John J. Farner, Jr., as
its Chair, Kenneth Merin, an attorney-at-law and fornmer Deputy
Chi ef Counsel, Chief of Policy and Pl anni ng and Conm ssi oner of the
Departnent of |nsurance under Governor Kean, and fornmer nenber of
the State Comm ssion on Investigation, and Walter F. Tinpone, an
attorney-at-law and fornmer Assistant United States Attorney in
Charge of the Special Prosecutions Division. Thereafter, the
Attorney General determned to recuse hinself because of his prior
service as Chief Counsel to the Governor. Alan B. Handler, forner
Associ ate Justice of the New Jersey Suprene Court, was designhated
as Chair of the Panel at the request of the Attorney General and
with the approval of the CGovernor. The O fice of the Attorney
General, Division of Law, provided support staff for the Panel.
That staff included Assistant Attorney Ceneral Jeffrey J. Mller,
Director of the Division of Law, and Deputy Attorneys GCeneral
Wlliam C. Brown and Harlan |I. Ettinger, as well as other |egal,
par al egal and investigative personnel.

On January 27, 2000, the Panel wote to Conmm ssioner
Janmes Weinstein of the Departnent of Transportation, Comm ssioner

Robert C.  Shinn, Jr., of the Departnment of Environnental
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Protection, Chief Counsel to the Governor, R chard Moz, Treasurer
Rol and M Machold and Director of the Division of Mdtor Vehicles,
C. Richard Kamn, requesting themto "cooperate fully" wth Panel
staff and nake avail abl e:

in the formand order in which they have been

mai nt ai ned, all docunents pertaining to the

enhanced notor vehicle em ssions inspection

program including correspondence, reports,

cal endars, diary entries, nenoranda, notes,

conput er generated matter and e-nails.

The Panel assenbl ed over 115, 000 docunents. |t conducted
extensive prelimnary interviews wth dozens of wtnesses.

Following those interviews, twenty-one wtnesses appeared to

testify before the Panel. Their statenments, given in response to
guestioning, were transcribed by a court reporter. In addition,
Panel staff interviewed an additional twelve w tnesses. The

statenents of six of those w tnesses were taken before a court
reporter. A list of witnesses is included in the Addendum
Anong the wi tnesses interviewed by the Panel were the
State enployees with direct responsibility for supervising and
nonitoring the project and their i medi ate superiors. |In addition,
hi gh-ranki ng departnental officials were interviewed, includingthe
Comm ssioner of the Departnent of Environnental Protection, the
Comm ssioner of the Departnment of Transportation, the Deputy
Comm ssi oner of the Departnent of Transportation, and the Director
of the Division of Mdtor Vehicles. The Panel extended its inquiry

into the CGovernor's Ofice, interviewing officials and staff,



i ncluding the Governor's Chief of Staff, Chief Counsel, and Chief
of Policy and Pl anni ng.

The transcripts of these interviews together wth 185
exhibits conprise the record underlying the Panel's report. That

record i s reproduced in the appendi ces that acconpany this report.



SUMVARY OF REPORT

Hi story and Background

The contract for the inplenentation of New Jersey's
Enhanced Em ssi ons I nspecti on and Mai nt enance programwas execut ed
in August 1998, with a goal of full project inplenentation by
Decenber 13, 1999. That deadline had been set by a federal
Envi ronnent al Protecti on Agency mandat e t hat New Jersey conply with
federal clean air requirenments. In that period of tine, a conplex
and novel system for enhanced testing and reduction of autonobile
em ssions had to be designed, built and install ed.

Fol l owi ng the award of the contract, efforts were made to
formulate and clarify contract specifications and to devel op
wor ki ng protocols anong all involved in the inplenmentation of the
proj ect. It becane evident over the ensuing nonths that the
contractor, Parsons Infrastructure and Technol ogy G oup, Inc. was
failing to neet developnent and testing deadlines. Critical
conponents of the nmachinery |ong renmained i n a devel opnental stage
and critical tests could not be conducted. Adverse eval uations and
stern warnings of these failures were issued by the State's
consultant, Parsons Brinckerhoff-F.G, 1Inc. and its retained
expert, Sierra Research. The State's project director, Carl
Passeri, and other State officials did not fully accept or act on
t hese war ni ngs. In fact, commencing in the Sumrer of 1999, the

oversight role of the retained experts in supervising the project



was reduced by the project director. Later, in the Fall of 1999,
consultants and State enpl oyees continued to note the failures of
the contractor to neet necessary deadlines. Virtually every
deadl i ne that was set for the project was m ssed or discarded. By
the tine the project went on-line, there had been insufficient
testing of a new and conplex system that involved highly
sophi sticated and conputerized equi prment.

During this process, experts retained by the State to
oversee the contractor, as well as certain State enployees,
provi ded their superiors and senior project managers with specific
and strongly worded warni ngs about significant problens with the
project. Despite their urgency, these predictions of failure were
not passed up the chain of command. |In addition, senior project
managers repeatedly portrayed the project as being on track for an
effective Decenber 13 startup.

Enhanced I/ M was inplenented and becane operational on
the Decenber 13 deadline, even though the system had not been
subj ected to the m ni num anount of testing necessary to determ ne
whether it was efficient, reliable and durable. The enhanced
i nspection systemfailed when it went mandatory.

Concl usi ons

The Panel has concluded that there are, at |east, five
reasons for the failure of the systemand why the Governor and her

cabi net - | evel officials were not war ned of the serious



deficiencies in the systemand the risks posed by putting it on-
i ne.

First, senior project managers and key staff in State
governnment believed that the Decenber 13, 1999 deadline could not
be extended or deferred. They believed that, pursuant to federal
law, failure to neet that deadline would jeopardize one billion
dol l ars of federal highway funding for New Jersey and woul d i nhi bit
econom ¢ devel opnent. This mndset contributed to a tunnel vision
that hanpered senior project mnagers from objectively and
appropriately managi ng the project.

Second, senior project managers failed to adequately
supervi se the contractor inplenenting the Enhanced |/ Msystem The
contractor was repeatedly able to extend deadlines and defer
el ements of the programthat were required under the contract.

Third, senior project nmanagers failed to alert those
above themin the chain of conmand to the severity of the probl ens
with the system leading up to Decenber 13. That extraordinary
breakdown in conmunication prevented critical information from
reachi ng the cabinet-1|evel officers, the Governor's Ofice, and the
Governor herself. As a result, vital policy issues could not be
rai sed and exam ned at the highest |evels of governnent, including
whet her the Decenber 13 deadline could have been extended or

contingency plans coul d have been devel oped.



Fourth, the Conm ssioners of the Departnents of
Transportation and Environmental Protection did not effectively
supervi se the inplenentation of the Enhanced |I/M system Their
i neffective supervision, particularly after reports and warni ngs of
defects in the systemwere reported in the press, contributed to
their lack of information about serious deficiencies in the system
and their inability to take corrective action.

Fifth, the Governor's Ofice did not effectively nonitor
the progress in the inplenentation of the Enhanced |/M system
That ineffective nonitoring contributed to a |ack of information
reaching the Governor's Ofice. As aresult, the Governor was not
war ned about the serious deficiencies in the systemand was deni ed
the opportunity to make public policy decisions concerning the

i npl enentation of the system



H STORY AND BACKGROUND LEADI NG TO THE CONTRACT
FOR ENHANCED MOTOR VEHI CLE | NSPECTI ONS

In conpiling its Report, the Panel deens it necessary to
recount the background and history that eventuated in the
government al decision to pursue and i npl ement a systemfor enhanced
not or vehicle em ssions inspections. That background and history
will serve to explain the relevance of nuch of the evidence
concerning the devel opnent of the system and the attenpts to
i npl enent it and the substantial failure of the systemwhen it was
put into operation. Those circunstances are material and
instructive in understanding the inadequacies of the State's
supervi sion and nonitoring of the devel opnment and i npl enent ati on of
the inspection system including especially the failure to take
effective corrective neasures and to conmunicate and act on
recurrent warnings of the threatened failure of the system

A. Requi r ed Enhanced Em ssions | nspection

Anmendnents to the federal Cean Air Act, enacted in 1990,
42 U.S.C. 87401 et seq., mandated that New Jersey reduce air
pol lution by inposing a vari ety of sanctions, including the | oss of
federal highway funding. Under that mandate, New Jersey, having
failed to neet the Ozone Health Standard and the Carbon Monoxi de
Heal th Standard, was required to inplenment enhanced notor vehicle
em ssions inspection to reduce pollution attributable to the

State's five mllion plus notor vehicles.
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New Jer sey' s Enhanced | nspection and Mai nt enance Program
("Enhanced I/M) is the notor vehicle inspection programthat was
designed, in response to federal requirenents, to inprove air
quality by reducing autonobile em ssions. At its core, Enhanced
| /M achi eves em ssions reductions by identifying vehicles that
emt excessive levels of contamnants and by requiring those
vehicles to be repaired. Repairs to the exhaust systens and
gasoline tanks of failing vehicles are estimated to result in
em ssions reductions totaling 80 tons per day. (Salm Tr. 10:6-11)

In 1994, the Environnental Protection Agency ("EPA")
pronul gated regulations inplenenting the 1990 Cean Air Act
anendnents. I n Decenber 1994, New Jersey and the EPA reached an
agreenent allowng the State to utilize the ASM 50/ 15 em ssions
test rather than the I/M 240 test, in an effort to speed up the
process of inspecting vehicles. In contrast to New Jersey's |ong-
standing idl e-em ssions test, the newtest requires the vehicle to
be tested while on a dynanoneter or treadm |l that allows the
vehicle to be tested at speed.

In response to the federal Clean Air Act, in 1995 t he New
Jersey Legi sl ature enacted the Federal C ean Air Mandat e Conpli ance
Act, N.J.S.A 39:8-41, et seq., P.L. 1995, «c¢.112, providing
statutory authority at the State level for inplenentation of New
Jersey's Enhanced I/Mprogram In July 1995, New Jersey submtted

a revised State Inplenentation Plan ("SIP') to the federal EPA
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The SIP detailed the State's plan to inplenent its Enhanced |/ M
program and included proposed admnistrative regulations
promul gated by the Division of Mtor Vehicles ("DW"') and the
Departnment of Environnental Protection ("DEP"). New Jersey
proposed to continue its hybrid system of inspections, allow ng
citizens the option of undergoing inspection without charge at a
Central Inspection Facility ("CIF') or for a market-set fee at a
Private Inspection Facility ("PIF'), a privately run gasoline
station or autonobile repair shop.

In aletter dated Decenber 12, 1997, EPA Region Il Deputy
Adm nistrator Wlliam 1. Miszynski concluded that New Jersey had
failed to tinmely commence inplenentation of its Enhanced |/ M
program and announced that New Jersey would face nmandatory
sanctions beginning in June 1999 (Exhibit 21). Sanctions were, in
fact, inposed in June 1999. Those sanctions required new or
expanded i ndustrial facilities in NewJersey to offset the em ssion
of volatile organic conpounds by obtaining credits at a ratio of 2
to 1, an increase from an existing credit offset of 1.3 to 1.
Further, New Jersey was notified that beginning on Decenber 13,
1999 (Exhi bit 30), federal hi ghway assi stance woul d be wi t hhel d, an

amount that has been estinmated to approach $1 billion per year.
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B. Contracting for Enhanced I/ M

1. The First Request for Proposal

The State determined to solicit bids from private
contractors for the inpl enentation and operati on of an Enhanced |/ M
system In February 1997, three related requests for proposals
("RFP') were issued by the Departnment of the Treasury. The npst
significant RFP called for a contractor to construct and operate
the centralized | anes. The second RFP related to private
i nspection | anes, requiring the contractor to design and assist in
the operation of the PIFs. The third RFP was for a contractor to
undertake the role of project manager responsible for supervising
the performance of the entire contract and overseeing the work of
the other two contractors.

Only one bid was received in response to the centra
| anes RFP in August 1997. That bid was judged unresponsive and a
deci sion was nade to issue a new RFP that would conbine both CF
and PIF functions.

The third RFP, for a project nmanager, however, was
awarded in April 1997 to Parsons Brinckerhoff - F.G, Inc. (“PB").
PBis an international engineering firmwth offices in Princeton,
New Jersey. As the State's independent project manager, PB, was
responsible for enforcing contract requirenents. (Podwal Tr.
99:14-100:1; 16:9-13). Bruce Podwal, in charge of this project for

PB, viewed PB as "an extension of the State staff. W provided
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what we call program manager services, which is a broad range of
technical reviews as well as adm nistrative functions.” (Podwal
Tr. 6:6-10). That responsibility included verifying that new
construction and facility renovati ons met contractual specification
and applicabl e codes and that inspection equi pnent nmet contractual
specifications and conplied wth applicable regulations and
controlling project docunentation.

PB engaged Sierra Research ("Sierra") as a subcontractor
to provide highly technical expertise with regard to various
el ements of notor vehicle em ssions testing, including em ssions
anal yzers and dynanoneters. Sierra has been described as the best
qualified firm in the country and M. Podwal expressed his
understanding that “the major reason for our success [in W nning
t he proj ect managenent contract] was the fact that we had Sierra on
our team” (Podwal Tr. 43:1-44:3).

2. The Rebid of the RFP for Central and Private
| nspection Facilities

The RFP for the CIF and PIF | anes was rebid on February
18, 1998, with subsequent addenduns on April 6 and April 29, 1998.
The RFP provided two options: a "design build* or DB option or a
"design, build, operate and nmintain” or DBOM option. Only one
bi dder, Parsons Infrastructure and Technol ogy G oup, Inc. ("PI")
responded by bidding on the "DBOW' option. Under that option, P
was required to design, build, operate and maintain both the

centralized inspection conponent of the enhanced inspection
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program and the extensive data systens required for both the CF
and the PIF lanes. The State ultimately entered into the contract
with Pl on August 7, 1998. PI, in turn, contracted with a variety
of subcontractors, including Environnental Systens Products
("ESP"), which had responsibility for devel opi ng conpl ex software
conponents of the project.

The Enhanced 1/ M contract was designed to continue the
hi storical pattern of car inspection, whereby approxi mately 70% of
vehicles wunderwent CIF inspection, while 30% underwent PIF
inspection.” If less than the set percentage were inspected at
PIFs, the contractor ultimately received no additional benefit for
conducting a greater nunber of inspections at the ClFs.

3. Contract Features and Provisions"

The $392 million contract required full inplenentation by

Decenber 13, 1999, the deadline for the inposition of EPA sanctions

"The devel opnent and inplenentation of the PIF inspection
system is not the focus of this investigation. By way of
background, however, each PIF was required to make substantia
capital expenditures, on the order of $50,000, by purchasing
sophi sticated new inspection equipnent. By Decenber 1999
approximately 1500 facilities were certified as PIFs, in contrast
to over 3500 facilities that had been certified under the old
em ssions test. Five contractors, including ESP, were approved as
Pl F equi prent manufacturers. The devel opnment of the PIF equi pnent
proceeded i ndependent|y of the devel opnent of the CIF hardware and
sof t war e.

““The Panel did not evaluate from a |egal perspective the
contract with Pl or the respective rights, duties and obligations
of any of the parties to the contract involved in the
i npl enentation of the Enhanced 1/M program under the contract.

-15 -



and the |oss of federal highway funds. As an incentive, Pl would
have received a $3 million bonus if the systemwas inplenented by
Sept enber 9, 1999.
The contract breaks down inplenentation of the central
i nspection system into "phases." For each of these phases, the
contractor was required to set a date for conpl etion based on when
the State received EPA approvals. No central inspection facility
| ane could be placed in use unless it was accepted by the State.
There were four requirenents for acceptance by the State:
1. The lane had to be conpleted in
accordance wth plans, draw ngs, and
speci fications devel oped by t he
contractor and approved by the State.
2. The |ane equipnent had to be properly

installed in conformance wth approved
speci fications.

3. Training of all necessary personne
needed to operate the lane had to be
conpl et ed.

4, The | ane, when operating as part of the

whole system had to be capable of

operating in conformty w th performance

standards and criteria set forth in the

contract.
Only after each lane net those acceptance standards was the
contractor to receive paynent.

The RFP defined a "wait time standard” to ensure that the

public woul d not be subjected to excessive wait tine under the new

system Wait tine under the contract is neasured from when a

vehicle arrives at a station to when the vehicle is driveninto the
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i nspection bay for testing. The contract does not allowwait tine

to exceed:

1. An average wait tinme of 30 m nutes, per
vehicle, for nore than four days in any
cal endar nonth, at any one inspection
station; and

2. A nmonthly average wait time of 15

m nutes, per vehicle, in any calendar
nonth at any one inspection station.

Throughput, as a by-product of wait tine, becane a
specific subject of the contract. In the course of discussions
with the State to clarify the contents of its bid, TomPeters, a Pl
vice president, committed PI to a throughput rate of 12 vehicles
per hour per lane. That commtnent is docunented in answers Pl
faxed to Treasury's John Kennedy on June 22, 1998. 1In answer to
several related questions posed inwiting by the State, Pl stated:

W estimate that we wll be testing
approxi mately 160,000 vehicles/nonth before
t he enhanced program beconmes nmandatory. Once
the enhanced program is fully operational

after 18 nonths, throughput is estimated to
average 5 mnutes/vehicle resulting in a
maxi mum of 12 vehicl es/hour. W assuned a 65%
efficiency factor. Based on these assunpti ons,

we have the capacity to test approximately
2.75 mllion vehicles per year operating 129
| anes, 55 hours/week, 50 weeks/year. This
translates into a capacity to perform 2.2
mllioninitial tests per year assum ng an 80%
pass rate. This equates to approximately 63%
of the fleet, which is about what the nost

recent test volunme indicated in the addendum
were currently going to the ClFs.

[ Exhibit 41]
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Ininplenenting the contract, the parties nutual ly agreed
to conduct a nunmber of mlestone tests by which progress of the
program woul d be neasured. A Project Acceptance Coordination
("PAC') docunent, developed jointly with the contractor and the
State, identified 4 key stages of testing:

Stage 1 -- Prototype testing of the hardware
and software in the CIF | anes in Tucson.

Stage 2 -- State evaluation of the em ssions

safety hardware and quality assurance (QA)

testing of the software.

Stage 3 -- Pre-beta testing conducted by the

State utilizing test vehicles (the 6 car test)

and conmmuni cations to various test data bases.

Stage 4 -- Beta testing to evaluate both

har dware and software and their communication

wi th the production data bases.

The contractor would be entitled to paynment on the
acceptance and then roll-out of the equipnent and software to CIF
facilities throughout the State after conpletion of the four
testing stages.

The RFP further required that the contractor establish a
data communications network and a renote database that would
receive and store inspection data for each tested vehicle. In
order to provide necessary information to the EPA, the data
comuni cati ons network contenplated that the renote database (or
VI D) woul d exchange data fromthe State's existing DW dat abase.

