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Dedi cati on

This Report is dedicated to all those who |abor in
the trenches of public service. Qur research
interviews, and analysis of the ethics audit responses
left us with an indelible inpression of firmresolve on
the part of State enployees to serve the public honestly
and faithfully. Mre than anything, we nust reinforce
their resolve by denonstrating that every level of
government supports their efforts.
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time i's now.



| NTRODUCTI ON
Qur faith in governnment has been shaken. But this

nmonent in history has given us the opportunity to chart a

new course. Together, we have begun to restore faith

integrity, and hope to our governnent. . . . There is

not hing nore inportant to our denocracy than the trust of

the citizens. And when that trust wavers, the question

is not whether we should act . . . but how nuch we can

achi eve.

- Acting Governor Richard J. Codey,
State of the State Address
(January 11, 2005)

On Novenber 17, 2004, Acting Governor R chard J. Codey
appointed us  Speci al Et hics Counsel, charged wth the
responsibility of recommending ethics reforns for the Executive
Branch of New Jersey’s CGovernnent. W commend Governor Codey for
his | eadership and courage in giving us so significant a nmandate
and we thank himfor this opportunity to serve the State.

Al t hough our mandate is broad, it is not all-enconpassing.
Qur work is part of a larger nosaic of effort by public and
private-sector parties. An effective system of advancing
integrity in governnment requires a tripartite approach. The three
maj or features recognized in nost jurisdictions are: (1) the
regul ation of legislative and executive |obbying; (2) rules of
conduct for governnment officials; and (3) canpaign and finances
practices. Qur mssion is limted to the second elenent, the
rules of conduct for nenbers of the Executive Branch of State

governnent and its independent authorities. The other two pillars

of integrity nust be strengthened as well.



In pursuit of our mssion to examne the rules of conduct
governing State enployees, we thoroughly reviewed the State’s
existing ethics and conflicts laws. W al so conducted an extensive
audit of wethics progranms in the Executive Branch agencies,
departnents, and independent State authorities. In addition, we
engaged in a conparative review of other state and federal ethics
nodel s, conducted nunerous interviews, and solicited and revi ewed
public coment.! Qur research, interviews, and analysis of the
ethics audit responses left us with the indelible inpression of
firmresolve on the part of State enployees to serve the public
honestly and faithfully. They deeply resent any outside influences
on the performance of their duties. Mre than anything, we nust
reinforce their resolve by denonstrating that every I|evel of
government supports those in the trenches of public service.

Qur Report proceeds on the sinple principle that public office
is a public trust. Recent scandals have shaken that trust. Yet,
as Governor Codey has nmade clear, this unique nonent in New
Jersey’s history has provided the opportunity to chart a new course
that transcends partisanship and recaptures the prom se of our
great State.

The public wants and deserves assurances that it can rely on

the integrity of its elected and appointed | eaders. Ctizens want

' I'n the course of our investigations, we received several recommendations for
ethical reformthat were beyond the scope of our nandate. W do not include our
conments on such matters in this Report, but will shortly submit a separate
report to the Governor on those issues, considered but not recomrended to be part
of this Report.



and deserve evidence that | eaders are nmaking an ethical culture the
central hub of governance. They want |eaders who wll guide
managers at all levels to do the right thing when faced with tough
decisions. They want to see less partisan politics and nore public
interest politics.

The Report that we issue today sets forth a series of sweeping
recomrendations that include the creation of a new y-enpowered and
i ndependent wat chdog, to be known as the State Ethics Comm ssion,
significant enforcenment and conpliance checks, stringent penalties
for transgressors, nmandatory ethics training for all State
officials and enpl oyees, routine ethics auditing, nore stringent
anti-nepotism | aws, nore effective post-enploynent restrictions,
transparency in the contracting process, a zero-tol erance policy on
t he acceptance of gifts, and the inposition of the ethics | aws upon
gubernatorial transition teans. The public interest deserves no
| ess.

Throughout, our recommendations aimto pronpte transparency
and accountability in all aspects of governnent activity in order
to better nonitor ethical performance from top to bottom As
Justice Brandeis observed, “Sunlight is said to be the best of

di sinfectants.” Louis Brandeis, OQher People s Mney 62 (Nat’

Hone Library Found. ed. 1933).
Mor eover, experience teaches that it is not enough to inpose
strictures on State enpl oyees. Most ethics violations do not occur

wi t hout the participation and consent of third parties. Hence, we



have prepared a Business Ethics Quide, (Exhibit C), for third
parties that do business with the State. W recomend that
certification of conpliance wth its terns be required of all
parties that do business, or hope to do business, with the State.