The RFP specifically addresses testing of the conputerized system

The contractor's system and service mnust be
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capabl e of devel oping applications within the

agreed upon tine franes that can be debugged

and tested before actual use. 83.10, 5.10
Significantly, the contract requires the systemto operate under

har sh weat her conditions. The contract provides:

The State of New Jersey will not allow the
t empor ary cessation of i nspections
operations... because of adverse tenperature

or hum dity conditions. § 3.6.5

The RFP al so contains specific renedies in the event the
contractor fails to nmeet performance standards. In order to use
contract renedies for failure to neet performance standards,
however, the State is required to notify the contractor, in
witing, of a breach. Under RFP 84.1.1, the State is permtted to
i mpose | i qui dat ed damages anounting to $1, 000 per cal endar day, per
failure to neet standards, per facility. The State is also
permtted to withhold nonthly paynents, declare the contractor in
default of the contract, termnate the contract for cause, or use
any other available remedy. The RFP permits danages of $500 per

day, per instance, for excessive inspection wait tinmnes.
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4. Subcontractors

Pl engaged Environnmental Systens Products ("ESP") in
connection with the devel opnent and i npl enment ati on of Enhanced |/ M
ESP had responsibility for devel oping both the em ssions-testing
machi nery and t he conputeri zed conponents and software essential to
the operation of the enhanced inspection system ESP' s software
responsibility enconpassed conputerized intra-lane and database
conmuni cat i ons.

MCI Wor | dcom anot her Pl subcontractor, had
responsibility for developing the Vehicle Identification Database
or "VID." That database included the make, nodel, wei ght and year
to determne a vehicle's "cut point"” or maxi numlevel of allowable
em ssions. The VID nust correlate the information identifying a
particular vehicle with the em ssions |level applicable to that

vehi cl e.

C. State Managenent and Oversi ght

1. Depart ment of Transportation

On March 27, 1997, the Departnment of Environnental
Protection and the Departnment of Transportation executed a
Menor andum of Understanding ("MOU') that vested primary contract
responsibility for Enhanced I/Mwth the DOT. (Exhibit 20). At the
time of the contract award to Pl in August 1998, Ti nothy MGough

was the Cean Ar Project ("CAP') Director at the DW wth
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responsi bility for overseeing the clean air project and supervi sion
of the private contractors. (Exhibit 171). M. MGough resigned
in Decenber 1998, to take a position in the private sector but
agreed to stay on until his successor was naned. Conm ssioner
Weinstein hired Carl Passeri to be CAP Director, effective February
1, 1999.

M. Passeri, as the State's new project director
understood that his role was:

to coordinate the efforts of the State groups,

t he project manager, Parsons Brinkerhoff; the

contractor Parsons Infrastructure to bring the

focus of all parties together to inplenent the

program the way its supposed to Dbe.

Coordi nate everyone's effort in, you know,

enhancing progress and different elenments of

proj ect.

[ Passeri Tr. 25:16-22]

M. Passeri al so understood, however, that there was "not
a whol e | ot of difference between his role and that of PB" (Passeri
Tr. 26:1-2) and he viewed PB, the retained private contract
manager, as playing the traditional project manager role. (Passeri
Tr. 27:2-6).

Subsequently, the precise lines of authority at DOT and
wi t hin DW apparently becane | ess clear, as did the precise rol e of
PB, the independent contract manager engaged by the State. In any
event, key responsibility for contract nanagenment still resided

with the Director of the Clean Air Project. The CAP Director was

ostensibly subordinate to the DW Director, who is also a DOT
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Assi stant Conmm ssi oner. Both the DW Drector and the CAP
Director, as DOT senior executive staff, referred to herein as
"senior project managers") generally report directly to the DOT
Comm ssioner at bi-weekly executive staff neetings. On the
Enhanced |1/ M project, they both understood that reports would be
made directly to Deputy Comm ssioner Al bert B. Ari.

M. Passeri believed he was subject to Director Kamn's
oversi ght. He reported through Director Kamn to Deputy
Comm ssioner Al bert B. Ari or to Conm ssioner Winstein. (Passeri
Tr. 27:8-22; 29:6-10). Simlarly, Deputy Conm ssioner Ari
understood the functions of the project nanager to be carried out
by M. Passeri, who reported through M. Kamn to M. Ari. (Ari
Tr. 6:4-7:8). Nevertheless, M. Passeri provided regular reports
to both Comm ssioner Winstein and M. Kanin. Those reports,
however, were |imted to design and construction matters. They did
not include the status of progress for technology or conputer
devel opnent for the project under the contract. (Passeri Tr.
39:19-24). M. Passeri, also, reviewed broader and nore detailed
reports, including all project inplenentation and devel opnent
aspects of the contract, that were provided on a regul ar basis by
PB, the independent contract manager.

M. Kam n stated that al though "structurally" M. Passeri
reported to him DW was nerely "there to assist [M. Passeri] in

bringing the programon-line." (Kamn Il Tr. 8:10-14). M. Kamn
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clainmed no authority to control M. Passeri. (Kamn Tr. 8:18-9:9).
He al so understood that PB reported directly to M. Passeri. M.
Kam n summarized his role as Director of DW to be, in effect, a
coordi nator, who sinply brought:

the resources to bear within nmy division and

ot her areas of governnment for conpletion of

this task. There was no task of higher

priority underway in the state.

[Kamin [l Tr. 24:13-18]

DW systens manager, W/ |iam Donahue, had responsibility
for overseeing devel opnent of the software necessary to inplenent
Enhanced /M M. Donahue reported to the CAP Director, as well as
to M. Kamn. He was assisted by WIIliamWanschura, an enpl oyee of
DMR Consulting Goup, an independent private consultant wth
software and systens expertise, retained by DW. M . Wanschura
functioned, in effect, as a line enployee at DW, reporting
directly to M. Donahue. M. Donahue's and M. Wanschura's roles
evol ved in the course of the performance of the contract, when M.

Donahue was pronoted in Septenber 1999.

2. The Departnent of Environnmental Protection

The DEP had key responsibility for overseeing the
devel opnment of the enissions testing equipnment and its concom tant
software. David West, Chief of the Bureau of Transportation
Control, carried out that supervising function and his bureau
audited and certified the accuracy of the test equipnment. M. West

reported directly to John Elston, Administrator of Ar Quality
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Managenment in DEP (also referred to herein as a "senior project
manager. ") He, in turn, reported to DEP Comm ssioner Robert C.
Shinn, Jr.’ M. West also worked closely with the DOT's CAP
director.

Chris Salm, Chief of the DEP's Bureau of Air Quality
Pl anning, had broad responsibility for the State's clean air
i npl enentation plan and for ultimately verifying the em ssions
reductions clained by the State. M. Salm also reported to M.
El st on.

3. The Governor's Ofice

The Governor's O fice nonitored the i npl enentati on of the
project. The Governor's Ofice hierarchy included Chief of Staff,
M chael P. Torpey, Chief Counsel, R ck Moz, and Chief of Policy
and Pl anning, Eileen MG nnis. M. MG nnis functioned as the | ead
in respect of Enhanced I/M That O fice functioned with a great
deal of mutual interaction anong the Chiefs and their respective
staff. It was not uncommon for staff persons to report to any of
the other Chiefs on a given matter.

On the Enhanced I/M project, the Governor's Ofice
regarded its role as nonitoring progress and keepi ng the Governor

informed. Senior Assistant Counsel John G Valeri, because of his

‘M. Shinn explained that although M. Elston technically
reported during this tine frame through Assistant Comm ssioner
Robert Tudor and Deputy Comm ssi oner Judy Jengo, Commi ssioner Shinn
recei ved nost of his reports onthis matter in direct conversations
with M. Elston. (Shinn Tr. 6:15-24).
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experience and famliarity with DOl matters generally, assuned
primary nonitoring responsibility over the project on behalf of the
Governor's Ofice. Later on, Alyssa Winberger, a nenber of the
staff in Policy and Pl anning under Ms. MG nnis, assuned greater
responsibility for nonitoring the project. M. Valeri reported

primarily to Ms. McG@nnis, as did Ms. Wi nberger.
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1. INITIAL AND EARLY STAGES OF PRQJECT | MPLEMENTATI ON

The inplenmentation of Enhanced I/M involved dozens of
i ndividuals, several State departnents and divi sions, and nunmerous
contractors. Al were working simultaneously on CIF and PIF
hardware and software design, developnent, construction, site
acquisition, permtting, and the installation of both revanped and
new facilities. The initial phase began in August 1998 and
continued over the several succeeding nonths. This phase saw the
negotiation and clarification of contract terns, provisions and
specifications. The ongoi ng performance under the contract, viewed
i n chronol ogi cal stages, reveals that the progress in inplenenting
the system was marked from the outset and throughout by m ssed
deadl i nes, the abandonnment of crucial tests, the breakdown of |ines
of communi cation and the | oss of critical information and warnings
that threatened failure of the system

A. Initial | nmplenentation

Wth the awarding of the contract to PI, a "kickoff
meeting" was held on August 27, 1998. Tinothy MGough, the then
CAP Director, highlighted the need for the State "to establish its
expectations,"” and for the contractor to "layout their plan for
neeting these expectations as well as the obligations set forth in
the contract."” (Exhibit 40). PB and Pl described their respective
roles. The participants set basic ground rules, including

comuni cation and organi zation protocols. They also specifically
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di scussed software scheduling, design, construction and personnel
I ssues. (Donahue 1 Tr. 9:21-10:8). The State representatives
focused on the need to conplete a nunber of necessary
specifications for the PIF hardware and software. (Exhibit 40).

Wth the conpletion of enunerated elenents of the PIF
software specifications by the State on October 23, 1998, attention
turned to the devel opnent of specifications for the CF hardware
and software. Initially, Pl disclainmed responsibility for the
devel opnent of the CIF specifications. M. Donahue insisted that
because the contract was a "DBOM' contract, Pl had responsibility
for developing the CIF specifications, a task that Pl ultinmately
assuned. Finalization of the CIF specifications, however,
continued to haunt the project. Pl blaned the State's failure to
tinmely conplete the PIF specifications for delaying its devel opnent
of the CIF specifications until the Sunmer of 1999.

B. Early Stages of |nplenentation

1. The Hring of a New Project Munager

M. MGough resigned as CAP Director in Decenber 1998.
DOT Comm ssioner Weinstein hired Carl Passeri as the new CAP
Director, effective at the begi nning of February. M. Passeri had
been recommended to M. Winstein by Robert I|Innocenzie, a forner
acting DOT Comm ssioner and by d enn Paul sen, a forner DW Director

(and Burlington County Republican Chairman), who rel ated one of his
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| aw partner's support for M. Passeri. (Weinstein Tr. 10:19-
12:10).

M. Passeri had extensive experience as a construction
manager in the private sector, although he had conparatively little
experience relating to the inplenmentation and mnmanagenent of

projects involving conplex conputerized systens. Conm ssioner

Weinstein regarded the project "largely as a construction
contract... [wth] a technology overlay toit..." (Winstein Tr.
8:17-19). In contrast, PlI's project nmanager, Larry Sherwood,

viewed the project nore as a conputer technology issue and that
"construction was a small piece of [it]." (Sherwood Tr. 81:6-16).
In addition, the DOl Conmm ssioner stated that he focused on
replacing M. MGough with a construction project nmanager because
M. Donahue, a Ilong tine DW enployee wth considerable
technol ogi cal experience and know edge relating to conputer
systens, would continue to be involved in the project. (Winstein
Tr. 8:20-9:4).

The other two candidates for this position, one of whom
was M. Donahue, were ranked ahead of M. Passeri, but Comm ssi oner
Weinstein said that based on M. Passeri's credentials and the
i npression he left during the interview process, M. Passeri was
the nost qualified, and said, "Frankly, | would expect two DW
people to recommend a DW person to succeed [M. MGough]."

(Weinstein Tr. 10:4-16).
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2. Prot ocol s for Assessi ng and Assuring
Pr ogress

On February 11, 1999, a Partnering Wrkshop, the first of
several that were convened through Decenber 1, 1999, was held to
pl an inplenmentation of Enhanced |/M Partnering neetings were
conducted by a professional consultant and focused on "optim zi ng"
cooperati on between the State enpl oyees and private contractors.

Key personnel fromDOT, including DOT Deputy Conmm ssi oner
Ari, DW Chief of Staff Betty Cutter and the new CAP Director, M.
Passeri, attended this neeting, along with DEP' s Kate \Wtson on
behal f of Clean Air Admnistrator Elston. Bruce Podwal from PB,
the State's Project Manager and other PB staff attended, as did
Pl's Senior Vice President and General Manager Larry Sherwood.

All resolved to work collaboratively to successfully
design, build, operate and maintain the country's best enhanced
vehi cl e i nspection and nmai ntenance program The attendees agreed
to common goal s, including devel oping "an operationally efficient
facility" that would "neet or exceed program requirenments.” Al
commtted to Kkeeping the public and elected officials well
inforned. They identifiedthe Governor and Conm ssi oners Shi nn and
Weinstein as being at the top of an "lIssues Resolution Ladder."
Aimng to exceed the expectations of both the public and the
client, the Wirkshop resolved to raise i ssues before problens had
an inpact on cost or time. Al agreed that inaction was not a

viable alternative. (Exhibit 42).
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The Part neri ng Wr kshop specifically identifiedthe "lack
of crisp decision making" and |ack of a conprehensive naster
schedul e as risks. They identified design plans as | ate and set a
new delivery date of February 28, 1999. The group agreed to
devel op an "accept ance procedure to be acconplished intine to neet
strategic goals."” (Exhibit 42).

The Partnering Wrkshop fostered a docunentation policy
that said, “No bad news letters without face to face discussion
first.” (Exhibit 42). This policy of not docunmenting critical
assessnents of performance w thout prior discussion evolved into a
broader “no bad news” policy. Panel witnesses testified that this
broader policy resulted from critical assessnents of Pl's
performance by project supervisors. Pl conplained of that
criticism or "bad news," and M. Passeri concluded that such
criticismwas not constructive and di scouraged further criticism

In a nmenorandum dated February 16, 1999 (Exhibit 2) to
M. Podwal of PB, Sierra critically reviewed Pl's response to a
| etter conditionally approving the ClF specifications devel oped by
Pl. Sierra's M. Joy and M. St. Denis indicated that Pl was 24
days overdue in responding to the Decenber 23, 1998 conditiona
acceptance letter. He counseled the State that "no further | ack of
responsi veness to such critical issues will be tolerated and no
delay in the delivery of the CIF systemw || be accepted." (Exhibit

2). Even as of that date, Sierra characterized Pl's approach as
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consistent with an enmerging pattern of forcing the State to back
down from a nunber of test equipnment-related requirenents. The
menor andum characteri zed Pl's behavior as foll ows:

First, the Conpany agrees to provi de requested

information or neet certain requirenents;

then, when PI[ ] does not deliver the

requested i nformati on or neet the requirenents

on schedul e, Sherwood cl ai ns that the Conpany

is not required to do so. After stonewalling

the state with this excuse for an additiona

period of time, PI[ ] then indicates that the

equi pnent has already been ordered and it is

too late to do anything or the inplenmentation

schedul e does not allowtinme for resolving the

i ssue.

[ Exhi bit 2]

M. Joy and M. St. Denis also noted PlI's inputation that
any | ateness on the part of Pl in delivering the CIF test systens
would be due to the State's delay in finalizing the CF
speci fications. Presagi ng what woul d subsequently becone recurrent
and critical delays, the nenorandum provides a clear picture of
Pl's performance flaws, nanely, |ack of responsiveness, failure to
neet deadl i nes, and inaccurate representations.

Al though Sierra engineers had many direct infornal
comuni cations with State enpl oyees through face-to-face neetings,
t el ephone conversations and e-mail, Sierra submtted formal reports
and formal witten comunications only to PB. As M. Podwal
described the process at a | ater stage:

...we rarely woul d give the state sonething to

us fromour subcontractor [Sierra], we tended
to paraphrase it and rewite it in our own
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wor ds because we take full responsibility, and

so, we felt it should be under our |etterhead,

and as appropri ate, we...add our own

concl usions and findings...

[ Podwal Tr. 47:12-19]

By i ncorporating inits own report to the State only those portions
of Sierra's critiques judged by PB to deal with "contractual"
i ssues (Podwal Tr. 115:19-119:9), PB dimnished the gravity and

urgency of those critiques.

3. The Spring of 1999

Prototype testing -- the early testing of the separate
conponents -- had been schedul ed to be conducted at an ESP facility
in Tucson, Arizona. On March 8, 1999, Sierra criticized the
Acceptance Testing Procedures proposed by Pl as "inconplete,
unclear, and difficult to follow " (Exhibit 63) By March 9, 1999,
State enployees discussed with PB a several-week delay in the
prototype testing in Tucson. (Exhibit 64).

On March 26, 1999, Pl sent a letter stating that beta
testing woul d begin in Tucson by June 15 and in New Jersey by June
16. Beta testing involves use of the whole systemto test actual
custoner vehicles as a final "shakedown «cruise" prior to
i npl enentation. |In addition, Pl confirmed that Phase | was to be
conpleted by July 16. (Exhibit 67). An April 14, 1999 Enhanced
/M inplementation schedule detailed a conprehensive set of

deadlines for both the PIFs and the Cl Fs.
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. Fi nal rel ease of t he ClF
specification March 31, 1999

. Cl F hardware and software ATP Rel ease
April 16, 1999
. ESP prototype testing concl uded
May 14, 1999
. State prototype testing in Tucson concl uded
June 15, 1999
. Pre-beta set-up in New Jersey
June 16, 1999
. Central |ane beta test concl uded

July 14, 1999.
A detailed list of lane roll-outs by facility was set to begin on
June 9, 1999 and continue on a staggered basis through Decenber 9,
1999. (Exhibit 68).

On April 16, 1999, PB's WIIiamReddan, a senior engi neer
at PB, with responsibility for a variety of software issues,
reported to M. Donahue and M. Passeri that ESP had indicated
t hat :

the test lane in Tucson is progressing well.

It is approximtely 80%conpl ete with hardware

installation & wunit test (with wutility

software). The software, of course, is stil

bei ng devel oped. Overall he [ESP s GCeorge

Ti ner man] sounded encour agi ng.

[ Exhi bit 69]
Sierra set a tentative date for the follow ng week to eval uate the
prot otype | ane.

On May 5, 1999, alnost three weeks later, Sierra's M.
St. Denis visited ESP's facilities in Tucson. M. St. Denis stated

that the prototype | ane was:

not nearly as close to conpletion as we have
been told it was. There are nany significant
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itenms that need to be openly discussed with P
relative to a realistic schedule for rollout
of the beta test site in the remaining test
| anes.

There are significant issues related to the

anal yti cal system and the ATP of the

anal ytical system that need to be addressed

imediately to prevent delay of system

finalization and production of the test |ane

equi pnent .

[ Exhibit 116]

Also in May, EPA Region Il Adm nistrator Jeanne M Fox
wote to Governor VWiitman to indicate that the initial mandatory
sanctions of the Cean Air Act would be inposed "because of New
Jersey's failure to begin mandatory testing and repairs.” Wile
Adm ni strator Fox indicated that the selection of a contractor, the
transition to biennial testing and the start of retrofitting were
i nportant ml estones, she noted that "nuch work still needs to be
done." Adm nistrator Fox further stated that the 2:1 industrial
facility offset would comence June 12, 1999 and the highway
fundi ng sanction would be instituted if the Enhanced I/M program

was not inplenented by Decenber 12, 1999. (Exhibit 30)

4, Testing Attenpts During the Late Spring of 1999

June, six nonths fromthe date the systemwas to be fully
operational, was a critical nonth for evaluating the project. The

inability to neet a deadline for the devel opnent of a functional
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prototype | ane presaged subsequent failures in the inplenentation
of the system as a whol e.

On June 9, 1999, M. West and M. lavarone, an engi neer
enpl oyed by DEP in M. Wst's bureau, along with M. St. Denis,
visited Tucson to inspect a functional prototype |lane that M.
Sherwood had represented was ready and operative. The devel opnent
of an operating prototype lane had already been significantly
del ayed fromthe agreed upon delivery date of March 15, 1999.

There were fundanental inadequacies in what had been
portrayed by the contractors as a fully functional prototype | ane.
In a June 9, 1999 e-mail to PB, M. West and M. Donahue, M. St.

Deni s detail ed what he observed in Tucson:

There is still no working "lane" software
They tried to do a denp-test, and the system
can not do one. The software is still in very

rough form not in any way close to final and
not functioning.

[ Exhibit 74]

M. St. Denis's account of the Tucson visit continued:

Still, this is not the biggest problem here.
The biggest problemis that ESP is not doing
any ATP work of their own volition. It seens

that they are waiting for the state to force
them to do it, otherwise they are going to
build and install the systenms, and the state
wll have to live with the fact that they did
not do acceptance testing at all.

[ 1bid]
M. St. Denis also identified an i ssue that | ater became

prom nent -- adequate cold weat her testing.
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ESP says that they are going to do tenperature
testing. The range that they noted they woul d
do the testing over is 60 to 90 degrees F. |
asked "Wihy are you not testing down to a | ower
tenperature as it is expected to be in NJ?".
"I'sn't Pl concerned that you do not know how
the analyzers are going to function when it
gets cold, that is in Decenber, right at
program start up?".

[ 1bid]
He continued, prophetically:

Yes there are punitive damages if Pl cannot

make t he systens operate at col d tenperatures,

but they nmay be superfluous if the program

coll apses due to all of these type[s] of

problens at start-up. Who does have contro

of what is going on here? 1Is there another

recourse other than to just let it continue

until sonething breaks?

[ 1 bid]

M. West's report to the June 17, 1999 bi-weekly neeting
describing the visit to Tucson al so notes significant problens. In
his testinony, M. Wst characterized his inpressions as being "a
little nore positive" with the hardware, although he agreed with
M. St. Denis that the "progress nmade on the software was very

di sappointing."” (Wst Tr. 33:13-34:8) M. Wst noted a variety of

speci fic problens, including:

. ESP was "unable" to perform an end
to end test.

. there were no intra-|lane software
comuni cations and "a full | ane test
could not be conducted.”

. software was "prone to hangups" and
i nconpl et e.

. a tailpipe test could not Dbe
per f or med.
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In short, M. West confirnmed M. St. Denis's conclusion that the

| ane was not a prototype.
In a nore detailed June 14, 1999 nenorandumto PB, M.
St. Denis expressed a bottomline:

[I]t is nore apparent than ever to Sierra that
PI[ ] and ESP will have great difficulty in
devel oping, testing, and installing properly
wor king CI F em ssions testing equi pnent prior
to the required inplenentation date of New
Jersey's enhanced program

[ Exhi bit 1]
M. St. Denis concl uded:

It is Sierra's viewthat there are still major
problenms with the developnent of the CF
har dwar e and software. ESP has a good worki ng
prot otype of the analytical system However,
to ensure properly operating software and t hat
the State does not end up performng ESP s
devel opment work, at least 1-2 nmonths will be
needed to conduct developnent testing and
subsequent acceptance testing before the
systemshould be allowed to be used in beta in
New Jer sey.
[ 1bid]

M. St. Denis captured the essence of what was at stake
in the testing process.

W continue to be very concerned that there
will be increasing pressure on the State to
accept equipnment that 1is not adequately
designed or tested as the inplenentation
deadl i ne | oons ever nearer. Unless this issue
i s addressed at the highest |evel imrediately,
the State will be forced to either accept CF
test systens that do not neet applicable U S
EPA gui dance and the requirenents of the RFP,
or delay the inplenmentation of the program

[1bid]
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M. St. Denis enphasized that acceptance testing be finished prior
to the start of beta testing:
The problens we uncovered in the limted
acceptance testing we were able to perform
wer e devel opnent probl ens that ESP shoul d have
identified and corrected prior to the State's
starting acceptance testing. Pre-beta testing

shoul d not begin until all required acceptance
tests are conducted (and passed) by ESP.

[ 1 bid; enmphasis in original]

On June 12, 1999, M. Reddan of PB e-numiled M. Donahue
to confirmthe bad news from Tucson, and indicated:

There's a (politically tough) decision that

wll have to be made inmm nently - next week.

It is - should the State refuse to permt

start of beta or pre-beta testing until al

prototype testing is finished by PI and its

subs.

[ Exhi bit 13]

In both his June 9, 1999 e-mail and in his June 14, 1999
report, M. St. Denis enphasized a consistent thene regardi ng what
he saw as a mgjor issue -- that acceptance or prototype testing
nmust be perfornmed and concl uded before initiating beta testing. In
his June 9, 1999 e-mail, M. St. Denis repeatedly stressed that the
contractor nust be required to perform acceptance testing.

M . Donahue testified that he al so thought requiring the
contractors to go through a whole series of prototype testing in
Tucson was "a very inportant step in the process."” (Donahue | Tr.

33:8-9). He communicated to M. Passeri his concerns that the

contractor was not conplying with the agreed upon test process.
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Nonet hel ess, M. Passeri directed himto push ahead and conti nue
despite those failures. (Donahue | Tr. 33:12-14). DEP al so
supported the decision not to require prototype testing to be
concl uded in Tucson, contrary to the eval uati ons and adnoni ti ons of
PB and Sierra. (Donahue | Tr. 35:15-21). The inpact of such a
decision -- to abandon prototype testing -- was significant in M.
Donahue' s vi ew.

You essentially push your pr obl em

identification down the tine |line which allows

you less and less tine to recover from the
pr obl em

* * *

The recovery period becones so snmall, you

j eopardi ze your opportunity to go with a good

system . . W were putting nore and nore

ri sk on the Decenber date.

[ Donahue 1 Tr. 33:19-34:17]

M . Donahue specifically raised with M. Passeri his
concern that it was not possible to go froman absence of software
to fully functional software in a short period of tine. (Donahue
| Tr. 38:7-17).

On June 14, 1999, M. Sherwood of PI confirnmed that the
software was not ready and that a fully integrated |ane did not
exi st. Nevertheless, M. Sherwood told M. Donahue that Pl would
initiate testing in New Jersey beginning June 21, 1999. M.
Donahue stated in an e-mail to PB's M. Reddan and to M. Passeri

that he was "sonmewhat skeptical that the software can nake as

m racul ous a recovery as his [ Sherwood' s] schedul e m ght indicate.”
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(Exhibit 118). M. Donahue al so echoed M. St. Denis's concerns
over ESP's credibility. He had "l ost all confidence that any dates
that were ventured forth by Pl on any aspect of the programthat
had to do wth their subs had any value [or] neant anything."
(Donahue | Tr. 37:8-11).

On June 29, 1999, M. Donahue e-mailed M. Kamn that P
had confirmed that ATP testing would start but regarded PlI's
predi cted date dubi ously. Because testing was only begi nning, any
real assessnent of testing status would have to wait. M. Donahue
wote: "I see this week as pivotal." (Exhibit 119). He cane to
bel i eve that ATP testing was not ever successfully done in Tucson,
despite Pl's representations to the contrary, because when the
system was subsequently delivered to New Jersey, it failed.

(Donahue | Tr. 41:24-42:6).
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11, CONTI NUI NG PROJECT | MPLEMENTATI ON

A July 1999

In July, the pivotal decision was nade to allow the
contractor to install a lane in Deptford, N J. before concl uding
prototype testing in Tucson. Pl was permtted to install an
i nconplete test lane in New Jersey and to conti nue w th devel opnent
work in New Jersey that should have been concl uded | ong before in
Ari zona. (Donahue | Tr. 65:18-24). In effect, the prelimnary
testing of the system generally regarded as essential, was being
abandoned or, at best, severely conprom sed.

At the sane time, M. Passeri abruptly cancel ed the bi-
weekly neetings, a key nechanism for overseeing and coordinating
t he devel opnent of the project. M. Passeri is said to have found
t hose neetings too negative. In Septenber 1999, those neetings
were resuned by DW Director Kamn, on his own initiative.

By July 1, 1999, persistent failures to neet deadli nes,
particularly testing deadlines, generated the need for new,
detailed tinelines. |In consultation with the contractors and DEP,
M. Donahue refined the Project Acceptance Coordination (PAC)
docunent detailing the activities required for testing, acceptance,
and rollout of the New Jersey Enhanced |/M system

On July 1, 1999, Sierra's M. Joy strongly counsel ed PB
that the State should not agree to allow software devel opnent to

continue after beta testing and that it is "critical" that
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em ssions testing software be tested as a whole after any
particul ar nodification before such final testing.

These ki nd of changes are preval ent enough in
the industry that a term for them has been
coined: "creeping elegance.” The equipnent
manuf acturers have |earned through bitter
experience that allow ng creeping el egance to
occur causes all sorts of problens in getting
software fully tested and certified.

* * %

[I]t would be best to tie the freezing of the
software to a particular mlestone, the best
of which appears to be the end of beta
testing.

[ Exhi bit 76]

M. Donahue agreed that a freeze date was i nportant
because the "punch | i st" approach, typical in construction projects

and whi ch had been adopted by M. Passeri, was not appropriate for

a project that required the devel opnent of software. "[When you
go into production... [on] the Decenber 13 date, you. . . [need].

software that proves itself over tine." (Donahue | Tr. 53:21-
24). Adequate time for testing was a critical precondition. In

M. Wanschura's vi ew,

it was very inportant ... to have as nuch
testing done in Tucson as possible. The
sooner the process of testing is done, the
|l ess costly it is to fix mstakes... | always
felt like the testing got sliced into snaller
and smaller tinme franes. There was a |ot of
pressure fromParson's side to get things done
qui ckly, which sonetinmes, not always, neans it
isn't done well.

[ Wanschura Tr. 78:14-79: 1]
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Not wi t hst andi ng t hose adnoni ti ons, probl ens with software
devel opnent and prototype testing continued throughout July. For
exanple, the CIF tail pi pe anal yzer could not be tested and it was
apparent that "ESP ha[d] not perfornmed nuch, if any, of the [CF
tail pipe] testing ontheir own." (Exhibit 77). Hardware acceptance
testing was still encountering significant problens. (Exhi bi t
121). By July 15, a variety of prototype testing of the software
coul d not be conducted and hot and cold tenperature testing stil
could not be verified. (Exhibit 122). In light of Pl's inability
to neet deadlines, the State devised yet another schedule of
deferred tests to accommodate PlI. (Donahue | Tr. 60:3-6).
Schedul es indi cating that pre-beta software ATP was to be concl uded
on August 8 and Beta ATP on August 20 were not net. (Exhibit 79).

At the sane tinme, however, Pl continued to provide
reassurances and representations that progress was bei ng nmade and
that the project was on schedule. On July 7, 1999, M. Sherwood
informed M. Passeri that ESP tested multiple vehicles and had
transmtted data within the | ane, concluding that the software "is
currently functioning according...to specifications...." (Exhibit
48). At an early July software/ hardware status neeting, software
devel opnment was characterized as "going well," although at that
tinme it was already nearly two nonths behind schedule. (Exhibit

138) .
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On July 29, 1999, Sierra advised DEP of its concerns
about the accuracy of the test equi pnent bel ow tenperatures of 35-
40N and that "[t]here will be no way to tell if the analyzers are
accurate." (Exhibit 82).

Also in July, the Test Oversight Commttee ("TOC') held
a key series of neetings. The TOC neetings, at M. Passeri's
direction, were held on a weekly basis and focused primarily on
software and hardware devel opnent. M. Donahue chaired the TOC
After M. Donahue's pronotion in Septenber 1999, M. Wnschura
chaired the neetings, with M. Passeri and M. Wst, as the DEP
representative, in attendance.

Director Kamn's "what if" nonthly neetings, conmenced on
April 14, 1999 and continued through Novenber 18, 1999. These
neetings, as the name suggests, explored contingency planning and
were designed "to identify and bring whatever resources to bear to
assist... [PI] in bringing the contract on-line". (Kamn Il Tr.
88:4-7). During the July 21, 1999 "what if" neeting, M. Joy of
Si erra expressed the vi ew based on his previ ous experience with EPA
that it was feasible to secure a delay or sone relief fromits
Decenber 13, 1999 deadline. He urged the State to seek EPA reli ef
fromthe mandatory start-up date because of contractor i nadequaci es
in the devel opnent and inpl enentation of the project. M. Passeri

strongly objected to Sierra's position that it was necessary to
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obt ai n a del ay because the project was goi ng so

however, agreed with M. Joy's assessnent:

badly. M. Donahue,

[wW] e had grave question about the viability or

the performance of this network and

em ssi on

system and | think that there were enough

failures and mssed dates and

schedul e

slippages, they all created a very bleak
picture in a lot of people's mnds as to
whet her we were going to have an opportunity

for success on this.
[ Donahue Il Tr. 12:1-7]
M. Passeri left the neeting, never
"what if" neeting again. M. Donahue character
becom ng

upset and [he] left the room and

to attend anot her

ized M. Passeri as

was very

angered at the fact that Sierra which

repeatedly sent negative nessages t
the project, now had sort of tried t
knife, into the heart of this projec

hr oughout
o throw a
t, if you

will, by saying that we needed to go back to

the drawing board and al nbst start
again and there was no chance for su

[ Donahue 1 Tr. 13:4-11]
According to M. Podwal, M. Passeri announced '
anot her what if neeting... and then fromthen

any nore of these neetings."” (Podwal Tr. 80:1

all over
ccess.

'there will never be

on he didn't attend

2-16).

M. Passeri did not recall being upset with M. Joy at

that neeting and i ndi cated he "never excluded Ri chard Joy from any

neeting." (Passeri Tr. 140:18-141:1; 143:8-9).
that time, however, began to reduce PB' s role.

so because the rel ationship between PB and P
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strained." (Passeri Tr. 41:15-20). M. Passeri felt M. Podwal had

becone too personal in referring to M. Sherwood as

(Passeri

t ensi on,

M. Sherwood was threatening to transfer

"a liar."

Tr. 45:1-9). M. Passeri learned that as a result of that

back to

California. The extent to which M. Passeri relied on PlI, rather

than utilize the consultants retained to help the State nmanage PI,

was clearly explained by M. Sherwood in the follow ng col | oquy:

Q The reason | amaski ng those questions is
that this is right around the sane tine that
Carl Passeri made noves to reduce the role of
Sierra Research and bring Bob Kozak in as his
special consultant. Quite frankly | wanted to
know whet her or not you had indicated to Carl
that you were so angry at the way you
personally were being treated by the people
from Sierra Research that you were going to
get out?...

A. ... They accused nme of wi t hhol di ng
information from them They accused ne of
really, you know, m scharacteri zi ng
informati on on schedules in particular and we
talked about it.... Carl called ne that
evening and he said he was sorry about how
t hi ngs have been expressed. He felt like it

was i nappropriate particularly Bruce Podwal
was the one that had kind of targeted ne
personal | y. He felt that was inappropriate
and | said well, gee | thought that was ny,
you know, reason probably to head back to
California and work on sone other projects.
He said he didn't want me to | eave. He wanted
nmne to stay on. He felt like | was playing a
real strong managenent role here and getting
t hings done so | talked with Tom Peters about
it and we decided |I would stay on.

Q Did you suggest to Carl Passeri that a
condition of your staying on was that he
somehow reined in Bruce Podwal, Par sons
Bri nkerhoff and/or his consultant?
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A | didn't have to. Carl offered that.
[ Sherwood Tr. 76:2-9; 77:16-78: 18]

M. Passeri asserted greater control over the project by
limting PB s managenent responsibilities. Al t hough PB was
responsible for reviewing invoices submtted by PI, M. Passeri
sharply reduced PB's role with respect to invoice review in the
| ate sunmer and early fall of 1999 and undertook to review them
hi nsel f. He refused to neet again with Sierra or M. Joy.
Further, M. Passeri directed that all comunications go directly
through him He instructed that problenms with ESP be brought to
hi m He noved the TOC neetings to Deptford in order to limt
attendance, and succeeded in limting attendance. He, also,
specifically requested that PB's M. Reddan not attend. (Donahue
[ Tr. 15:12-21).

On July 22, 1999, M. Joy inforned M. Passeri that PI
shoul d explain its position regarding throughput and contingency
plans. (Exhibit 81). M. Passeri never pressed Pl to adequately
address those issues.

Sl i ppages continued during this tine. On July 21, 1999,
M. Peters, PI's Vice President, indicated that "the ATP will not
be conpl eted at Deptford until sonetine inthe mddle to the end of

August...." (Exhibit 123).
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By late July, the goal of the program was beginning to
change froman efficient operating systemto one that would sinply
be put on-line on Decenber 13. As M. Elston stated:

[ T] he program could be up and running. Now,

could the program be up and running correctly

or according to spec or accordi ng to sonething

el se, that was a little different question.

[El ston Tr. 43:12-15]

B. August 1999

Thr oughout August there were repeated failures to neet
deadlines, culmnating in a conplete failure of the Deptford test
| anes. The entire testing process had to be shut down for several
weeks in order to allow ESP to regroup.

In August, unwilling to accept or rely on the advice
provided by the State consultants, PB and Sierra, M. Passeri
retai ned Robert Kozak, a private engineering consultant to assi st
himin evaluating the directly contradictory positions taken by PB
and Sierra on the one hand and PI and ESP on the other. M. Kozak
had been retained as a consultant to the contractor, PlI, on New
Jersey's Enhanced |/M project just before being engaged by M.

Passeri as his consultant.”

*

When he announced several personnel changes in a letter to
M. Passeri dated July 21, 1999, M. Peters of Pl described M.
Kozak as “our equi pnment consultant.” He went on to say:

Bob [ Kozak] resigned because the scope of work
he was performing for us in conjunction with
Envi ronmental Systens Products (ESP) turned
into nore of a developnent function. Hi s
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M. Passeri used the i nadequacy of the performance of the
contractor in developing software and the need for additional
oversight as his basis for the hiring of M. Kozak. By letter
dat ed August 10, 1999, sent in response to M. Passeri's request to
hire M. Kozak, Catherine Schafer, Supervisor, Contract Conpliance
and Administration Unit within the D vision of Purchase and
Property of the Departnment of Treasury, infornmed M. Passeri that
Pl "must first be noticed, in witing, as to its delay in the
sof tware devel opnent and testing and they should be instructed to
submt a corrective action plan." (Exhibit 152). Wen questioned

as to whether he had notified Pl of its failures under the

contract, M. Passeri testified: "no, | don't believe so." Wen
asked why not, he responded "I don't know. Basically the goal
was... just to finish at that point." (Passeri Tr. 151:24-152:4).