W are not so naive as to believe that our recomendations
wi |l change hunman nature. No regulation will deter a person
determned to challenge the public interest and public trust.
Still, formal rules that establish clear standards regarding

performance and punishnment are essential to comrunicate that

transgressions will not be tolerated and that ethics is everyone’s
busi ness.
Thomas Jefferson warned, “In every governnent on earth there

is sonme trace of human weakness, sone germ of corruption and
degeneracy, which cunning will discover and w ckedness insensibly
open, cultivate, and inprove. Every governnent degenerates when
trusted to the rulers of the people alone. The people thensel ves
therefore are its only safe depositories.” Thonas Jefferson, Notes

on the State of Virginia (Merill D. Peterson, ed., Library of Am,

Literary assics of the United States 1984) (1781-1782). Al though
our recomendations are significant, wthout a conmtnent that
survives the current clinmate of ethics reformall that we will have
succeeded in doing is putting nore | aws on the books. Utimtely,
it is human oversight, rooted in |leadership fromthe top and an
unrelenting pledge to good governnent, that serves as the nost

effective and enduring check.



| mpl enenting the system c changes that we recommend can help
to set the stage for a renewed partnership of governnment, its
enpl oyees, and the public. By rebuilding the public’s trust, we
can, in the words of Governor Codey, “show governnent as a force
for conpassion and a beacon of hope.” Restoring a sense of
nobility and accountability to governnent service is vital to this
enterprise. \Wen public enployees cone to believe that they and
their work are unseen or uninportant, a w ndow of vulnerability
opens. W are convinced that the recomendations in this Report
and the continuing | eadership that this initiative represents have
the potential to close, or at |least narrow that w ndow, and open a
door back to the future, so that New Jersey can reclaimits great

prom se.



SUMVARY OF PRI NCI PAL RECOVMENDATI ONS

1. CREATE AN ENTI RELY NEW | NDEPENDENT AND PROACTI VE
ENFORCEMENT AGENCY, CALLED THE “ STATE ETHI CS
COW SSI ON'  (COW SSI ON) .

A. Make The State Ethics Comm ssion An
| ndependent Wt chdog.

The new State Ethics Comm ssion should replace the existing
Executive Comm ssion on Ethical Standards (ECES). To ensure

maxi mum i ndependence:

. The State Ethics Comm ssion should be bipartisan and
ultinmately, be conposed entirely of seven public nenbers.

. Comm ssion nenbers should serve staggered four-year
terns.
. The Commi ssion’s Chair and Vice-Chair should be el ected

by its nenbers to two-year terns.

Governor Codey has proposed |egislation that would transform
the newl y-nanmed State Ethics Conm ssion from a nine-nenber body,
with seven nenbers from the Executive Branch and two public
menbers, into a seven-nenber body, with three nenbers from the
Executive Branch and four public menbers. Not nore than two of its
public nmenbers would be of the sane political party, and a Chair
woul d be selected fromanong its public nmenbers. Several of our
recomrendati ons are enbodied in that Bill. Gven the strength of
the Governor’s commtnent to ethics reform this novenent toward
change shoul d pave the way for the inplenentation, over tine, of an
entirely independent body conposed of seven public nmenbers, while

al so assuring a snmooth transition toward that end.



B. Vest The State Ethics Comm ssion Wth Mich
G eater Enforcenent Powers Than Those
Possessed By The Existing Executive
Comm ssion On Ethical Standards.

Presently, many of the State’'s ethical strictures are well
i ntended, but toothless. The new State Ethics Conm ssion should be
vested with vigorous enforcenent mechanisns, as well as with the
responsibility for wundertaking routine ethics audits and for
i npl enenting mandatory ethics training prograns. It should have
the authority to inpose a broad range of significant penalties for
non- conpliance and ethics violations. The range of penalties

shoul d i ncl ude:

. Renoval from office.

. Suspensi on from office.

. Denot i on.

. Publ i c censure.

. Repr i mand.

. Restitution of any pecuniary benefits received as a

result of an ethics violation.

. Mandatory late filing fees (up to $50 per day) for
failure to file required disclosure and authorization
forms in a tinely manner.

. Mandatory civil penalties (up to $10,000 per viol ation)
for violations of post-enploynent restrictions.

Further, the Conmi ssion’s jurisdiction should be expanded to
include transgressors who |eave State service, provided the
Conmi ssion’s investigation begins within two years past the date on

which the alleged violation has been commtted. That expanded



jurisdiction would prevent State enployees fromescaping liability
for ethical breaches sinply by |leaving State enpl oy.