On August 5, 1999, because of uncertainties relating to
the throughput rate, M. Kozak advised M. Passeri that a
prelimnary two hour test should be run in Deptford to determ ne a

representative throughput rate. (Exhibit 132).

original scope of work was narrowy crafted
ar ound devel opi ng and per form ng t he
accept ance t est pr ocedur es (ATP) and
therefore, the product devel opnent role he
felt he was performng for us wth ESP, was
not his preference.

[ Exhibit 123]
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In the sanme nenorandum M. Kozak also advised M.
Passeri of the need to conduct a variety of tenperature related
tests in Tucson on the em ssions analyzer and gas tank testing
equi pnent. (Exhibit 132). In an earlier e-mail, dated July 28,
1999, Robert Schell of DEP, by way of clarification also stated
that the RFP required PI to "ensure" that the CIF equipnent
operated accurately regardl ess of any adverse weat her conditions.
(Exhibit 82).

I n anot her nenorandum to M. Passeri dated August 9,
1999, M. Kozak stated that fromthe results of the ATP so far,

it is safe to say that the NDIR em ssion

equi pnent selected by Parsons CANNOT (under

any circunstances) neet either BAR 97 or EPA

ASM speci fication under actual use.

[ Exhi bit 86]

M. Kozak stressed the need to neasure test repeatability and
equi pnent reliability, and he reconmended that ATP nust begin
before conducting beta and production testing. He defined the
essentials of "extended pre-beta testing,” as a mnimm of 30
consecutive full-1lane, end-to-end i nspections and t hree consecutive
days of testing without critical equipnment downtinme. Finally, he
reconmended t hat beta testing occur over a period of 30 consecutive
operating days.

Director Kamin clearly was aware of concerns over the

status of the program (Exhi bit 43). On August 12, 1999, he

requested PBto draft a letter addressed to itself, to be signed by
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him that would provide himw th an updated status report on al
aspects of the programby August 20, 1999. Specific concerns over
Pl's failure to denpbnstrate a throughput of even seven to eight
cars per hour, whether a sufficient nunber of |anes would be
avai |l abl e, and whet her adequate staff training had been provided,
pronpted the letter. (Podwal Tr. 78:13-79:15).

On August 12, 1999, M. Reddan of PB informed M. Donahue
that M. Joy of Sierra had predicted that the EPA would grant an
extension of its deadline, if asked. M. Reddan quoted M. Joy as
fol | ows:

EPA is alnost certain to grant New Jersey

additional tinme to start the programif it is

apparent that the delay was due to the

contractor's failure to neet its obligations

.. it is highly unlikely that EPA would

refuse to allow New Jersey extra tine...

[ Exhi bit 87]

On August 18, 1999, M. St. Denis advised M. Wst and
M . Donahue in an e-mail that the pre-beta testing was not going
well and that it m ght take at | east four weeks before the hardware
woul d pass all of the acceptance tests. He al so indicated that
nost, if not all, of the itens Sierra tested appeared not to have
been tested previously by either PI or ESP. He continued:

Most all tests conducted in the last three

days have failed. There are significant,

obvi ous problens with major parts of the test
system whi ch should have ALREADY been found

and fixed... Parsons and ESP nust performthe
testing and confirm proper operation before
nore testing is to take place. The
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"devel opnent by ATP" which has gone this week

is too tinme consuming and expensive to

conti nue.

[ Exhi bit 14]

As a result of extensive software failures beginning on
August 24, M. Passeri, at ESP' S request, suspended testing until
Sept enber 10. (Donahue | Tr. 71:23-72:25). This suspension
highlights the ongoing failure to produce a |ong overdue and
prom sed functional prototype lane and the State's continuing
accomodation of its contractor and refusal to require effective
corrective action. According to M. Donahue, the suspension had "a
tremendous inpact on the inability to neet the Decenber 13
[deadline]." (Donahue I Tr. 72:12-16).

In an August 24, 1999 e-mail, M. Kozak raised again the
need for testing, echoing Sierra and M. Donahue. M. Kozak
further identified wait-tinme through sufficient throughput as a key
obj ective of beta testing. (Exhibit 89). He enphasized that "all
agree that an extended period of testing is needed wth real
vehicle entries and tests given the current fragile nature of the
har dware and software."” (Exhibit 89).

On August 27, 1999, Director Kamn wote to M. Peters of
Pl and asked himto establish task forces in anticipation of the
Decenber deadline. (Exhibit 44). M. Passeri chaired the
t hroughput committee task force that included Messrs. Kozak,

Wanschura, Joy, and Thonas Wi ght and Thonas Bednarz of DW.
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On August 31, 1999, M. Kozak stressed to M. Passeri
that Pl have stabl e/functional hardware and software by Septenber
17, 1999 and that these | anes undergo "check-out" begi nni ng Cct ober
20, 1999, allow ng approxi mately 40 days for the conpletion of an

ext ended pre-beta checkout. (Exhibit 90).
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V. FEINAL STAGES OF PRQJECT | MPLEMENTATI ON

A. Septenber 1999

I n Septenber there were continued failures in the testing
process. Warnings of the risk of ultimte failure on
i npl enentati on escal at ed. Deadl i nes becane increasingly tight.
Furt her del ays and probl ens jeopardi zed i nplenentation. As other
deadl i nes slipped past, Decenber 13 held firmin the m nds of those
involved in the project. M. Elston recognized that:

well, all of us, contractors and the State,

we're all under the supposition Decenber 13

was the day. Qobviously all neasurenents of

al | our progress were neasured against

Decenber 13.

[El ston Tr. 15:8-12]

M. Passeri took a nore active role in directly managi ng
the Test Oversight Committee, previously chaired by M. Donahue,
whi ch had direct operational responsibility for inplenenting the
sof tware and hardware el enents of Enhanced I/M (Passeri Tr. 68: 8-
12).

On Septenber 3, 1999, M. Donahue e-nmiled M. Kozak and
M. Passeri, expressing his concerns regarding the suspension of
testing. Consistent wth the advice M. Kozak had provided to M.
Passeri, M. Donahue concluded that stable software had to be
achi eved by Septenber 10 and that software/ hardware fixes had to be

"flaw ess. " (Exhibit 91). Stable functional hardware and

sof tware, however, were not avail able, even by October 20, 1999.
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(Passeri Tr. 170:6-14). In a later e-mail, dated Septenber 7,
1999, M. Donahue indicated to M. West that the regrouping effort
of ESP that began in August constituted a very serious delay,
noting "we've had one delay after another since My, 1999."
(Exhibit 129).

M . Donahue characterized M. Passeri's reactions to
t hese concerns as:

to continue on, to mke a Ilist of the

problems, and to work with the vendor to

rect!fy those problens, and to continue

t esting.

[ Donahue | Tr. 75:8-10]
M . Donahue becanme nore di sengaged from the project at

this critical juncture as a result of his new duties as acting

Director of Information Systens at DW. M. Wanschura succeeded to

many of M. Donahue's responsibilities and also undertook
addi ti onal responsibilities W th respect to sof t ware
i npl enentation. |In another Septenber 7, 1999 e-mail, sent to M.

Passeri, DEP's M. Elston indicated that a vehicle throughput rate
of only four or five cars per hour would be unacceptable and
reconmended that any further delay would require that, "we should
get sone idea of what our flowrate will look like." (Exhibit 92).
Later, in October, Conm ssioner Shinn was shown a video of a | ane
in operation, and expressed concern over how |long the inspection

took. (Shinn Tr. 21:20-22:9).
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Begi nning Septenber 9, 1999, M. Kamn reinstated the
Passeri cancel ed bi weekly neetings. (Exhibit 44). 1n a Septenber
10, 1999 letter to PI's TomPeters (drafted by PB for M. Kam n at
his request) and copied to Comm ssioner Winstein and Deputy
Conmi ssioner Ari, M. Kam n stated:

Al parties to our partnering charter neeting

in February conmtted to a Phase I, Il and |

acceptance by Septenber 10, 1999. That date
has past, and | am__concerned Parsons
Infrastructure will not neet their Decenber

10, 1999 contractual date to go nmandatory.

My concern is heightened as the Phase |
m | estone of July 24, 1999 was not net and the
current schedule by Parsons |Infrastructure

i ndi cates the Phase Il m | estone of Septenber
24, 1999 also will not be nmet. Both Phase |
and |l acceptance are probably over a nonth
awnay.

* * %

Not only is ny confidence low that the
mandatory date will be net, current thinking
by Parsons Infrastructure |leaves too little
time for sufficient hardware and software
optim zation and staff training to nmaximze
t hr oughput . Thus, I am exploring all
contractual renedies to which the State is
entitled. In the neantine, | strongly suggest
Parson Infrastructure take. . . [a variety of
listed] actions.

[ Exhi bit 141; enphasis added]

DW Di rector Kam n clearly understood that the persistent delays in
nmeeting testing deadlines would have a negative inpact on the

ultimate viability of the program On the sane day, Director Kamn
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chaired a "what if" neeting to continue to explore a variety of
conti ngenci es, including a discussion of unsatisfactory throughput.
(Exhibit 138).

On Septenmber 17, 1999, Pl's M. Peter's responded to
Director Kamin's letter, witing that "Parsons is doing everything
possi bl e to neet the Decenber 10, 1999 date [i.e. the Friday before
t he Monday, Decenber 13 deadline].” He went on to say that "on
Septenber 2, Parsons directed ESP to provide a recovery plan to
increase roll out teans, conplete hardware ATP, and conplete
software ATP scripts in preparation for conpletion of the pre-Beta
process."” (Exhibit 185).

On Septenber 23, 1999, Pl provided M. Passeri and M.
Kamn with a sunmary of strategies to increase throughput and
decrease wait times. (Exhibit 45). This "Optim zation Plan" was
then provided to both PB and Sierra for eval uation.

On Septenber 30, 1999, Sierra critically evaluated PlI's

Optim zation Plan. (Exhibit 47). Sierra determ ned that the plan:

e Lacks any quantitative information on
projected vehicle throughput rates and wait
tines. The estimated inpact of potential

optim zation elenments on these paraneters is
also totally unquantified. The State needs
this information to decide which elenents
shoul d be i npl enent ed.

*Does not recognize the seriousness of the
situation facing the State and Parsons in
begi nni ng mandatory testing in the CIF | anes.
Sierra believes this situation is extrenely
serious. There is a very real possibility
that the program will not survive if wait
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times cannot be substantially inproved from
the | evels that we believe are likely to occur
at present. There is no denonstration in the
plan that the proposed optimn zation el enents
will in fact prevent excess wait tines.

*Onits a nunber of elenments that have
significant potential to inprove throughput
and wait tinmes. This includes el enents ained
at short eni ng t he required i nspection
procedures, adding additional staff and/or
| ane positions to increase |ane throughput
rates, and providing additional inspection
| anes to inprove facility throughput

el gnores programelenments that may contribute
to a further slowdown in throughput. Thi s
includes the training of both station
managenent and equi pnment service staff, and
the availability of service and repl acenent
parts.

[ Exhibit 47]

Consistent with its practice, PB did not

circul ate

Sierra's coments. Rat her, on Cctober 6, 1999, PB provided M.

Passer i

i ncorporated sone of Sierra's comrents.

*The Plan lacks quantitative information on
projected vehicle throughput rates and wait
tines. The estimated inpact of potential
optim zation el enents on t hese paraneters al so
is not quantified. The State may need this
information to deci de which el ements shoul d be
i npl enent ed.

*There is a possibility that the programwl |
receive extrene public criticismif wait tines
cannot be substantially inproved from the
| evel s that are occurring at present. There
is no denonstration in the Plan the proposed
optim zation elenents will prevent excess wait
tines.
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enpl oyee,

eThere are a nunber of elenents that have
significant potential to inprove throughput
and wait tinmes that shoul d be addressed in the
Pl an. These include elenents ained at
shortening the required i nspecti on procedures,
addi ng addition staff and/or | ane positions to
i ncrease | ane throughput rates, and providing
addi ti onal i nspection lanes to inprove
facility throughput.

*Elenments that may contribute to a further
sl owdown i n throughput should be addressed in
the Plan. These include the training of both
station managenent and equi pnent service staff
and t he availability of service and
repl acenent parts.

[ Exhibit 46]

On Septenber 27, 1999, Kenneth Stevenson, a career DW

with an extensive background in DW

operations, in a seven page nmenorandumexplicitly and sp

warned M. Passeri of the problens to cone:

| hate to be the bearer of bad news, but I
doubt there's anything we or Pl can do at this
point to avoid horrendous and politically
damagi ng I ong |ines when we go mandatory.

| understand fromDave West that five vehicles
an hour is what he has observed, when the
folks are "well trained and enthusiastic"
assum ng a throughput of six vehicles an hour
| eads to a di saster.

[ Exhibit 144]

i nspection

ecifically

M. Stevenson i ncl uded det ai | ed studi es and anal yses t hat

supported these conclusions. He testified that he disc

ussed this

meno with M. Passeri, who told him "bury it" or words to that

ef fect.

(Stevenson Tr. 27:5-28:8) |In sharp contrast, M. Passer
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denied telling any one to bury anything and expressed a "belief"
that he discussed the matter with Director Kam n. (Passeri Tr.
102: 13-14; 197:13-198:9). Director Kam n, however, did not recall
such a discussion. He acknow edged only discussing throughput
generally at the biweekly neetings. (Kamn Il Tr. 152:15-153:5).

By this point, PI's and ESP's inability to produce stable
functioni ng software was having a profound i npact on the progress
of the project, making it nearly inpossible to train inspectors to
wor k the software necessary to effective i nspection. That know edge
was evident to M. Kamn, M. Passeri and M. Elston.

A Septenber 29, 1999 table excerpted from the Project
Accept ance Coordi nati on docunent indicated a substantial nunber of
itens had not yet been subjected to ATP testing, including whether
the tail pipe anal yzer nmade cl ear pass/fail evaluations. (Exhibit
136). Wien these concerns were brought to M. Passeri's attention,
he:

remai ned consistent. He got sonmewhat annoyed

if you tal ked about things that you thought

were going to be critical on Decenber 13th. |

think he took the view everything could be

fixed. But his other node of consistency was

we needed to get a check list together, go

through that process, get new dates from

Parsons as to when they were going to do

t hi ngs.

[ Donahue Il Tr. 76:13-20]
Anot her Partnering Wr kshop, held on Septenber 28, 1999,

again identified inportant goal s including:
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ean operationally efficient facility that
nmeets or exceeds programrequirenents;

ea current shared schedul e and work plan; and

ekeeping public and elected officials well

i nf or nmed.

[ Exhi bit 23]

M. Donahue stated that M. Passeri:

made it very clear in this partnering session

that he was going to accept the facilities and

as the project progressed through the nonths

up through Decenber that it becane very clear

that the only acceptance of the system was

going to be Carl's decision to put it in.

By this time the PAC docunent had been set

asi de. The acceptance protocol that had been

laid out was nore or |ess not being paid

attention to and the focus was one

di mensi onal . It was a checklist of problens

that were out there, and let's get through the

probl enms, and once the problens are done,

we'll begin to roll these | anes out.

[ Donahue 1l Tr. 28:19-29: 6]

At this Partnering Wrkshop, the participants highlighted the need
for an "Executive in Progress Review for a go or no go decision”
(Exhi bit 23), set a throughput standard of 10 vehicles per hour by
Decenber 10, 1999 and agreed that PI would be paid only upon
"substantial conpletion” of the contract ternms. (Exhibit 49).

In late Septenber, M. Kamn directly contradicted the
concerns expressed in his Septenber 10, 1999 letter to Pl by
expressing confidence about the project to Alyssa Wi nberger, a

Policy and Pl anning staff enpl oyee in the Governor's Ofice. As a
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result, Ms. Weinberger wote a Septenber 28, 1999 nenorandumto t he
Governor's Chief of Policy and Pl anning, Eileen McG nnis, stating:

DEP i s concerned that there may not be enough
i nspection stations at the outset, to handle
the volune of cars due for inspection.

Dick Kamn. . . does not believe this will be
an issue. | have communicated to both D ck
and DEP nmy concerns that we nust manage public
expectations. Dick assures ne that they wll
deliver services well beyond what they have

prom sed.
[ Exhi bit 158; enphasi s added]

In his testinony before the Panel, M. Kamn provided
different explanations for his statenments to Ms. Weinberger. In
his testinony on April 26, 2000, he stated that although he had
grave concerns about the contractor's ability to neet the deadl i ne,
"l don't know !l would go and talk to Al yssa Wi nberger about that."
Instead, M. Kamn indicated he had provided Senior Assistant
Counsel John Valeri with an "indepth status of where we were."
(Kamn Il Tr. 145:4-19). M. Valeri, however, denied that D rector
Kamin had shared information wth him that contradicted M.
Wi nberger's nmenorandum or otherwi se indicated that there were
serious problenms with the project. (valeri Tr. 100:15-101:11).
Two days following his testinony, M. Kam n appeared again, at his
own request, before the Panel to "clarify" his earlier testinony.
He stated that:

Between | believe ny letter to Tom Peters and

the tine of the letter of Al yssa Wi nberger, |

believe there is a piece of correspondence
back, neetings that nay have taken place with
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the contractor and wth the nenbers --
representatives of the State to show the
comm tnent and what was, in fact, being done
by Parsons Infrastructure to bring the
contract hone.

[Kamin 11 Tr. 33:21-34:]
B. Cct ober 1999

By COctober, the lack of deliverables and the delays in
testing becane even nore critical.

On Cctober 19, 1999, Sierra observed Pl's initial efforts
totest "live vehicles" at Deptford. Sierra addressed a variety of
specific problens. (Wanschura Tr. 170:2-4). On Cctober 19, 1999,
M. Kozak e-nmiled M. Donahue and M. Wanschura, noting the
"[a] bsence of training for Deptford |ane inspectors...” and the
"[a] bsence of coordination with ESP's lane roll-out schedule.”
(Exhibit 99). M. Wanschura characterized Pl as goi ng ahead:

wi thout any plan to do it. They just sort of

didit. In the face of plans to do certain

things, they didn't do them.. It seens |ike

Parsons specifically in this tinme frame had a

hard tine turning plans into actions, having

actions conply wth plans.

[ Wanschura Tr. 171:20-172: 1]

M. WAnschura renenbered partici pants rai si ng concerns at
a TOC neeting on Cctober 21, 1999:

about the quality of what we had and the

reliability of what we had. But again, nmaybe

the overly optimstic view was we'll deliver

this and make it work.

[ Wanschura Tr. 173:6-9]
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Software ATP, as of October 21, "still had quite a ways to go."
(Wanschura Tr. 174:10-12).

On Cctober 22, 1999, what has been variously called the
one-hour test or the 30-car test was finally perfornmed at Deptford.
Thirty cars were run through all four |anes for one hour. In M.
Wanschura's estimation, this singular test represented the high
poi nt of the program (Wanschura Tr. 176:21-23). By October 26,
1999, however, a variety of software and data communications
probl ens began to negate the optim smcreated by this solitary and
| ong- overdue testing success.

In an October 26, 1999 e-mail to M. Donahue and M.
Wanschura, M. Kozak noted problens with operational stability that
were "still far from neeting mninmal operational requirenments.”
(Exhibit 106). He noted the program had not been able to get
through an entire day w thout an unschedul ed | ock-out or partial
crash and that long term VID operation had not been proven. He
identified presciently the electrical problemof breakers tripping.
M . Kozak provided M. Passeri with two recomendati ons designed to
provide additional |evels of staff support in the field. The
recommendati ons were not inplenented. (Kozak Tr. 83:1-6).