Finally, the Commssion will have to coordinate its work
closely with the Inspector CGeneral’s Ofice, the State Auditor’s
Ofice, the State Conm ssion of Investigation, and the Ofice of
Government Integrity in the Attorney CGeneral’s Ofice.

C. Require The State Ethics Comm ssion To

Conduct Mandatory Ethics Training For Al
St at e Enpl oyees.

The State Ethics Conmm ssion should be staffed with a full-tine
Training O ficer with adequate support personnel, charged with the
responsibility of creati ng, coor di nati ng, and refining
conpr ehensi ve mandatory ethics training progranms, both in-person
and on-line. Each agency or departnent’s Ethics Liaison Oficer
(ELO should be required to coordinate with the Training Oficer to
facilitate the ethics training prograns that the Training Oficer
devel ops.

Mandat ory et hics training prograns shoul d include:

. Annual briefings and routine refresher courses on ethics
and standards of conduct for all State enployees and
of ficers.?

. Annual financial-integrity training for all State
officers, board nmenbers of all State entities, and

enpl oyees vested with procurenent-related authority.

D. Enabl e The State Ethics Conmi ssion To
Perform Regul ar And Systematic Ethics

2 References throughout this Report to State “officer” or “enployee” refer to any
person holding office or enployment in any State agency, i.e., any principal
departnment, board, comm ssion, authority, State college or university and any
other instrunentality, created by or allocated to a principal departnent.




Audits And Monitoring For Ethics
Conpl i ance.

The State Ethics Conmm ssion should be staffed with a full-tine
Et hi cs Conpliance O ficer and adequate support personnel to ensure
that, in each agency, all required enployee disclosures are
nonitored for conpliance and all ethics codes and notices are
distributed to and acknow edged by all enployees. Duties of the

Et hi cs Conpliance O ficer should include:

. Tracking conpliance on mtters including outside
enpl oynent , business activities, gifts, fi nanci al
di scl osures, contacts by legislators, |[|obbyists, or

governnental -affairs agents, procurenents and contracts,
and attendance at outside events.

E. Coordi nate The Duties O The State Ethics
Comm ssion Wth Those O O her Agencies
Charged Wth Fighting Fraud, Waste, And
Et hi cal M sconduct I n Governnent.

The Comm ssion shoul d routinely conmmuni cate and coordinate its
efforts with those of the State Auditor, the Inspector Ceneral, the
State Comm ssion of Investigations, and the Ofice of Governnent
Integrity of the Attorney CGeneral’s Ofice. Just as there are joint
task forces of state and federal agencies to fight crinme or
pollution, there can and should be a joint task force of the
several agencies to fight fraud, waste, and ethical m sconduct in
gover nnent .

F. | mprove Access To Ethics Advice and

| nf or mat i on.

To inprove access to ethics advice and information, we



recomrend t hat:

. A new, toll-free, confidential reporting hotline be nade
available to all State enployees and to the general
public, for purposes of voicing concerns, asking
questions, and maki ng conpl ai nts.

. Al financial disclosure forns be viewable on the
Conmmi ssion’s website.

2. ENACT A UNI FORM ETHI CS CODE, APPLI CABLE TO ALL STATE

EMPLOYEES, TO CONSOLI DATE THE STATE' S SCATTERED ETHI CS
LAWS | NTO A SI NGLE ACT

Currently, State ethics restrictions are set forth in a
mul titude of separate codes and in the regulations of a nyriad of
di verse agencies. Uniform baseline standards of conduct should be
enacted and nade applicable to all State enpl oyees. Qur proposed
Uni form Et hi cs Code, appended as Exhibit A sinplifies, clarifies,
and noderni zes the otherw se di sparate governing strictures. Qur

recommendati on requires:

. The State Ethics Conmi ssion to pronul gate a single Code
of Ethics binding upon the Executive Branch, that adopts
all applicable provisions of our proposed Uniform Ethics
Code, as supplenented by relevant agency-specific
strictures.

3. | MPLEMENT A PLAI N LANGUAGE ETHI CS GUI DE THAT CAN BE
EASI LY UNDERSTOOD BY ALL STATE EMPLOYEES AND THE
PUBLI C.

A Pl ain Language Ethics Guide should be adopted to explain
clearly and plainly to all State enployees and to the public the
ethi cal standards and requirenents that nust be net by every State
enpl oyee. W have drafted, and append as Exhibit B, a Plain
Language Ethics Guide that reflects the current New Jersey

Conflicts of Interest Law (Conflicts Law), N J.S. A 52:13D-12 to —

10



28.

We recommend t hat:

. Every State enployee be required to certify that he or
she has read the @uide, understands it, and vows to
uphold its terms. Wth that requirenment in place, no
enpl oyee will ever be able to use ignorance of the | aw as
a viable defense to an ethics violation.

4. | MPLEMENT A BUSI NESS ETHI CS GUI DE THAT IS BI NDI NG ON
TH RD PARTI ES THAT DO BUSI NESS W TH THE STATE.

It is not enough to inpose strictures on State enpl oyees. Mst
ethics violations do not occur wthout the participation and
consent of third parties. Hence, we have drafted, and append to
this Report as Exhibit C, a plain |anguage Business Ethics Guide
for third parties that conduct business with the State. Currently,
there are no penalties for businesses that commt ethics
vi ol ati ons.

Qur recomrendations require that:

. Al'l persons who do business with the State certify, in
witing, that they understand the rules of the Business
Et hics GQuide and that they are in conpliance with those
rul es.

. A certification of conpliance with the Business Ethics
Qui de be a prerequisite for the subm ssion of any bid to
do business with the State. Penalties for nonconpliance
woul d i nclude disqualification of the bid.
5. PROVI DE LEADERSH P FROM THE TOP.
The Governor should set the appropriate tone and |ead by
exanple and initiative, to avoid even an appearance of inpropriety.

Toward that end, we recommend that:

. The Executive Director of the State Ethics Conm ssion
meet wth every new Cabinet nenber shortly after
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I naugur ati on.

. The Executive Director of the State Ethics Conm ssion
appear before the Cabinet at |east once each year to
remnd all nmenbers of the ethics strictures.

The CGovernor’s Code of Conduct, pronul gated by an i ndependent

advi sory panel pursuant to Executive Oder 77 (MG eevey 2002),
contai ns thorough and significant strictures, consistent with the
core prem se that | eadership and direction nust cone fromthe top.
The Governor’s Code of Conduct is appended to this Report as
Exhibit M

6. CLOSE THE REVOLVI NG DOOR OF UNDUE | NFLUENCE BY ADOPTI NG
Rl GOROUS POST- EMPLOYMENT RESTRI CTI ONS AND EFFECTI VE
FOLLOW UP PROCEDURES.

Presently, a general post-enploynment restriction prohibits a
former State officer or enployee, or special State officer or
enpl oyee, from representing or acting on behalf of a party other
than the State in connection wwth any matter in which the enpl oyee
was substantially and directly involved during his or her State
tenure. That is a lifelong restriction, but the only enforcenent
mechani sm is a disorderly-persons penalty, which has never been
i nvoked.

To construct laws that are stronger, realistic and readily

enf orceabl e, we reconmmend:

. A new explicit lifetime ban on all forner State officers’
and enpl oyees’ use of confidential information.

. A gener al t wo- year post - enpl oynent restriction
prohibiting a former State enpl oyee fromrepresenting an
entity on a matter that he or she was substantially and

12



7.

directly involved in while in State service. That ban
would allow highly qualified individuals to enter
government service with the expectation that they will be
able to continue to earn a living after they | eave State
enpl oy. Consistent with the experience of other
jurisdictions, after two years, former State enpl oyees
are apt to be sought by a new enployer for their
expertise, rather than for their ability to influence
governnent officials.

A new one-year ban on “side-switching,” to apply to
designated State officers, heads, deputy heads and
assistant heads of principal departnents, boards,
comm ssions, and authorities. That ban would prohibit
such an enployee, for one year after leaving State
service, from representing anyone on any matter before
the agency in which he or she was enployed. CQur
i nvestigation reveal ed the significant concern about the
appearance of inpropriety that arises when a forner
senior official appears before his or her agency shortly
after |eaving governnment service.

Greatly enhanced penalties for violating post-enpl oynent
restrictions, applicable to former enployees and their
new enpl oyers. Those penalties should include fines of
up to $10, 000 per offense.

STRENGTHEN ANTI - NEPOTI SM LAWS

The Legi slature’s 2004 enactnent prohibiting certain relatives

of State officials from serving in State governnment positions,

N.J.S.A 52:14-7.1, was a step in the right direction. Currently,

however, there are no enforcenment nmechani sns or penalty provisions

in the statute to ensure conpliance. Therefore, we recomrend the

fol | owi ng:

Make N. J.S. A 52:14-7.1 part of the Conflicts Law, giving
the State Ethics Conm ssion the authority to inpose a
broad range of penalties for violations.

Prohibit State officers and enpl oyees from parti cipating
in decisions to hire, retain, pronote, or determ ne the
salary of any nenber of their immediate famly, and any
cohabitant or person with whom the officer or enployee
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has a dating rel ationship.

. Prohibit every State officer and enployee from
supervi sing or exercising authority over imediate famly
nmenbers, cohabitants, or persons with whomthe officer or
enpl oyee has a dating rel ationship.