On Cctober 27, 1999, M. Wanschura reported to M.
Passeri that the program continued "to be plagued by poor
information from MCl...[causing] serious delays in this week's

testing." (Exhibit 107).
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C. Novenmber 1999

I n Novenber, Pl delivered and i nstal |l ed new equi pnent and
software at other central lane facilities throughout the State.
The State still planned to rollout the project, even though there
was a lack of stability in the equipnent and testing was not
conpl ete.

On Novenber 5, 1999, M. Wanschura provided M. Passer
and M. Donahue with a limted CIF project inplenentation plan
(Exhibit 109). Wth only five weeks to go, M. Wanschura t hought
it inportant to lay out a preci se day-by-day plan of what needed to
be acconplished. Nonethel ess, he knew of no actions taken on his
recommendations. "[T]he information as to what was supposed to be
acconpli shed was not communicated to the station managers...."
(Wanschura Tr. 188:9-11). M. Wanschura recalled raising
specifically the issue of the viability of the project with M.
Passeri. He stated both M. Passeri and M. Donahue were aware of
his concerns. (Wanschura Tr. 188:14-189:17).

A public nedia presentation of the systemat the Kil ner
i nspection station was planned for Novenber 11, 1999. I n
preparation for that event, Pl's public relations consultants,
D.K. B. Partners, Inc. ("DKB") assenbled a list of "Questions for
Dry-Run of Nov. 11 Media Event" that they anticipated m ght be
posed by reporters observing the denonstration. One question, in

particul ar, recognized inplicitly the dil emma posed by the failures
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experienced in the course of the devel opnment of the project. The
proposed question noted these specific facts: that by Novenber,
Par sons shoul d have been testing nore than 100,000 cars per nonth
W th the new system but had yet to conduct nore than a few hundred
enhanced tests. It then concluded rhetorically: "How can you
possi bly expect us to believe that you are going to be ready State-
wi de on Decenber 13, 1999?" (Exhibit 168). This significant

guestion was simlar to one raised in a Star Ledger editorial

(Exhibit 178). The DKB questions were distributed to M. Passer
and the communi cations directors for DEP, DOT and DW on Novenber
9. M. Passeri forwarded a copy to M. Valeri in the Governor's
O fice on Novenber 10. M. Valeri could not recall the specific
question or its proposed answer, but told the Panel he suspected PI
woul d say nerely that they were working hard and expected to have
the systemup and runni ng by Decenber 13. (Valeri Tr. 111:1-9).
In early Novenber State staffers focused on the objective
of advising EPA that the deadline would be nmet in order to avoid
the inposition of sanctions and assure the continuation of hi ghway
funding. State staff decided that a face-to-face neeting between
Comm ssi oners Weinstein and Shinn and M. Miszynski of the EPA on
Novenber 19, 1999, with an i n-l ane denonstrati on woul d best achi eve
that objective. DEP staff prepared a draft letter to EPA for the
Comm ssioners' signatures indicating that the system was being

i npl enented. At the Novenber 19th neeting, Pl provided a positive
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presentation of the status of the program for that was the goal.
That presentation, given by Pl's General Mnager Larry Sherwood,
did not nention the nyriad of software and other problens |ying in
wait. He did not nention the truncated testing schedule or its
potential inpact on the system when it went mandatory. (Sherwood
Tr. 60:17-67:21). The Comm ssioners and the EPA representatives
toured a PIF and CIF facility. Followng PI's presentation and the
denonstration, the Comm ssioners sent the letter to EPA. (Exhibit
26) . M. Salm, who drafted the letter, testified that he told
Comm ssi oner Shinn just before he signed the letter that there were
problenms with the VID communi cations. Comm ssioner Shinn said he
had tal ked to M. Kam n, who had assured himthat the project was
under control and that the letter should be sent. (Salm Tr.
107: 23-108: 14).

By sending the letter, the State, in effect, commtted to
full inplenmentation by Decenber 13. 1In the opinion of M. Salm,
DEP's Air Quality Planning Bureau Chief, once the |etter was sent,
there was really no feasible alternative to inplenentation on
Decenber 13 other than sonme intervening catastrophe. (Salm Tr.
87:22-88:2). No one seriously explored seeking an extension from
EPA. There were staff |evel discussion at the DEP, involving
Christine Shell, M. Salm, and M. Elston, about delaying
i npl enentation for a nonth if EPA would wi thhold the inposition of

sanctions. M. Elston regarded those di scussions as only tal k and
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not an option. (Elston Tr. 183:1-15). Jack Lettiere, Director of
Capital Prograns of DOT, indicated a highway funding "hit" for one
nonth would have little inpact on the State. Those di scussions
wer e not conmuni cated to cabinet-level officials. (Salm Tr. 91:2-
19;132:19-24).

The Novenber 18, 1999 bi-weekly mnutes, while not
enphasi zi ng or highlighting the profound concerns shared by staff,
do reveal real problens. Wile Pl prom sed that 14 | anes woul d be
up and running by Novenmber 20, ESP had released no |anes.
Communi cation connectivity was still a problem (Exhibit 31). Al
t hese probl ens and the many ot her concerns shared by State staffers
over the feasibility of the project were glossed over in the
Novenber 19, 1999 neeting with the EPA and the Comm ssioners.

At about this tinme, coincidentally, the Governor, having
apparently read a series of news articles and editorials discussing
problens at DW facilities, comruni cated to Conm ssi oner Wi nstein
t hrough her Chief of Policy and Pl anning, Eileen McG nnis. Al though
unawar e of the seriousness of the deficiencies that threatened the
system the Governor, neverthel ess, was apparently concerned about
wait tines. Ms. McG nnis advi sed Comm ssioner Winstein that:

The Governor is interested in nmaking sure that

citizens whose cars are being i nspected by the

new | &M system are not inconvenienced. The

Governor would like to see plans that woul d,
at the very least, provide coffee while they
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were waiting and, nore aggressively, nake

certain provisions if they are waiting nore

than 30 m nutes.

[ Exhi bit 159]

More bad news foll owed. A Novenber 22-23, 1999 report on
| ane rol | -out activities disclosed that ESP had not checked out the
| anes before activating them at Kilner and that "w thout the
dedi cation of adequate resources by ESP, it is doubtful that the
requi red nunber of inspection lanes will be functional by program
start-up on Decenber 13, 1999." (Exhibit 111). M. Donahue
characterized M. Passeri as being sharply focused on getting to
beta testing. Pl's paynent for its capital investnent was
contingent on inplenentation of the inspection system That could
occur only after the conpletion of the beta testing process.
(Donahue I Tr. 27:25-28:16). Nevert hel ess, rollout was being
i npl enented before the conpl etion of beta testing. M. Wanschura,
M . Donahue and M. lavarone all agreed that beta testing was never
conpleted. In fact, M. Wanschura indicated: "Pre-beta was still
goi ng on when we reached Decenber 13." (Wanschura Tr. 135:14-16).
In M. Wanschura's opinion:

Beta testing, since it never really happened,

we didn't really do this. Beta testing only

makes sense if you have a conplete facility

that's all connected up. W never did that.

[ Wanschura Tr. 137:2-5]
By e-nmil dated Novenber 23, 1999, M. St. Denis advised

M. West and M. Wanschura that "it is clear after the last two
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days that it is inpossible for ESP and Parsons to get all of the

stations and | anes switched over [to] the enhanced test by Decenber
13." (Exhibit 18; enphasis added). M. West discussed the content
of the e-mail with M. Elston, but did not convey the dire tone of
t he warni ngs. Tone or not, M. Elston concluded that these warnings
were overstated. (Elston Tr. 125:12-18). He did not, therefore,

di scuss it with the Conm ssi oner.
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V. Final Days Leading to Acceptance and Start-up of the System

A. Decenmber 1 - Decenber 13, 1999.

By Decenber, the rollout of the lanes in the central
inspection facilities was underway. \Wile DEP and DW enpl oyees
under M. lavarone's and M. Bednarz's supervision worked
feverishly around the clock to allow a I[imted |ane acceptance
process to proceed, they continued to encounter significant
problenms. By this point, the goal of the project had been reduced
to "a what we could get approach.” (lavarone Tr. 140:21-25).

On Decenber 1, 1999, a final partnering session, referred
to as an "in progress reviewin progress,” was held at the Division
of Motor Vehicles. DOT Deputy Conm ssioner Ari , M. Kam n and M.
Passeri attended, along with other key enployees, including M.
West of the DEP and an EPA representative. At this neeting, which
took place only two weeks before the Enhanced |I/M system went
mandat ory, M. Sherwood of PI repeated for Deputy Comm ssioner Ari
and the other State enployees essentially the sanme presentation
that he had nade to Comm ssi oner Shinn, Comm ssioner Winstein and
EPA' s Muszynski on Novenber 19. As it had been in Novenber, M.
Sherwood' s presentation was "reassuring."” He indicated PI woul d be
able "to neet the requirenents of [the] program" (Kamn Il Tr.
119: 17- 23) .

In an e-mail on Decenber 1, 1999, M. Kozak advised M.

West and M. Passeri that "[t]o neet the goal of having all |anes
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operating to even the nowmninal N J. audit requirenents by 12/13

would require a mracle," confirmng M. St. Denis's prediction

that full lane inplenmentation would be "inpossible.” M. Kozak
reconmended t hat "contingencies to address a situation of | ess than
100%of | anes bei ng avail abl e on 12/13 nust be devel oped. " (Exhi bit
7) (enphasi s added).

Neverthel ess, the next day, M. Passeri provided a
facility summary status to Conmm ssioner Winstein, Deputy
Comm ssioner Ari and M. Kamn, anong others. (Exhibit 53) M.
Passeri represented in that report that:

*PIF/CIF specification are conplete

*PIF/ CIF acceptance testing procedure conpl ete.

*PIF/CIF beta testing conplete.

* har dwar e/ constructi on acceptance in process.

By Decenber 2, 1999, only 11 of the 114 | anes had been
approved. (Exhibit 5). That approval, as noted by M. Kozak,

consisted only of the "minimal N. J. audit requirenents," which were
| ess than was required by the RFP. (Exhibit 7).

M. Passeri testified that he di scussed in general terns
with Director Kamin "how efficient” the systemwoul d be on Decenber
13 and t he acceptance process, but did not recall comunicating the
urgency of M. Kozak's Decenber e-mail to M. Kamin. (Passeri Tr.
92:3-25). M. Passeri indicated "there were nmenos of concern from

a |lot of people. None of themwere ignored.” (Passeri Tr. 94:19-

21).
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On or about Decenber 1, 1999, Rod Jenkins, PlI's Deputy
Proj ect Manager, net privately with M. Stevenson of DW and gave
him two charts that corroborated and confirnmed M. Stevenson's
Septenber analysis that the inspection system did not have the
capacity to perform the enhanced em ssions test w thout creating
unacceptably long wait tines. (Exhibit 146). Having been rebuffed
by M. Passeri when he raised that issue in Septenber, and not
know ng what else to do, M. Stevenson went to WIIiam Hoffman,
DOT's Director of Research and Technol ogy. M. Stevenson net with
M . Hof fman on Thursday afternoon, Decenber 2, 1999, and descri bed
his neeting with M. Jenkins, showing M. Hoffman the charts
prepared by M. Jenkins, and his own Septenber 1999 system capacity
anal ysi s. Even though M. Hoffman had no responsibilities
regarding inplenmentation of Enhanced I1/M he arranged for M.
Stevenson to take the matter up the line to his superior, Assistant
DOT Conm ssi oner Pi ppa Wods.

Late on Friday afternoon, Decenber 3, 1999, M. Stevenson
and M. Hoffrman met with Ms. Wods. M. Stevenson "laid it out for
her," in nmuch the same fashion he had wwth M. Hoffman. He showed
her the charts given to himby M. Jenkins and his own Septenber
1999 anal ysis of systemcapacity. M. Stevenson inforned Ms. Wods
that the Enhanced |/M Program was substantially undersized and
woul d not be able to neet the expected volunme of notor vehicle

em ssi ons inspections. M. Stevenson and M. Hoffman left the
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neeting believing that Ms. Wods was convinced of the nerits and
gravity of M. Stevenson's information and his prediction that
there were going to be long lines of angry notorists, and that she
woul d conmuni cate those concerns to Deputy Comm ssioner Ari (and
possi bly Conm ssi oner Wi nstein) that evening. M. Wods, however,
told the Panel she had a very different perspective from M
St evenson on what she perceived to be a key assunption of M
St evenson's anal ysis, the expected rate of throughput.

My reaction was that | had heard a different
nunber than five vehicles an hour. In our
previ ous nmanagenent neetings, | had heard that
we were up sonewhere |ike nine, ten, eleven,
whi ch was sonewhere where it was closer to
what we were thinking the design standard was.
So ny view was [that] he was, in fact,
gl oom er than need be.

[ Wods Tr. 23:13-21]
She went on to tell the Panel:

And | disagreed with his characterization that
[throughput] was ...five vehicles an hour.
...My view was | was sonmewhat aware that they
[ Parsons] were doing renedial actions on all
sorts of fronts to make sure they net standard
or specification, so ny view was that ...he
was behind in knowing the actual nunbers
...and | assunmed that | would have heard the
| at est .

[ Wods Tr. 32:8-22]
Nevert hel ess, she did speak with Deputy Comn ssioner Ari about her
meeting with M. Stevenson and M. Hof fman t hat evening. M. Wods
told M. Ari that M. Stevenson had raised issues that she

described as relating to "growmh in inspection volunes,"” "system
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capacity" and "throughput rates.” According to Ms. Wods, she cane
away Wi th the understanding that M. Ari was al ready aware of those
i ssues. Wien asked if she had conveyed M. Stevenson's concerns,
Ms. Whods replied:

Yeah, but fromthe perspective that there were

lines currently, that there would be |ines

| ater, and any expectation that sinply a DOT

enhanced inspection and mai ntenance project

was going to nake the |ines di sappear was not

an accurate perspective of what was being

built. W were not inproving the existing

system The underlying faults in the current

system woul d continue to exist.

[ Wods Tr. 44:4-11]

Ms. Whods sinply did not agree with M. Stevenson's or
M. Jenkins's analysis or prediction that there would be
"horrendously | ong" and "politically damagi ng" |ines when enhanced
i nspection and mai nt enance went mandatory. (Wods Tr. 44:21-45:4).

According to M. Ari, when Ms. Wods nmet with him she
communi cated M. Stevenson's concerns relating to the throughput
issue. M. Ari recalled that she seened concerned that there m ght

be a problem so he called M. Passeri and questioned hi m about

t hr oughput . M. Ari recalled that M. Passeri said "he had
factored everything out and he said through put wll work." ( Tr.
30:17-19). Deputy Commissioner Ari treated the concern as a

"capacity issue" and appears to have accepted M. Passeri's

judgnent that "capacity-wise, we're there.” ( Tr. 39:21-40:1).
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M. Ari told the Panel he nentioned the "issue" to Conm ssioner
Weinstein. (Ari Tr. 32:12-15).

When M. Stevenson went hone that weekend, he believed
that his warning about inadequate sizing and throughput was being
communicated to  Comm ssioner Weinstein through  Assistant
Comm ssi oner Whods and Deputy Commi ssioner Ari. Onreflection, he
deci ded that he shoul d docunent his concerns in a neno addressed to
M. Passeri and M. Kamn. M. Stevenson wote his "Not Ready For
Prime Tinme" nmenorandum addressed to M. Passeri and M. Kam n, on
his hone conputer on Sunday, Decenber 5, 1999. M. Stevenson
personally left a copy of the meno on M. Kamin's chair first thing
Monday norni ng, Decenber 6, 1999. He al so hand-delivered a copy to
M. Passeri that sanme day. The neno begins:

| hate to be the [prophet] of doom but I

believe, there is nothing that can be done at

this late date to get the central |anes up and

running snoothly by next WMnday norning.

Consequently we need to nake contingency pl ans

that address long lines and angry custoners.

[Exhibit 145]

Two paragraphs |later, the neno says:

In the long run, | believe we can deal wth
t hroughput and ot her issues, and by June or so
can have a well running operation wthout
horrendous |ines. But, unless we are careful,
because of <citizen conplaints, | fear the
Legi sl ature may cl ose the programdown, and we
will never get to June. This had happened in

a nunber of other states. Term nating the
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program is sonething that neither we, nor
Par sons nor EPA wants.

[ I bid]

M. Stevenson's Decenber 5 neno detailed a variety of installation
and structural problens and suggested options that should be
consi der ed. The nmeno reported that as of the previous Friday,
Decenber 3, 1999, only 15 | anes had been accepted by the State. It
highlighted the lack of staff training and stressed inspection
equi pnent reliability problens. He al so reported that an average of
235,000 vehicles had been inspected in each of the previous 6
nont hs, despite the nove fromannual to biannual inspections. Even
if all 106 | anes were operating and coul d achi eve a t hroughput rate
of 12 vehicles per hour, M. Stevenson calculated that system
capacity would fall short by about 45,000 vehicles per nonth. At
a throughput rate of 6 vehicles per hour, which M. Stevenson
understood to be the then achievable rate, he calculated that the
system had a capacity of only 114,000 vehicles per nonth, barely
50% of expected denand. M. Stevenson's conclusion was that
“...this lack of capacity wll result in long lines, angry
notorists, and a | ot of adverse publicity.” (Exhibit 145).

Al t hough he disclainmed specific recollection of the
ci rcunst ances, M. Passeri acknow edged receiving M. Stevenson's
Decenber 5 neno. (Passeri Tr. 109:11-22). M. Passeri believed he
di scussed M. Stevenson's nmeno with M. Kanmn, but he had no firm

recol l ection of such a conversation. (Passeri Tr. 102:25-103:17).
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Nor did he recall providing copies of the nenorandum to anyone
el se. (Passeri Tr. 203:25-204:14). M. Passeri did say, however,
that he and M. Kam n di scussed the issues raised by M. Stevenson
wth M. Valeri of the Governor's Ofice. Wen asked if he "...let
M. Valeri know there was an issue with wait tinme?", he said,

As | recall, we did, yes. The t hrough- put

was a concern, and obviously that has an

effect on wait tine...

Q Didyoulet M. Valeri know there was an
issue with wait tine.

A As | recall vyes, that the throughput
affected wait tine. Did | know there were
going to be those types of |ines? No, |
didn't."

[ Passeri Tr. 208:19-209: 3]
When asked if he had relayed to Conm ssi oner Winstein, or any of
the other DOT senior staff, the issues raised by M. Stevenson or
by PB in its critique of the Pl optimzation plan, M. Passeri
sai d:

No. What | raised were general issues that
related to those nenpbs. You know, it sounds
like its being repetitive. It was the sane
stuff over and over again. It was, you know,
| believe back in June when | started to talk
about construction, it really isn't on the
fast track. That |ooked Ilike it was
progressing very well. Nowit's flipping over
to the software. Now that's the concern we
have to deal with. How was that going to
affect other elenents. It is just the sane
scenari o over and over again. | honestly think
t hey under esti nat ed t he comi t ment of
personnel they had to have. They didn't have
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enough tinme to do training. It was those types
of general issues that were di scussed over and
over again.