Those reconmended strictures are delineated in our proposed

Uni form Et hi cs Code (Exhibit A).

8. | MPOSE THE ETHI CS LAWS ON ADM NI STRATI ON TRANSI TI ON
TEAMS.

The ethical responsibilities and obligations of a newy-
el ected State adm nistration begin not on a governor’s inaugural
day, but on the very first day that a transition teamis forned.
Pol i ci es and operational and personnel decisions are forged during
a transition. Consequently, the public trust is involved.
Currently, transition teans are not subject to the ethics |aws

applicable to other Executive Branch enpl oyees. To increase public

confidence, we recomend that all full-tinme, paid transition team

menbers:
. Be subject to the constraints of the ethics |aws
i mredi at el y upon appoi ntnent, and that their salaries and
sources of income be fully disclosed.
. Be notified of the ethics and conflicts |aws and receive

ethics training imrediately upon appointnment, and that
they be required to certify, in witing, that they are in
conpliance with those strictures, including all financial

di scl osure requirenents.
W also recommend that the Gubernatorial Transition Act,
N.J.S.A 52:15A-1 to -5, be anended to subject full-tine, paid

transition team nenbers to the Conflicts Law
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9. ENSURE TRANSPARENCY AND PROMOTE | NTEGRITY IN THE
CONTRACTI NG PROCESS.

Wth certain amendnents to expand its scope, we recommend that
the Karcher-Scutari Bill, S. 2194, 211th Leg. 8 2 (N. J. 2004), be
enacted to inplenent the State Conmm ssion of Investigation's (SC)
June 2004 recomendation that, once a matter has entered the
procurenent process, any contact related to the procurenent between
State enpl oyees and representatives of active or prospective State
vendors be nenorialized in witing, so that a public record can be
mai ntai ned to ensure the transparency of such contacts. |In order
to close the circle of inproper influences in the bidding process,
we recommend that all intra-governnment contacts wth State

procurenent officers also be nenorialized in witing.

10. ADOPT A ZERO TOLERANCE POLI CY ON d FTS.

Last year, the Legislature passed a |law allow ng Executive
Branch officials to receive up to $250 total value in gifts,
annual ly, from governnental affairs agents, thereby conflicting
with current ECES guidelines. To elimnate confusion and to render

even nore rigorous the gift ban, we reconmend:

. A new, sinple, flat ban, prohibiting all Executive Branch
enpl oyees from accepting any and all gifts or other
t hi ngs of value fromany source other than the State for
any matter related to their official duties. That zero-
tolerance policy will establish a clear, bright-line
standard that is easy to apply and helps to avoid even
t he appearance of inpropriety.

OVERVI EW OF REPORT
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This Report consists of three chapters and a conprehensive
Appendi x. Chapter One provides an overvi ew of our nethodol ogy, a
history of ethics reform in New Jersey, and a conprehensive
di scussion of existing Executive Branch ethics prograns and
strictures. Chapter Two contains a detailed analysis of the
results of our Ethics Audit. Chapter Three provides a detailed
consideration of each of our recomendations, together wth
nati onal conpari sons.

Qur appendi ces include: (1) our proposed Uniform Ethics Code;
(2) our recomrended Pl ain Language Ethics Guide; (3) our proposed
Busi ness Ethics Quide; (4) our Ethics Audit survey; (5) ethics
training prototypes; and (6) various conpilations of State and

national data relevant to the task of ethics reform
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CHAPTER | :
M SSI ON STATEMENT

1. M ssi on and Met hodol ogy.

On Novenber 17, 2004, Governor Codey signed Executive Oder 3,
appoi nting Special Counsel for Ethics Review and Conpliance to
“reassess the effectiveness of the ethical standards and training
that gui de the conduct of State officers and enpl oyees within the
Executive Branch of governnment and the independent State
authorities.” (Exhibit D). Toward that end, the Governor ordered
that we: (1) conduct and report the results of a conprehensive
Et hics Conpliance Audit to identify potential areas for inprovenent
in the State’s current ethics |laws, regul ations, codes, training
prograns, conpliance nonitoring, and enforcenent; (2) present (a) a
conprehensive Ethics Report recommending inprovenents to the
current laws, and (b) a Conpliance Plan mandating neasures that
nmust be adopted to inprove and strengthen conpliance with those
| aws; (3) develop and inplement, in conjunction with the Executive
Conmi ssi on on Ethical Standards (ECES), an Ethics Training Program
for Executive Branch and independent authorities personnel; and (4)
revi ew and reconmend any appropriate changes to the requirenents of
Executive Order 10 (MG eevey 2002), and the Code of Conduct for
t he Governor.

In order to neet those nmandates, we have conducted nunerous,
extensive inquiries. W exam ned every New Jersey Executive Branch

departnment and agency, as well as each of the State’s independent
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authorities (collectively, authorities). W also surveyed all of
New Jersey’s relevant ethics |laws and codes, federal and other
states’ analogues, and the ethics codes of a cross-section of
corporate Anmeri ca.

W revi ewed vol um nous materials and research supplied by the
Executive Director and Deputy Director of ECES and by the Ofice of
Counsel to the CGovernor, as well as all legislative and regul atory
sources with ethical dinmensions conpiled by the Ofice of the
Attorney GCeneral. W interviewed current and forner State
officials to hear their views on the strengths and weaknesses of
the ethical standards and processes currently in place in New
Jersey. We net with and solicited the views of the Conm ssioners
of ECES and the Ethics Liaison Oficers.

W interviewed |leading ethicists from across the nation, as
wel | as officials charged wth responsibility for ethics
regul ations and reform W exanmined the statutory and regul atory
materials of other states and the federal governnent and | earned
about their training and conpliance strengths and weaknesses. W
interviewed ethics personnel fromother states and evaluated their
prograns, staffing, and budgetary resources. We reviewed node
ethics laws and codes prepared by various associations and
government al organi zati ons and assessed their applicability to New
Jersey.

W col |l ected and exam ned nodel codes and best practices from

“think-tanks,” major corporations, trade associations, and non-
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profit organizations. W interviewed |eaders and experts in the
private sector with respect to standards, training, and conpliance.
We al so solicited and consi dered feedback fromthe public, as well

as frompublic interest groups dedicated to ethics in governnent.

2. Si gni ficance of Qur M ssion.

More than other citizens, public enployees and officials
assume responsibility for protecting the rights and interests of
all citizens. Public servants act in the name of, and on behal f of
the public, in critical areas, such as health care, education,
environnmental protection, public safety, and defense. It is
i mportant for public enployees and officials to see that work as a
fiduciary trust. As such, public enployees and officials nust
adhere to the highest standards of integrity in performng their
of ficial duties.

A commitnent to integrity and faithfulness to fiduciary
responsibilities need not be a burden for public servants. Rather,
faithful ness to responsibilities can be a source of satisfaction,
pride, and the very notivation for continued public service. Wile
it is inportant for public enployees and officials to recognize
that public service is a responsibility, it is also a noble duty.

More often than not, media coverage of ethics in governnent
focuses on unethical behavior by select individuals and on how to
prosecute or “throw the rascals out.” W have concl uded that
exam ning the wunderlying standards of ethical behavior and

devel opi ng strategi es for preventing abuses are equally inportant.
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Therefore, our recomendations go beyond l|aws, rules, and
regul ations, to consider core val ues.

The words and ideals of our nation’s founders provide gui dance
and inspiration in contenplating those values. For exanple, as the
thirteen states were deciding whether to ratify the Constitution,
Janmes Madi son and Al exander Ham lton attenpted to allay w despread
fears, skepticism and suspicion of the new governnent. In their

Federal i st Papers, they encouraged the colonists to trust that

gover nnent .

Federal i st Paper Nunber 57 has particular relevance to our

review of ethics in governnent because it addresses not just
structural safeguards, but also the requirenent that those who
serve in governnent be people of wsdom and virtue who are
dedi cated to the conmon good, rather than to pure self-interest.
Qur Report does not attenpt to provide new principles, but instead
echoes the ideals that have provided strength to our nation since
its founding. As Mudison observed:

The aimof every political constitution is, or

ought to be, first to obtain for rulers nen

[and wonen] who possess the nbst w sdom to

di scern, and the nobst virtue to pursue, the

common good of the society; and in the next

pl ace, to take the nost effectual precautions

for keeping themvirtuous whilst they continue

to hold their public trust.

How successful have we been in neeting Madi son’s fundanent al

standards of w sdom virtue, and effective precautions? In terns

of ethics in governnent, our State and nation have nmade strides in
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witing laws that set high standards. Unfortunately, those |aws
are sonetines flouted or betrayed.

Sone notorious scandals, such as Watergate and Abscam have
had profound consequences for the nation and for our State. The
1972-1973 Watergate scandal resulted in numerous convictions of
White House officials, and in the resignation of a President. That
scandal created trenendous public interest in governnent ethics,
and hel ped to spawn an array of refornms in canpaign-finance and
ethics rules, regulations, and laws in the federal, state, and
| ocal governnents. Watergate also engendered the nedia’ s
under st andably nore aggressive stance and jaundiced-eye toward
ethics in governnent. At the state level, the FBI's 1978-1980
Abscam sting operation hit New Jersey particularly hard, triggering
the resignations and bribery convictions of one of our United
States Senators and two of our Congressnmen. Throughout the past
t hree decades, those and other instances of public corruption have
conprom sed the public’s trust in governnent.