[ Passeri Tr. 212:13-213: 2]

M. Kamn initially had no recollection of receiving M.
Stevenson's Decenmber 5, 1999 neno. In his "clarification”
testi mony, M. Kam n acknow edged that he too had received the neno
but testified that he did not discuss the nmeno wth Conmm ssioner
Weinstein or the Governor's Ofice. (Kamn |1l Tr. 15:11-16: 21,
20: 22- 24) .

On Decenber 7, 1999, M. Elston provided Conmm ssioner
Shinn with a confidential nenorandumadvi si ng t he Conm ssi oner t hat
DEP staff believed:

that full enhanced 1/M program operation
conducted in accordance with specifications
contained in contractor agreenents to the
[State's] Request for Proposal (RFP) will not
occur by Decenber 12, 1999.

In addition, the prospect of DEP providing
"conditional" approval (by audit) by the above
date appears uncertain at this tine. 0]
particular note is the reliability of the
i nspection |ane software. Frequent system
shutdown has been observed despite the
contractor's assurance t hat sof twar e
reliability will be achieved. Also, we have
no assurance of full network conpliance, as we
have not received access to data from the
centralized conputer. (See attached e-mail).

[ Exhi bit 19]
M. El ston attached M. Kozak's Decenber 1, 1999 e-mil,

but whited out the name of the sender and the recipient. M.
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El ston recognized that M. Kozak's e-mail confirmed Sierra's
concl usi ons, acknow edging it "struck a resounding bell in ne."
(Elston Tr. 135:8). At this tinme, Pl sought paynent under the
contract. Despite his awareness of the high | evel of concern over
i npl enentation, M. Elston decided not to "blow the whistle." He
brought only the paynent issue to Comm ssioner Shinn. (Elston Tr.
136:4-9). M. Elston then advi sed the Conm ssi oner not to sign off
on a contract anmendnent allow ng paynent unless a provision for
retai nage was clearly spelled out.

In his testinony before the Panel, Comm ssioner Shinn
i ndi cat ed he had no recol | ection of reading M. Kozak's e-nail that
was attached to M. Elston's letter. Al though Conm ssioner Shinn
agreed with M. Elston, he ultimtely approved the change order
all owi ng paynent. (Shinn Tr. 52:19-53:22).

On Decenber 9, M. Passeri approved Phase |I; on Decenber
12, he approved Phase Il; and, on Decenber 13, 1999, he approved
Phase 3. (Exhibits 154, 155 and 156). M. Passeri acknow edged t he
| anes did not neet the standards for acceptance as set forth in the
contract. Further, he did not seek any approval or gui dance from
any superiors before accepting and authorizing paynent for 106
contractually deficient |lanes. Comm ssioner Winstein testified
that M. Passeri in accepting the | anes "just bypassed all sort[s]
of reasonable protocol...." (Winstein Tr. 99:7-9). Based on M.

Passeri's approval s, DOT paid Pl $43, 244,908 i n Decenber as paynent
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in full for Phase | and Il (and in March made a partial paynent on
Phase 111).

DEP and DW audit teans continued to work around the
clock in an effort to nmake their mninmal |ane audits in a hectic
effort to nake up lost tine to neet the start-up date. Even though

he had "accepted" 106 | anes, M. Passeri acknow edged that he was

not sure we expect ed a reasonabl e
throughput... The feeling generally was it
wasn't as good as we had hoped for. What

effect does that have? It has the effect on
wait tinmes, that was expected.

[ Passeri Tr. 95:20-96: 8]

The focus of M. Passeri's concern was only that tests
could be performed, wthout regard to the adequacy of the
t hr oughput .

Now does that say that it woul d nean
wait tines are acceptable? No.
Based on t hroughput nunbers, | think
the general consensus was there
woul d be wait tinme problens.

[ Passeri Tr. 107:1-5]

B. Start-up of the System on Decenber 13 and Thereafter

Enhanced 1/ M"went nandatory" on Decenber 13, 1999. 106
| anes had been approved and accepted in a bare-bones audit process
that did not conform to contractual requirenents. M. Elston
testified it was clear that the specification was not going to be
met. "Indeed one test in emssions and two tests in safety were

dropped initially so that the test could linp up to [the start
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date]." (Elston Tr. 49:24-50:3). M. Passeri conceded: "[i]n
hi ndsi ght it obviously was a ganble.” (Passeri, Tr. 96:18-19).
From all the evidence presented to the Panel
i npl ementation occurred without beta testing being conpleted and
with, at best, only limted pre-beta and prototype testing. These
i nadequacies of testing neant there was no way to assure the
reliability of the system or to predict what would happen when
t housands of citizens brought their cars to the central |anes for
i nspection. In the absence of testing to assure reliability, the
risk of systemw de failure was great.

M. Elston characterized the operation of the system
after Decenber 13th as "a catastrophic failure,” attributable to
[s]o many things, software failures, cold
tenperature, training, |ack of personnel. The
di sappoi ntment was i ntense. The three key
i ssues were software, nunber of personnel and

the training of those personnel.

[El ston Tr. 47:11-20]

M. Passeri said: "W started every | ane, then we had bugs all over
the place.” (Passeri Tr. 79:10-11). According to M. Elston, by
Decenber 14 or 15:

The equi pnent started, the software started to

just bonmb out, then they had to rel oad. In

ot her words, put yourself in the inspection

| ane, waiting time as the notorist, all of a

sudden the lane would just stop dead, the

software stopped, and you find three or four

exam ners wal k over to the conputer scratching

their heads and wondering what went wong.

Meanwhil e the lane was slowy filling up with
cars behind you. People said it |ooked
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exactly the way the newspapers report it. No
one knows what the hell is going on here.

[El ston Tr. 161:13-23]

In the ensuing weeks, problenms nounted throughout the
system and continued to surface at one |l ane after another, and as
a result notorists encountered | ong and unpredictable waits. The
following table presents a sumary of wait tinmes experienced by
notorists at several inspection stations during the first two weeks
after startup:

Average Wait Tine in Mnutes: Decenber 13-21,1999

(rounded to nearest whole mnute)

Station 13 14 15 16 17 18 20 21
Newar k 158 | 82 87 46 38 30 54 34
Randol ph 122 |69 79 43 30 101 51 56
Wayne 168 62 71 30 45 91 31 22
Eat ont own | 103 43 13 6 32 14 38 17
Westfield | 162 | 40 27 47 53 43 39 33
R dgewood | 22 86 122 141 88 95 66 55
Cherry 100 |38 42 15 28 49 30 13
Hill
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Average WAit Tine in Mnutes: Decenber 22-31,1999

Station 22 23 24 27 28 29 30 31
Newar k 34 27 6 95 94 141 102 39
Randol ph | 62 61 17 103 169 245 78 69
Wayne 16 19 3 55 91 169 69 23
Eat ont own | 22 13 5 45 85 97 71 40
Vestfield |39 41 7 114 28 164 100 25
Ri dgewood | 41 46 20 79 124 135 159 32
Cherry 27 16 1 87 118 135 60 14
Hill
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VI.  CONCLUSI ONS

It is clear that State governnent wanted this programto
succeed. The question then becones why, if the State wanted the
programto succeed, it would take the risk of putting the program
on-line wthout the necessary testing and why the Governor, her
Ofice, and her cabinet-level officials were surprised by the
failure of the system after Decenber 13. The Panel has concl uded
that there are, at |least, five reasons for the | ack of know edge by

those at the very top of State Governnent.
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FI RST CONCLUSI ON

THE PRESSURE CREATED BY THE EPA' S DECEMBER 13
DEADLI NE | NFLUENCED THE DECI SI ON TO | MPLEMENT
AN UNRELI ABLE AND | NEFFI CI ENT AUTO | NSPECTI ON
SYSTEM

Seni or project managers and key staff in State
government believed that the Decenber 13, 1999 deadline
coul d not be extended or deferred. They believed that,
pursuant to federal law, failure to neet that deadline
woul d j eopardi ze one billion dollars of federal highway
funding for New Jersey and would inhibit economc
devel opnment. This m ndset contributed to a tunnel vision
t hat hanpered senior project managers from objectively
and appropriately managi ng the project.

State officials all owed the Enhanced I/ Msystemto go on-
| ine on Decenber 13, 1999 because they were driven, in |large part,
by a conviction that the Decenber 13 deadline was fixed and
unal terable. Failure to put an enhanced em ssions inspection and
mai nt enance program in place by that deadline was perceived as
havi ng enor nous fiscal consequences for the State. State officials
all understood the sanction for mssing the deadline to be the
W thholding of one billion dollars in federal transportation
funding and the continuation of 2:1 em ssions offset requirenments
for stationary sources of air pollution. Therefore, the Decenber
13 start up date becane the single, overriding objective of the
program The drive to avoid the federal sanctions obscured other
i nportant considerations, nanely, ensuring that the em ssions
i nspection systemwoul d be reliable and efficient and woul d sati sfy

the clean air nmandate wi t hout serious inconvenience to the public.
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The singular focus on the Decenber 13 deadline was the
critical influence that shaped the flawed manner in which State
officials developed and inplenented this project. The Panel
questioned nearly every witness involved in the inplenentation of
the program about their wunderstanding of whether or not the
deadline could be relaxed or extended by EPA Despite their
recognition that the program was beset by nassive problens and
their know edge of specific recomendations by Sierra Research and
others that they do so, senior project nmanagers, such as M.
Passeri, M. Kamn and M. Elston, did not even think to recomend
to their superiors that an extension of the deadline be explored
w th EPA

As Director Kam n expressed it in his testinony before
the Panel, the program had three mssions: 1) to privatize notor
vehi cl e i nspections; 2) to neet the EPA Decenber 13, 1999 deadli ne
for avoiding sanctions; and 3) to "neet the requirenents of good
busi ness practices [and] have a programthat works."” (Kamin I Tr.
58:22-60:6). Deadline pressure, however, warped State officials'
perceptions of their mssion. M. Kamn's phrase "a programthat
wor ks" was apparently intended to nean an efficient and effective
enhanced not or vehicl e i nspection system That was the goal of the
RFP and many other wtnesses subscribed to that viewpoint.
Unfortunately, that goal becane lost in the rush to inplenent

Enhanced I/ M by Decenber 13, 1999. Even nore unfortunately, fear
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of that deadline appears to have caused nanagers to disregard
expert opinions that the deadline could be noved, and no one even
attenpted to initiate nmeani ngful di scussions with EPA policy makers
on this issue.

Seni or proj ect managers, including M. Passeri, M. Kamn
and M. Elston, all acknow edged that they were aware that Pl had
m ssed every significant project mlestone and had failed to
deliver on many prom ses. To paraphrase M. Kozak's Decenber 1 e-
mail (Exhibit 7), the project had experienced an al nost unbroken
chain of m ssed deadli nes and broken prom ses fromthe contractor.
These three senior managers all acknow edged that they knew the
system had not been subjected to adequate, nuch |ess rigorous,
testing and that, as a result, its reliability and durability had
not been determ ned, nuch |ess proven. Further, M. Passeri and
M. Kam n acknow edged t hey had recei ved explicit warnings of "long
lines and angry notorists." Nevert hel ess, none of the three
advised the cabinet officers against going mandatory wth an
untested system

I n short, a conpl ex and sophi sti cated software systemand
dat abase required to handle tens of thousands of transactions per
day was put on line on Decenber 13, 1999, w thout ever having been
properly tested. The failure to adequately stress test at multiple
sites wth nultiple users neant, in sinple terns, that no one could

predi ct whether the system would work when it was turned on.
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| ndeed, given the conplexity of the system the risk of failure was
great. As M. Kam n observed, drawi ng an anal ogy based on his six
years in the submarine service:

...[Tlo put it in context, we never had the

shake-down cruise to find out whether or not

it was going to work. W never went to test

depth. It never submerged to even find out if

it was going to hold water. W didn't have a

chance to bring the programup and running in

a real life situation for a full day at any

| ocati on.

[Kamin | Tr. 110: 3-11]

Decenber 13, 1999 becane the shakedown cruise for an untested and
unproven system and the senior managers seemw lling to have |et
t hat occur because t hey apparently believed that they had no choice

but to go mandatory on Decenber 13.
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SECOND CONCLUSI ON

THERE WAS | NEFFECTI VE SUPERVI SION OF THE
CONTRACTOR BY SENI OR PROJECT MANAGERS

Seni or project nmanagers failed to adequately
supervise the contractor inplenenting the Enhanced |/ M
system The contractor was repeatedly able to extend
deadlines and defer elenents of the program that were
requi red under the contract.

At the outset, one point nmust be made very clear -- the
evi dence presented to this Panel indicates that the primary party
responsible for the actual failure of this program is the
contractor, PI. It was PI which entered into a contractual
relationship with the State to "design, build, operate, and
mai nt ai n" an Enhanced |I/M systemand to have it up and running in
accordance with the ternms of the RFP by Decenber 13, 1999.
Acknow edgi ng that Pl contends that it was del ayed by the State in
the formulation of specifications under the contract, in the
Panel's opinion, Pl failed to neet its obligations. |Indeed, the
record before the Panel is replete with "m ssed deadlines and
broken prom ses” by the contractor and its subcontractors.

The Panel understands that not all of the blane for the
failure of this program can be assigned to one or even to a few
State enpl oyees. However, the three senior project managers, M.
Passeri, M. Kamin and M. Elston, were pivotal players in the

i npl enent ati on of Enhanced I/M Their judgnents and acti ons shaped
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t he course of the devel opnent of the project and its i npl ementation
on Decenber 13.

The Panel cannot hel p but conclude that the State was | ax
in its oversight of PI. There were numerous warnings and other

i ndicators of failure that shoul d have caused t hese seni or project

managers to aggressively deal with PI. They incl uded:
. an alnost unbroken record of mssed
deadl i nes;
. t he absence of adequate testing; and
. warnings from consultants and State

enpl oyees that the system could not

handle the expected volune of vehicle

i nspecti ons

Consi dered toget her, and with sone hindsight, it is clear

that any assurances from Pl that the system would work well on
Decenber 13, 1999 should have been challenged and treated with
great scepticism Such assurances by the contractor were
chal l enged at the staff level. |In fact, open questioning of the
credibility of Pl representatives by State staff and State
consul tants precipitated a communi cati ons and nanagenent br eakdown.
That breakdown was exacerbated by CAP Director Carl Passeri and it
ultimately prevented criticism of PlI's performance and system
readi ness from noving up the chain of command to cabinet-I|eve

officials. Indeed, alnpbst all of the witnesses indicated that M.

Passeri's managenent style was to di scourage bad news and, in fact,
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when Sierra and PB attenpted in early July of 1999 to press PI,
their role was reduced by M. Passeri.

M. Passeri, M. Kamn and M. Elston, all of whomwere
well aware of staff questions about the credibility of P
representatives, accepted PlI's assurances that the systemcoul d be
i npl emrent ed on Decenber 13. By Decenber, given the al nost unbroken
pattern of failure by the contractor to neet repeatedly revised
m |l estones for delivery of both hardware and software, PlI's
assurances nust have sounded hollow. There was little basis for
the senior project nanagers, or anyone else connected with the
managenment of this program to conclude that the contractor's
assurances that the systemcould function effectively on Decenber
13 were realistic.

A. Carl Passeri

M. Passeri's extensive background in the managenent of
construction projects mrrored the orientation of the Departnent of
Transportation which hired him |In retrospect, however, he was a
poor choice to be the CAP Director. M. Passeri's construction
project or "punch list" approach for nmanaging this project
denonstrated a m sunder st andi ng of t he approach necessary to manage
the design and devel opnent of a novel, conplex and sophisticated
conputerized system Managenent of such a system requires the
continuous testing to avoid the pitfalls of "creeping el egance.”

(Exhibit 76). The failure to adequately test the system
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contributed to the inability to evaluate the effectiveness of the
system as a whol e.

As Project Director, M. Passeri nust bear a | arge anount
of responsibility for the project's failure. Sone of M. Passeri's
behavior is puzzling. Hi s unaccountable reliance on assurances
fromPl that the systemwould work i s not supported by PI's record
of performance. By limting the role of PB, a nationally
recogni zed contract manager, M. Passeri rejected the services of
those retained for the very purpose of assisting the State in
managi ng the project. By rejecting the advice of Sierra, a
national ly recogni zed em ssi ons consultant, M. Passeri stifledthe
flow of inportant information and prevented di scussions at senior
| evel s about concerns that needed to be heard.

In late summer and early fall, as vigilant and sedul ous
proj ect managenent becane even nore inportant, M. Passeri began to
dismantle critical safeguards. Wth DEP s concurrence, testing
deadl i nes were extended, actual tests were deferred, the scope of
the audits were reduced and technical experts, retained for the
purpose of critically evaluating Pl's efforts, found their roles
sharply limted. Professing a |lack of confidence in Sierra, M.
Passeri sought authority to hire his own expert, Robert Kozak, to
eval uate the software being developed by ESP. It is significant
that M. Passeri even disregarded M. Kozak's advice when that

advice agreed with PB and Sierra.
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M. Passeri's engagenent of M. Kozak was only one of
several noves he made to reduce the role of PB and Sierra in
proj ect oversight. As earlier detailed, M. Passeri tried to
elimnate the bi-weekly status neetings and personally boycotted
Director Kamn's "what if" neetings rather than listento criticism
of project inplenentation that he found unhel pful. M. Passeri
told the Panel that he reduced PB s role because the relationship
between PB and PI "got to be a little strained." (Passeri Tr.
41:15-20). From the Panel's perspective, it appears that PB and
Si erra were doing exactly what they had been retained to do -- hold
the contractor to the terns of the contract.

In addition to reducing PB's influence in the project,
M. Passeri personally assunmed PB's responsibility to review Pl
I nvoi ces. As noted by Conmm ssioner Winstein, M. Passeri's
witten acceptance of the Phase I-111 facilities that did not neet
the contractual specifications was inappropriate.

Yet, accepting inconplete facilities on behalf of the
State was only the culmnation of M. Passeri's failure to
di scharge his responsibility to enforce the contract against PI.
M. Passeri failed to act upon the advice of software nanagers at
DW that Pl and its subcontractor, ESP, be held to strict testing
protocols and to specific deadlines for the devel opnent of stable
and functional software. |n August, M. Kozak recomrended that the

State inpose a Septenber "drop dead date" for delivery of a
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conplete and stable version of the software. (Exhi bit 90).
Simlarly, earlier in August, in connection with the hiring of M.
Kozak, M. Passeri had been instructed by the Division of Purchase
and Property to docunent Pl's failures in witing. He has no
explanation for his refusal to do so.

M. Passeri's failure to heed a w de and conpel | i ng array
of warnings has little justification. As noted, M. Passeri
repeatedly denonstrated his willingness to conpress and elimnate
testing, and he agreed to a stripped down audit process. He
unilaterally rejected credi ble advice that the State should go to
EPA and seek an extension of the Decenber 13 deadline, disregarding
t hat advice wi thout consulting his superiors or initiating a frank
and rigorous discussion with Comm ssioner Winstein of where the
program stood and what would happen when Enhanced I/M "went
mandat ory" on Decenber 13, 1999. Even if M. Passeri's actions
were driven exclusively by an overarching belief that there was no
alternative to startup on Decenber 13, his failure to seek that
di scussion and allow his superiors to consider the policy
inplications is inexcusable.