Hi storically, New Jersey has |aunched significant efforts to
conbat corruption and to raise the public’s trust in governnent.?
For exanple, in 1968, during a period of increasing public
attention to organized crine and political corruption, a Joint
Legislative Conmittee to Study Crinme and the System of Crim nal
Justice recommended the creation of an independent State Comm ssion

of Investigation (SCI) and a Division of Crimnal Justice under the

3 For a nore detailed discussion of anti-corruption efforts in New Jersey, see

21



supervi sion of the Attorney Ceneral.

In 1973, the Legislature created ECES to adm nister and
enforce New Jersey’'s Conflicts Law. That sane year, the
Legislature also created a bipartisan Election Law Enforcenent
Comm ssi on, to admnister the Canpaign Contributions and
Expenditures Act. That comm ssion also adm nisters New Jersey’s
public financing prograns.

In 1974, CGovernor Brendan T. Byrne and the Legislature created
the Departnent of the Public Advocate. Although that departnent
was abolished in 1994, CGovernor Codey has called for its re-
establ i shnent, as part of a conprehensive plan to restore a higher
| evel of integrity and accountability to New Jersey’s Governnent.

In 1977, after the voters approved casino ganbling in Atlantic
City, the Legislature created the Casino Control Commi ssion, to
license and regulate casino gan ng. That comm ssion is an

i ndependent agency “in, but not of,” New Jersey’'s Departnent of
Treasury. The Casino Control Comm ssion’s task of regulating
casino activities is shared wth the Division of Gamng
Enforcenent, in the Departnment of Law and Public Safety.

The creation of those agencies has been extraordinarily
inmportant to New Jersey’s effort to increase the public's trust and
reduce crinme and corruption. Unfortunately, however, crine and

public corruption have not disappeared. In its Septenber 1992

report, Local Governnment Corruption, the SCI inventoried 277

Chapter 111.
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i nstances of corruption and found that, although corruption in New
Jersey was not as open, notorious, and systematic as in the past,

it was nevertheless still a serious and disturbing problem Since
1992, the SCI has issued numerous reports exposing waste, fraud,

and abuses in the public sector, in areas ranging from school

busing, pensions, and conputer <crines, to E-ZPass and the
privatization of New Jersey’s notor vehicle inspection services.

In its notor vehicle inspection investigation, the SCI uncovered a
privatization process that was thoroughly underm ned by
m smanagenent and political rmanipul ation.

We have carefully reviewed all of the above reports and
conclude that today, as in 1968, New Jersey nust nove forward with
deci sive, systematic interventions that di scourage w ongdoi ng and
encourage ethical behavior at all |evels of State governnent. W
therefore recommend a nunber of significant statutory, policy, and
operational refornms for New Jersey’s Executive Branch

W hasten to add that our focus on the State's ethics
infrastructure of | aws, codes, reporting mechani sns, and training
shoul d not divert the State’s attention to the critical inportance
of effective | eadership, auditing, internal controls, and civil and
crimnal investigations. Full trust and confidence in governnent
can only be restored if the State constructs and maintains an
ethics systembuilt on integrity, good managenent, and an abi di ng
commtrment by public enployees to the denocratic ideals of

inpartiality, equality, equity, and service in the public interest.
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Al t hough nost public enpl oyees woul d profess their commtnent
to those principles, their application may nevertheless vary,
dependi ng upon individual enployees’ understanding of those
pri nci pl es. Moreover, ethics decisions often present a seen ng
choi ce between two or nore goods, causing confusion for individuals
who are not adequately informed about our State’'s ethics
requirenents. The need for clarity in such situations nakes
confidential inquiries inperative, so that State enployees nmay
obtain advice whenever they are unsure whether their actual or
contenpl at ed conduct would be consistent with the State’s ethics
| aws and codes.

A principal finding of our reviewis that, even if New Jersey
enacts and inplenents the best |aws and codes of ethics, those
nmeasures will be ineffective if the State fails to ensure that
State officers and enployees are aware of their fiduciary
responsibilities and the ethical dinmensions of their |obs.
Attaining that goal wll require a conprehensive ethics-training
program for all State personnel, w thout exception.

During our review, we often asked, “Wat nust be done to
mai ntain high levels of sensitivity to the inportance of ethical
behavior in public organizations?” W are convinced that the
answer begins with the integrity of |eaders, dedicated to serving
the public interest, and commtted to instilling respect for the
I aw.