The Panel acknowl edges that others charged wth
i npl enenting Enhanced |I/M nmay have an interest in focusing
attention on M. Passeri and away fromthem Still, we cannot be
unm ndful of their assertions that M. Passeri seened to be nore

interested in protecting Pl's interests than in protecting the
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State's interests. (Kamin | Tr. 115:1-3; Stevenson Tr. 77:7-
78:23). Certainly his actions give that appearance.

B. C. Richard Kam n

M. Kam n presents a different, but in many ways, equally
unsettling paradox. At tinmes, M. Kamn seens to have been fully
engaged, using the power and prestige of his office to press Pl to
del i ver what they had prom sed (Exhibit 141), or to encourage the
DW and DEP audit crews that nmade the big push to conplete the
testing of the CIF lanes in the | ast two weeks before Decenber 13.
(Exhibit 161). At other tines, he seens to have been curiously
di sengaged, deferring to M. Passeri on i ssues where he shoul d have
asserted hinself. For exanple, his failure even to bring M.
St evenson's Decenber 5, 1999 neno to the attenti on of Conm ssi oner
Wei nstein, Conmm ssioner Shinn, John Valeri or anyone else in the
Governor's Ofice, is difficult to wunderstand. As a forner
| egislator and one very famliar with the State's clean-air
history, M. Kamn had to have had an understanding and
appreciation of the political ramfications if inplenentation of
Enhanced |I/M on Decenber 13 resulted in "long lines and angry
custoners.”

The first itemon the agenda for his Novenber 18, 1999,
"what if" neeting noted that there was to be a "go/no go neeting"
on Decenber 1, 1999, and noted the need for a definition of project

sufficiency. (Exhibit 138). Yet, M. Kam n apparently sat through
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the Decenber 1 presentation by M. Sherwod, which was also
attended by Deputy Conm ssioner Ari, and heard the assurances of
M. Sherwood and other Pl officials that they would be ready on
Decenber 13 wi t hout questioning those assurances. Nor did he raise
concerns about those assurances with Deputy Conmm ssioner Ari or
Comm ssi oner Wi nst ei n.

M. Kam n expressed deep concerns and reservati ons about
the project, yet he failed to effectively address those problens,
including the problens posed by M. Passeri's managenent of the
project. He also failed to elevate specific concerns inmmedi ately
prior to startup. Hi s failure to aggressively address t he prospect
of an inpending failure is puzzling. He purported to hold "what
if" nmeetings to plan for contingencies, yet no contingency plans
wer e presented.

M. Kamn conpounded M. Passeri's failures by not
asserting control and oversight over M. Passeri or having these
matters clarified and settled by Conmm ssioner Winstein. M.
Kam n's confusi on or anbi val ence regarding his role with regard to
M. Passeri lingered for alnost a year. There is no excuse for M.
Kamn's failure to attenpt to clarify his role vis-a-vis M.
Passeri. M. Kamn's belief that M. Passeri did not report to him
cannot be reconciled with the indications of virtually every ot her

W tness that M. Passeri reported to M. Kamn. M. Kamn's
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assertion of authority, at various points, such as the re-
establishment of the bi-weekly neetings, gainsay his contention.

Finally, as he hinself recognized, this was a program
under his direction that went on-line w thout the necessary "shake-
down cruise." Yet, even after receipt of the Stevenson neno, he
never sounded an alarmor attenpted to institute discussion at the
hi ghest | evel s of State government concerning deferring the start-
up of the program M. Kamn, along with M. Passeri, nust share
a significant amount of responsibility for the State's failure to
i npl enent this program appropriately.

C. John C. El ston

To a much | esser extent than M. Passeri and Director
Kam n, M. Elston al so shares responsibility for the failure of the
i npl enent ati on. M. Elston has a long history wth clean-air
i ssues in New Jersey. He, uniquely, was in a position to press the
i ssue of seeking an extension from the EPA The failure to
forcefully raise this issue to the cabinet-level for policy
di scussions with the EPA rests, in part, with him The conplete,
unquesti oni ng acceptance of the Decenber 13 startup date appears
never to have been critically anal yzed as a high-level policy issue
at the DEP. | ndeed, M. Elston's Decenber 7, 1999 nenorandum
mnimzes M. Kozak's concerns and focuses attention only on the
limted question of partially wthholding paynent to the

contractor. Although M. Elston attached M. Kozak's Decenber 1,
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1999 e-mail to that nmeno, he did not urge Conmm ssioner Shinn to
question the w sdom of "going mandatory" on Decenber 13, 1999.
I nstead, he retreated to recommendi ng only that Comm ssioner Shinn
not support a DW proposal to nake partial paynents to Pl unless
there was a | arger "retainage".

M. Elston's nmenorandum of Decenber 7, 1999 illustrates
anot her inportant point. As the project hurtled toward the
Decenber 13, 1999 deadl i ne, DEP managers redefined their
Department’'s role in the narrowest terns possible. Even though the
project was an i nmportant environnmental initiative that promsed to
del i ver substantial reductions in air pollution, DEP nanagers cane
to define their role as primarily limted to ensuring that the
testing equi pnent was accurate. As described by M. West:

We viewed Decenber 13 as a goal, as the goa

of the project. My criteria for reaching that

goal was [sic] that the equipnment passed al
the tests to verify that it neet its accuracy

requi renents... so ny judgnent on start-up was
were those criteria fulfilled... by Decenber
13. If they couldn't be I would advise not
starting up. They were fulfilled. Ve

conpleted all of our audits by that tinme so
t he goal was reached.

[West Tr. 122: 9-18]
Al though M. Elston recognized the inportance of
t hroughput and indicated in early Septenber that a throughput rate
of four or five cars per hour was "unacceptable,” he seem ngly
never sought to insist or have DOT/ DW assert that the contractor

be held to the rate to which it had conmtted -- 12 cars per hour.
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Nor did M. Elston nention his concerns over throughput in either
hi s Novenber 16, 1999 briefing neno or his Decenber 7, 1999 nenp to
Comm ssi oner Shinn, although by that time, it nust have been a
persi stent and obvi ous probl em
* %k

As the three top managers, M. Passeri, M. Kam n and M.
El ston knew of the significant and serious technical problens being
experienced with the project, yet they failed to hold the
contractor to the ternms of its contract and they failed to
effectively communi cate those problens to their respective cabi net
officers. They were aware of the potential for the long |lines and
angry custoners that actually occurred after the system went
mandat ory. They bear heavy responsibility for such i nfornmati on not
reaching the Governor. They bear the heaviest responsibility for
the inplenentation debacle that occurred on Decenber 13 and the

Governor's inability to address it.
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THI RD CONCLUSI ON

SENI OR PRQJECT MANAGERS FAI LED TO WARN CABI NET
LEVEL OFFI CI ALS AND THE GOVERNOR S OFFI CE OF
THE SEVERITY OF THE PROBLEMS W TH THE SYSTEM

Seni or project managers failed to alert those
above themin the chain of conmand to the severity of the
problens with the systeml eadi ng up to Decenber 13. That
extraordinary Dbreakdown in communication prevented
critical information from reaching the cabinet-I|evel
officers, the Governor's Ofice, and the Governor
herself. As a result, vital policy issues could not be
rai sed and exam ned at the highest |evels of governnent,
i ncl udi ng whether the Decenber 13 deadline could have
been extended or contingency plans could have been
devel oped.

The failure at the cabinet-level to consider and request
an extension of the EPA deadline or to seriously discuss the
inplications of enduring sanctions until the Enhanced |I/M system
was proven ready for the public is the result of the failure of the
seni or project managers to adequately warn their supervisors of the
nunerous technical problens with the system VWiile line |eve
enpl oyees recogni zed the severity of the many technical problens
that plagued devel opnment of the Enhanced /M program senior
proj ect nmanagers never nade their superiors aware of the policy
i nplications of those problens.

A. Failure to Warn

The failure by the senior project nmanagers to raise
issues to the policy makers led directly to the Cabinet Oficers
and Governor's Ofice failure to rigorously question whether or not

it woul d be prudent or responsible to go nandatory on Decenber 13.
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The failure by the senior project nmanagers to advise the
Comm ssioners and the CGovernor's Ofice that they had received
clear and explicit warnings from individuals and firns wth
significant expertise in em ssions testing prograns that it would
be unwi se to all ow Enhanced I/Mto go nandatory on Decenber 13 is
striking. |In effect, senior nanagers prevented policy nakers from
maki ng an inforned "go/no go" decision about whether or not to
proceed as scheduled or to delay inplenmentation. They sinply
failed to communicate predictions of calamtous failures and
di sastrous political repercussions to their superiors, the
Comm ssioners of DEP and DOT. It was the responsibility of the
Comm ssioners and the CGovernor, not senior managers, to make an
i nformed "go/no go" deci sion.

Much has been witten in the press about the warnings
contained in the Sierra Research nenps. Most of the individuals
involved in the program did not see those nenos until after
Decenber 13.° Those nenpbs, witten early in the process of
i npl ementation, accurately gauged the problens the programwas to

eventual |y encounter. The Panel has concluded that there are, at

’ It is noteworthy that PB took upon itself the task of
editing Sierra's nenoranda i nto nenoranda submitted under PB's own
nane, which were then forwarded to the State. Al t hough, in

general, the PB and Sierra nenos contained simlar information, the
critical and urgent tone of the Sierra nenos was filtered out. As
a result, dense, jargon filled technical descriptions with little
i mredi acy or threat were circulated widely and Sierra's strident
war ni ngs becanme margi nal i zed.
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| east, five other docunents that illustrate the |arger systemc
breakdown in the managenent of this project.

First, in his menorandum of Decenber 5, 1999, to M.
Passeri and Director Kamn, M. Stevenson declared that:

...there is nothing that can be done at this

|ate date to get the central lanes up and

running snoothly by next Mnday norning.

Consequently, we need to nmke contingency

plans' that address 1long lines and angry

not ori st s.

[ Exhi bit 145]

It isdifficult to envision a clearer or nore explicit warning than
M. Stevenson's. The nenp's analysis of the systenis problens is
cogent and alarmng. Equally striking is the nenp's urgency. The
concerns so forcefully raised by M. Stevenson were sinply not
brought to the attention of Conm ssioner Winstein, Conm ssioner
Shinn or to the Governor's O fice. Inlight of Deputy Conm ssioner
Ari's statenent that such information was information he should
have seen, that failure by M. Passeri and M. Kamn is
i nexcusabl e. In fact, the senior project managers effectively
commtted the State to a "successful™ inplenmentation when they
recommended that the two Conm ssioners send the Novenmber 19, 1999
letter to the EPA. (Exhibit 26).

Second, sonetine in | ate Novenber, Larry Sherwood and Rod
Jenkins of PI shared with Carl Passeri a capacity anal ysis prepared

by M. Jenkins. (Exhibit 146). M. Sherwood testified that they

nmet to di scuss concerns raised by M. Jenkins about the ability of
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the system to handl e expected volunme. There is no evidence that
M. Passeri brought the substance of the concerns about system
capacity expressed by M. Jenkins, or even the fact that the PI
CGeneral WManager and Deputy GCeneral Manager had concerns about
capacity, to the attention of Director Kam n, Deputy Conmm ssioner
Ari, Conm ssioner Winstein or anyone else. To the contrary, when
questioned about the issue by Deputy Comm ssioner Ari on the
evening of Decenber 3, 1999, M. Passeri reassured him that
"capacity-wise, we're there." (Ari Tr. 39:20-40:1).

That sanme Pl capacity anal ysis was shared by M. Jenkins
wth M. Stevenson. On Decenber 3, 1999, M. Stevenson and M.
Hof fman nmet with Assistant Conm ssioner Wods to present their
concerns regarding throughput and showed her the Pl capacity
anal ysis that indicated the systemwould not be able to handle its
expected capacity. Al t hough Ms. Wods did not have operationa
responsibility for Enhanced I/M she agreed to present M.
St evenson's concerns to Deputy Comm ssioner Ari.

When she did so, she mnimzed M. Stevenson's concerns.
She told M. Ari that while capacity i ssues existed, she viewed the
problem as a growh issue that could be dealt with in the com ng
year. She al so thought the |Iines would not be worse than they had
been historically. (Wods Tr. 44:2-20). She believed that Pl was
acting to optimze throughput and she regarded M. Stevenson's

information as being less than current. In addition, M. Wods
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indicated that while she did not regard M. Stevenson as an
al arm st, she would agree with a characterization "that's probably
slightly less than that." (Wods Tr. 31:17-19).

Ms. Wods failed to understand howsignificant it was for
Messrs. Hof fman and Stevenson to go outside M. Stevenson's chain
of command and cone to her in order to recount what they regarded
as concerns of the highest |evel. Rat her than accepting the
expression of their concerns at face value, Ms. Wods relied on her
own nore |imted know edge of the programand failed to effectively
convey to Deputy Comm ssioner Ari the substance, tone, or urgency
of M. Stevenson's warnings. This failure represented a | ost
opportunity to bring serious and substantial warnings about the
programto Comm ssioner Wi nstein.

Ms. Wods also failed to appreciate the significance of
the Jenkins spreadsheet, and so could not communicate that
significance to Deputy Comm ssioner Ari. The fact that a high
ranking PI official had concerns about systemcapacity and that his
anal ysis corroborated M. Stevenson's Septenber 27, 1999 anal ysis
(Exhi bit 144) shoul d have caused a searching high | evel discussion
of systemcapacity and the related i ssue of |ane throughput.

The third inportant docunent is M. St evenson' s
Septenber 27, 1999 nmeno warning of "horrendous and politically
damaging long lines." M. Stevenson had a clear recollection of

M. Passeri telling him in effect, to "bury" the neno.
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M. Passeri deni ed having done so. It is clear, however, that M.
Passeri did not circulate M. Stevenson's capacity analysis.
Agai n, although M. Passeri believed he discussed the matter with
Director Kam n and recal |l ed di scussi ng t hroughput at the bi-weekly
neetings, he conceded that it was only a "general " discussion; the
nost striking elenment of the neno, its tone of alarm was
concededly not conveyed upward. M. Passeri's failure to bring
t hese concerns, in particular the specific nature and | evel of the
concerns represented by M. Stevenson, to the attention of
Comm ssioner Weinstein is difficult to understand.

Fourth, M. St. Denis's Novenber 23, 1999 e-mail to
M. West and M. Wanschura stated that it was "inpossible" for all
| anes and stations to be swtched over to the Enhanced I/ Mtest by
Decenber 13, 1999. (Exhibit 18). Although both M. Wanschura and
M. West shared M. St. Denis's concerns, this grimprognosis by a
national ly recogni zed expert in em ssions testings was not provided
to either Comm ssioner Shinn or Conmm ssioner Weinstein. That no
one brought these concerns to their attention i s i nexcusabl e given
that only ten days earlier, at the behest of their respective
staffs, the Comm ssioners had signed a letter to the EPA predicting
"a successful startup.”

Finally, on Decenber 1, 1999, Robert Kozak, the speci al
consul tant engaged by M. Passeri, advised both M. Passeri and

M. West that having all |anes neet "the now mninmal New Jersey
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audit requirenents,"” would require a "mracle.” (Exhibit 7).
Again, while he clains to have discussed the "efficiency" of the
systemw th senior staff in general terns, M. Passeri acknow edged
that neither the e-mail nor M. Kozak's opinion that "it woul d t ake
a mracle" to bring a mnimally acceptable system on |ine by
Decenber 13, 1999, was brought to the attention of Comm ssioner
Vi nst ei n.

M. West discussed M. Kozak's <conclusions wth
M. lavarone and M. Elston (West Tr. 149:25-150:4) and M. El ston
recogni zed they were "in trouble.” (Elston Tr. 136:12-13). M.
El ston attenpted to bring the Kozak e-mail to the attention of
Comm ssioner Shinn by attaching it to the nmeno he sent the
Conmi ssi oner dated Decenmber 7, 1999. Conmm ssioner Shinn, however,
testified that he never read the attachnent. (Shinn Tr. 34:15-22).
Further, he and M. El ston never discussed either the e-mail or the
meno to which it was attached. (Shinn Tr. 36:22-37:11). M .
El ston's neno recites various reservations about the project, but
his only recomendati on to Conmm ssioner Shinn was that DEP insi st
upon nore noney being wthheld than was bei ng recomrended by DW.
In fact, M. Elston testified the only decision he thought the DEP
Comm ssioner could nake was to w thhold paynents. (Elston Tr.
155: 23-156: 8). Therefore, despite reporting on problenms wth
i npl enentation, M. Elston did not clearly advise the Conm ssi oner

that the system should not be allowed to go nandat ory on Decenber
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13 without further testing to inprove reliability and throughput.
H's menbo did not forewarn Comm ssioner Shinn with any sense of
urgency about the failure that awaited.

These five docunents, all drafted between Septenber and
Decenber 1999, gave explicit warnings that the systemwas in severe
troubl e. The documents use words calculated to reflect the
seriousness of the problem such as "inpossible, "mracle," and
"prophet of doonmi. Yet at no tine was the tone or tenor of those
menos ever brought to the attention of Comm ssioners Winstein and
Shi nn, except for M. Elston's awkward attenpt to bring the Kozak
meno to Comm ssioner Shinn's attention.

B. The Conmmuni cati on of Fal se Expectations

The failure to bring bad news to the attention of
supervi sors, however, was not limted to the w thholding of bad
news. It was, in fact, conpounded by the dissenination of "good
news," that directly contradicted what was known or feared. For
exanple, in |ate Septenber, Director Kamn told Ms. Wi nberger, a
staff enployee of the Governor's Ofice of Policy and Pl anning,
that the programwoul d "neet or exceed expectations.” He relayed
this optimstic projection only three weeks after he hinself had

expressed serious concerns in a letter to PI that PI would "not
meet their Decenber 13, 1999 contractual date" and that "his
confidence [was] |ow' because of insufficient "hardware and

software optim zation and staff training."
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In a simlar contradiction, M. Kamn testified that
al though he had inparted good news to M. Winberger, he had
advi sed John Val eri, an assistant counsel in the Governor's Ofice,
of his concerns relating to failures and poor performance. M.
Valeri testified, however, that he recalled M. Kam n only being
positive in their discussions regarding i nplenentation, even up to
Decenber 13. M. Kamn admits that the information he conveyed to
these two i ndividual s fromthe Governor's O fice was contradictory.

Simlarly, on Novenber 19, 1999, PI nmade a presentation
to Conm ssioner Shinn, Conmm ssioner Winstein and federal EPA
Deputy Regi onal Adm ni strator Miuszynski, in which they predicted a
successful startup. The presentation, given by PlI's GCeneral
Manager Larry Sherwood, did not nention the software devel opnent
and other problens that were still being experienced by the
program There was no nmention of the truncated schedule for system
testing or of the potential inpact that inadequate testing of the
systemcoul d have when the systemwent mandatory | ess than a nonth
|l ater. On Decenber 1, 1999, M. Sherwood repeated essentially the
sane presentation for Deputy Conmm ssioner Ari and other State
enpl oyees. Again, M. Sherwood's presentation was reassuring and
di d not hi ghlight any of the concerns he harbored about being ready
for Decenber 13. (Kamin Il Tr. 119:17-23). At no tine did any

seni or project manager fromthe State advi se any superior that Pl's
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presentation did not nmesh with what they thenselves knew to be

happeni ng with the inplenentation.
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FOURTH CONCLUSI ON

SUPERVI SI ON OF THE PRQIECT BY THE
COMM SSI ONERS WAS | NEFFECTI VE.

The Comm ssioners of the Departnents of
Transportation and Environnmental Protection did not
effectively supervise the i npl enentation of the Enhanced
|/ Msystem Their ineffective supervision, particularly
after reports and warni ngs of defects in the systemwere
reported in the press, contributed to their l|ack of
i nformation about serious deficiencies in the systemand
their inability to take corrective action.

The Panel recogni zes that the crush of busi ness demandi ng
the attention of cabinet officials, as well as menbers of the
Governor's staff, often dictates nanagenment by "exception
reporting.” As Conmm ssioner Winstein described his "exception
reporting” style of managenent, he relies on trusted subordinates
to apprise himof problens that require his attention.

The "exception reporting” style of nanagenment, however
did not work for either Conm ssioner here because inportant
information did not reach them Al t hough PI's Deputy General
Manager had shared with Carl Passeri and M. Stevenson, for
exanple, a spreadsheet showing that the system did not have
sufficient capacity to handl e the expected vol une of inspections,
that information was never made known to Comm ssioner Weinstein.
Equally, M. Stevenson's predictions of long lines of angry
notorists and the consultants' warnings that the system could not

be "rolled-out” properly or tested sufficiently before Decenber 13
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to ensure acceptably snooth operation never rose to the
Comm ssioner's |evel.

Despite the breakdowns in regul ar |ines of comruni cati ons
that inperiled the supervision of the project, there was a | ast
clear chance to initiate a searching review of project status at
t he executive/policy making level -- and that was M. Stevenson's
approach to Assistant Conm ssioner Wods. It is npbst unfortunate
that Ms. Wods, who was only tangentially involved in the Enhanced
|/ Mproject, did not recognize or convey to Deputy Conm ssi oner Ari
the inmport of the warning that M. Stevenson tried to conmunicate
t hrough her.

Al t hough, as discussed, the actual and direct
responsibility for the failure in oversight of the system rests
with the three senior project managers, Conm ssioner \Winstein has
acknowl edged an overall responsibility for the failure of the
i npl enentation of the program Comm ssioner Winstein should have
becane aware of serious deficiencies in the inplenentation of the
system through adverse press reports. He apparently took no
corrective nmeasures based on such accounts. Mreover, the
Comm ssi oner m sperceived the essential nature of this project as
one involving conplex <construction mtters rather than one
involving difficult and sensitive conputerization systens. That

m sperception influenced his hiring of and m sguided reliance on
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M. Passeri, whose experience was in construction and not
conput eri zed technol ogy systens.

It is evident to the Panel, given the enornous difficulty
and the public ramfications in the inplenmentation of the Enhanced
| /M project, that Conm ssioner Winstein should have exercised
closer and nore attentive supervision, particularly in |ight of
adverse press reports.

Comm ssioner Shinn's supervision was |ikew se |ax and
i nadequat e. Comm ssioner Shinn should have been aware of the
deficiencies of the system from adverse press reports. In
addition, he was directly exposed to specific information of
project deficiencies. There were comunications in John Elston's
Decenber 7, 1999 nmeno to Conm ssioner Shinn that also represent
anot her m ssed opportunity, where "exception reporting” did not
work in this case. That nmeno does not explicitly tell Comm ssioner
Shinn that the issues it discussed represented potential threats to
successful inplenentation on Decenber 13, but it should have
pronpted further inquiry, especially in light of the adverse press
reports. Comm ssioner Shinnread M. Elston's neno. Nevert hel ess,
he did not question M. Elston about the ways in which M. Elston
expected the Enhanced I/Msystemto fall short of full conpliance
with "specifications contained in contractor agreenents to the
[State's] Request for Proposal...." Nor did he inquire of M.

El ston about what appears to be a proposal that DEP provide only
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"*conditional approval (by audit)." Conm ssioner Shinn did not ask
about M. Elston's systemreliability comment, or seek a report
from M. Elston on the frequent system shutdowns and |ack of
"assurance of full network conpliance"” that were cited in the neno.
Comm ssi oner Shinn did not ask M. El ston why he was concerned t hat

pressure to nake paynments to PI mght "...conprom se the [DEP | ane
acceptance] audit, and thus the reliability and accuracy of the
em ssions i nspectiontest."” Despite parenthetical invitations that
he do so in M. Elston's nmeno, Conm ssioner Shinn did not read the
attachnent to the neno, the Kozak e-mail, that expressed concerns
about too little time for the systemto be "rolled-out" properly or
exercised sufficiently before Decenber 13.

The Panel concl udes t hat Comm ssi oner Shinn's supervi sion

of the project was | ax and ineffective.
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FI FTH CONCLUSI ON

MONI TORI NG OF THE PRQIECT BY THE GOVERNCR S
OFFI CE WAS | NEFFECTI VE.

The Governor's Ofice did not effectively
nonitor the progress in the inplenentation of the
Enhanced |1/M system That ineffective nonitoring
contributed to a lack of information reaching the
Governor's Ofice. As a result, the Governor was not
war ned about the serious deficiencies in the system and
was denied the opportunity to mnake public policy
deci sions concerning the inplenentation of the system

The Panel concludes that the Governor's Ofice was in
fact caught off guard and did not receive the information it needed
to understand the magnitude of the problens that were likely to
surface once the system went on-line on Decenber 13, 1999. \Wen
the Governor's O fice asked for updates, it was routinely reassured
by M. Passeri, M. Kanm n, and others that the programwoul d be up
and running on tinme. Presentations given by Pl also influenced the
expectations of State policy makers. Everyone at the highest
| evel s of governnment seens to have expected that the programwoul d
run effectively, w thout unacceptably long |ines.

The nmonitoring of the project by the Governor's Ofice
fail ed to generate conpl ete and accurate i nformati on concerning t he
progress of the program Eileen MG nnis, the Governor's Chief of
Policy and Pl anning, told the Panel that anong the Chiefs, she was
the lead on Enhanced |/M (MG nnis Tr. 8:4-5). As had her
col | eagues, Chief of Staff, Mchael P. Torpey and Chief Counsel

Richard Moz, M. MGnNnis stated that she relied on the
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Comm ssioners, Governor's Ofice staff, and others to keep her
informed of developnents that nerited her attention. If the
Comm ssioners of DOT and DEP were not receiving negative
information, it is not surprising that the Governor's Ofice was
al so not receiving that information.

Gven the inportance, sensitivity, conplexity and
difficulty of this project, nonitoring by the Governor's Ofice
shoul d have been nore aggressive and attentive. The Panel assunes
that the Chiefs and the Governor woul d expect to be fully apprised
of all inportant devel opnents and, particularly, therisk that this
i nportant project could go off track.

Neverthel ess, it does not appear that the Governor's
Ofice staff nonitoring the project was given explicit directions
to follow the project carefully and to report regularly and in
detail. In fact, inthe Fall of 1999, M. Valeri, the staff person
primarily responsible for nonitoring the progress of the project,
stated he was diverted to other responsibilities and was no | onger
payi ng the sane attention to the project. M. Wi nberger, w thout
specific directions or instructions from her superior, M.
MG nnis, involved herself in the nonitoring of the project.
Nei ther she nor M. Valeri were specifically directed by their
superiors to be sure that the progress of the project was very

closely foll owed.
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Mor eover, as the Decenber 13 deadline approached, there
were questions raised in the press that should have pronpted the
Comm ssioners and Ms. McGnnis to demand an in-depth review of
Enhanced | /M s readi ness. Particularly in light of news reports on
Decenber 8 about notorists being forced to wait inline for several
hours at the inspection station in Edi son when the Enhanced I/ M at
was turned on and mal functioned, it is puzzling that the Chiefs did
not question their respective staff about the potential for
wi despread problenms or the need for contingency plans when the
system went mandatory statew de the foll ow ng week.

It is noteworthy that the Governor herself seens to have
been attuned to the potential for public inconvenience as a result
of news reports in m d-Novenber. Those news reports caused her to
i nquire about neasures to deal with wait tinme and what, in
addition, could be done if wait tinmes ever exceeded 30 m nutes.
(Exhibit 159). Neither her staff nor her Cabinet officers seemto
have been as attuned to the real potential for serious
i nconveni ence to the public and the correspondi ng need to deal with
t hat conti ngency.

The people charged with policy inplenentation -- the
Comm ssi oners and the Governor's O fice -- understood generally the
inportance of this project, even though they may not have
appreciated the intricacies and significance of many of the

techni cal problens, particularly the software devel opnent probl ens,
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that beset the inplenentation of Enhanced |I/M and plagued its
start-up. Persons in the Governor's Ofice, as well as the
Comm ssioners, not having the expertise, or even the tinme, to
assess the specifics of either emssions analyzer design or
software capacity, necessarily and properly relied upon the
professionals from the several State departnents and |arge and
wel | -respected private consultants for those eval uati ons. However,
it is the responsibility of government to deliver essential public
services in an appropriate way. As officials directly and
intimately involved in the formulation and effectuation of
governnental policies, the Governor's Ofice, in respect of the
devel opnent and i npl enentation of Enhanced 1/M should have been
alerted to the potential for problens, particul arly when hei ght ened
by the press accounts and should have demanded answers. They
should directly and vigorously have pressed their staff and the

Departments for accurate and detail ed assessnents of the project.
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VI1. FINAL OBSERVATI ONS

After review ng the evidence before it, the Panel has
concluded that in the developnent and inplenentation of the
enhanced i nspecti on program a great many dedi cated St ate enpl oyees
performed their work with high degrees of professionalism and
commtnment. They worked diligently to resolve the very difficult
and conpl ex problens that sone recognized as nmounting threats to
successful inplenentation. Many, such as the rollout teans at DEP
under the supervision of Antonio lavarone and at DW under the
supervi sion of Thomas Bednarz, worked long hours in an effort to
get the systemon-line. Ohers, such as Christine Schell at DEP or
Al yssa Wei nberger in the Governor's Ofice, foresaw the potenti al
for problens with a Decenber 13 inplenentation. No one, however,
took greater risks than Ken Stevenson at DW. He made three
separate and determned attenpts to bring his concerns to the
attention of Comm ssioner Winstein in the face of clear
indications that his efforts would not be well received by M.
Passeri and possibly M. Kamin. M. Stevenson perfornmed adm rably;
the failure is not his but those who i gnored, discounted or watered
down his careful and persistent warnings.

Acknow edging this, however, the Panel also concludes
that it bordered onirresponsibility for senior project managers to

have allowed the State to inplenent Enhanced |I/M on Decenber 13,
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1999 wi t hout having subjected the systemto the m ni num anount of
testing necessary to determne that the system was reliable,
thereby exposing the public to a near-certain risk of extrene
i nconveni ence. The trust placed in senior project managers of this
program by the Comm ssioners of DOl and DEP and by the Governor's
Ofice did not serve the State or the Governor well. Neither the
Comm ssi oners nor the Governor's Ofice knew of the acute need for
nore tinme to inplenment Enhanced 1/ M They were never told by
know edgeabl e senior staff nanagers that an extension of tine
shoul d be pursued. That is nobst unfortunate for, as Eileen
MG nnis told the Panel

...[I'lt had been delayed so often that...by

the end of that year, all of us had devel oped

a relationship wth Bill MuszynsKki and

certainly the Governor had a good rel ationship
with Carol Browner and called her several

times to explain to her -- ...Yes, is the
answer to your question. | think we could
have asked [for] and received another
ext ensi on.

[MG nnis Tr. 19:5 through 19: 15]
The Panel has no way of knowing if the Governor would have sought
EPA approval to delay the programor whether or not EPA woul d have
granted relief fromthe sanctions. Wat we do know, based on the
record before us, is that given the serious problens that stil
pl agued the systemin early Decenber and the | ack of proper testing
of Enhanced |/ M before Decenber 13, the Governor should have been

apprised of these problenms and the recurrent predictions of
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failure. The Governor, arned with such information, clearly should
have been given the opportunity to assess the policy inplications
of the threatened failure of this nmjor project and the severe
public inpact that such a failure would create. The Governor was
not given that information, the threatened failure of the system
inevitably occurred, and the adverse inpact on the public was

predi ctably severe.

Respectful ly subm tted,

Al an B. Handl er

Kenneth D. Merin

Walter F. Tinpone

Dat ed: June 8, 2000
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ASM 50/ 15:

ATP:

BAR:

Bet a Test:

aF:

DBOM

DEP:

d ossary of Terns and Abbreviations

The enhanced em ssions test used in New Jersey's
new inspection system to replace the old idle
test. Under this test, a vehicle is positioned
with its drive-wheels on the rollers of a
dynanmoneter and is then driven at 15 niles per
hour as a 50% load is applied to the engine by
the dynanoneter. Em ssions readings are taken
with a probe placed in the vehicle' s tail pipe.
EPA considers this test to be nore accurate than
the idle emssions test it repl aces.

Acceptance Test Protocol- Quality assurance
procedure which is used to test a l|ane or
facility before acceptance of that |ane or
facility by the State. The purpose of the ATP is
toidentify potential operational problens before
a systemis put into full production.

California Bureau of Autonotive Repair- A
national ly recogni zed |l eader in the certification
of auto em ssions test equi pnent.

In this stage of testing the new enhanced
I nspection system inspection | anes are subjected
to full end to end testing usi ng actual
not ori st - owned vehi cl es Wi th conmmuni cati on
between the State DW database and the new VID
dat abase.

Central Inspection Facility- Centralized auto
i nspection stations oper at ed by Par sons
infrastructure under contract with the State.
Inspections at these facilities are free of
charge to the notoring public.

A contractual arrangenent requiring a contractor
to Design, Build, Operate and Miintain New
Jersey's notor vehicle inspection system The
i nspection system being built by PI is a DBOM
type system

New Jersey Depart nment of Envi r onnment al
Pr ot ecti on- State depart nment i nvol ved in
oversight of the em ssions conponent of the
enhanced auto inspection system



Dynanonet er

End to End
Testi ng:

Enhanced
|/ M

EPA:

ESP:

| dl e Test:

New Jersey Division of Mtor Vehicles- State
agency that is responsible for notor vehicle
i nspections. DW is |located within the Departnent
of Transportation.

New Jersey Departnment of Transportation- State
departnment charged with addressing New Jersey's
transportati on needs.

A machine conprised of large rollers which are
used to create rolling resistance that sinmulates
the | oad placed on the engine of a notor vehicle
while it is traveling on the highway. A vehicle
under goi ng enhanced em ssions testing is driven
onto the rollers. VWile on the rollers, the
vehicle is driven at a speed of 15 m | es per hour
as em ssions readi ngs are taken by a probe pl aced
in the vehicle' s tail pipe.

A test of an entire auto inspection lane to
verify the proper functioning of all em ssions
and safety test hardware and software. This test
also verifies that there is proper data
comuni cation between different positions within
an individual inspection lane as well as data
communi cati on between the inspection |ane, the
State DW dat abase and the new VI D dat abase.

Enhanced |nspection and Mintenance- The new,
stricter auto inspection system that New Jersey
is inplementing in order to conply with the
Federal Clean Air Act Amendnments of 1990.

Envi ronnmental Protection Agency- Federal agency
charged with enforcing federal environnental
| aws.

Envi ronnmental Systens Products- Pl subcontractor
charged with devel opnment of enhanced em ssions
i nspection hardware and software for the ClFs.

New Jersey's ol d auto em ssions i nspection system
where auto emssions are tested by placing a
probe in the tail pipe of an idling vehicle.



| /M 240:

MCI -

Wor | dcom

aT:

Pl :

Pl F:

Pr e- bet a
Test :

A nore stringent enhanced em ssions test than the
ASM 50/ 15 test in which the vehicle is driven on
a dynanoneter at varying speeds of up to 50 mles
per hour for a period of 4 m nutes.

Pl sub-contractor responsible for building and
mai ntai ning the "VID' auto em ssi ons dat abase for
use with the enhanced inspection system (See
"VI D' bel ow)

O fice of Information Technol ogy- State agency
which has interdepartnental responsibility to
manage New Jersey's information technol ogy needs.
OT is providing conmputer expertise to the
enhanced inspection program Specifically, QT
mai ntains DW' s already-existing database of
driver and vehicle information. OT is
responsible for ensuring that all necessary
driver and vehicle information is effectively
conmuni cated to the VID

Parsons Infrastructure and Technology G oup,
Inc.- Prime contractor charged w th designing,
bui l di ng, operating and maintaining the State's
new aut o i nspection system

Private Inspection Facility- Private autonobile
repair businesses that are authorized by the
State to conduct enhanced notor vehicl e
i nspecti ons. Motorists who opt to have their
vehicles inspected at PIFs pay a market-set fee
for the inspection.

In this stage of testing the new enhanced
i nspection system a full end to end test is
conducted using contractor/State vehicles only.
During this test proper data conmunication
between the State DW database and a test VID
dat abase is verified. No vehicles owed by the
public woul d be tested during this stage.



Pr ot ot ype
Testi ng:

Sl P:

Stress
Testi ng:

Thr oughput :

VI D

Wait Tine:

The earliest stage of testing of the enhanced
i nspection system In this stage of testing

vari ous equi pnent options are tested in order to
establish the nost efficient final system
configuration. The prototype test l|lane for the
enhanced inspection system was built by ESP at
its facility in Tucson, Arizona. Subsequently,
what has been referred to as a prototype
inspection lane was built in Deptford, New
Jersey.

State Inplenentation Plan- The State's plan for
neeting federal clean air mandates. Enhanced |/ M
is a critical conponent of the SIP. The SIP
commts the State to specific courses of action.
Once approved by EPA, the SIP has the force and
effect of federal Law

A full end to end test of the enhanced i nspection
system where a hi gh nunber of vehicles are tested
in secession at nmultiple inspection |anes and
stations at the same tine. The purpose of this
type of test is to sinmulate the kind of "stress"
the entire vehicle inspection system would
experience in a typical day of operation.

The average nunber of vehicles per hour that can
be inspected by a CIF inspection | ane.

Vehicl e I dentification Database- This database is
mai nt ai ned by Ml -Wrldcom in California. The
VID stores enissions test pass/fail information
from all New Jersey vehicle inspections. That
information is essential to the enforcenent
conponent of New Jersey's Enhanced |/ M program
The data collected in the VID also provides the
information for reports that are required to be
generated and submitted to the EPA to denonstrate
conpliance with the Cean Air Act Amendnents of
1990.

Wait tine is neasured fromwhen a vehicle arrives
at an inspection station to when the vehicle is
driven into the inspection bay for testing.



Wait Tine
St andar d:

A contractual obligation requiring that the
average wait time for vehicles in line for
i nspection not exceed an average of 30 mnutes in
any contiguous two hour period at any one
i nspection station for nore than 4 days in any
cal endar nonth, and, that no inspection station
have an average wait tinme of nore than 15 m nutes
duri ng any one nonth.
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