W are also convinced that the State needs an inproved,
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conprehensi ve statute governing conflicts of interest [0 one that

i nposes strict penalties for violations. We have drafted that
statute, our proposed Uniform Ethics Code, Exhibit A It provides
cl ear and reasonable restrictions. It goes beyond nere conflicts
of interest, and enphasizes the fiduciary responsibilities of State
of ficers and enpl oyees.

Finally, we are convinced that one of the nbst inportant
issues in ethics reformis the need for an independent State Ethics
Comm ssion with responsibility to oversee the inplenmentation and
enforcenment of the ethics laws and the authority to inpose
stringent penalties for violations of those |laws. The Commi ssion
must continue to provide confidential dissent channels, to allow
enpl oyees and others to bring anonynous conplaints of ethical
vi ol ations, wthout fear of reprisals.

| mpl ementing the system c changes that we recomrend can set
the stage for a new beginning by redefining the partnership of our
government, its enployees, and the public. Trust is the foundation
of good governnent. By rebuilding the public’s trust, we can, in
the words of Governor Codey, “show government as a force for
conpassi on and a beacon of hope.” Restoring a sense of nobility
and accountability of government service is vital to this
enterprise. \Wen public enployees cone to believe that they and
their work are unseen or uninportant, a w ndow of vulnerability
opens. W are convinced that the recommendations in this Report

have the potential to close, or at |east narrow that w ndow, and
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open a door back to the future, so that our nobst sustaining
denocratic ideals can once again flourish.

3. Executive Branch and Current Ethics System

New Jersey’ s Executive Branch is conprised of the Governor and
his staff, sixteen executive departnents, and scores of agencies,
boards, and conmmi ssions. The CGovernor, with the State Senate’s
approval, appoints the heads of each of those authorities. The
authorities enforce the policies set forth by the Governor to
fulfill his duty to faithfully execute the State’s |aws. One of
those authorities, ECES, is specifically charged with inplenenting
the Conflicts Law, N.J.S. A 53:13D-12 to -28.

A Executive Conmm ssion on Ethical Standards.

(1) Creation, Powers, and Jurisdiction.

More than 70,000 Executive Branch enployees are currently
subject to ECES jurisdiction. The Comm ssion was established in
New Jersey’s Departnent of Law and Public Safety in 1972 to
adm ni ster and enforce the Conflicts Law N J.S A 52:13D 21(a),
(h); NJ.AC 19:61-2.1(a). It also adm nisters and enforces
Sections 58 through 60 of New Jersey’s Casino Control Act, N J.S A
5:12-1 to -210, and adm nisters Executive Oders 10 (MG eevey
2002), (Exhibit E), and 189 (Kean 1988), (Exhibit F), w thout
enforcenent powers. N J.A C 19:61-2.1(a). The Comm ssion’s power
wth respect to the Conflicts Law s post-enploynent, casino-
rel ated, and inducenent prohibitions is limted to rendering advice

or making referrals to the Division of Crimnal Justice, because
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viol ations of those sections are disorderly-persons offenses that
inplicate up to six nonths’ inprisonnent, in addition to a $500
fine. NJ.S A 52:13D 17, -17.2h, -26.

Wthin its jurisdiction to initiate, receive, and review
conplaints concerning alleged violations of the above |aws and
rel evant authority codes, N J.S A 52:13D 21(h), the Comm ssion may
carry out investigations and hold hearings, and nmay conpel the
production of papers and the attendance of w tnesses, who may be
exam ned under oat h. N.J.S. A 52:13D21(f). The Conmm ssion may
al so render advisory opinions as to whether a particular set of
facts and circunstances would constitute a violation of the
Conflicts Law or any related code, rule, or regulation. N.J.S A
52:13D-21(g); N.J.AC 19:61-4.1. The Commi ssion may seek the
Attorney GCeneral’s legal advice in rendering such opinions,
N.J.S A 52:13D21(d), it nust file such opinions with the Ofice
of Adm nistrative Law (OAL), N.J.A C. 19:61-5.2(a)l, and it may
make such opinions available to the public. However, those
opinions are only binding as to the particular facts and
circunstances they address. N J.A C 19:61-4. 1.

(2) Investigations and Penalties.

ECES receives allegations of violations from a variety of
sources, either orally or in witing. Conmpl aints can be nade
anonynously, and all conplainants’ identities are held in
confidence, even if they choose to identify thenselves to the

Comm ssi on. Allegations may also be filed with a suspected
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violator’s enploying authority, which nust then file a copy of the
conplaint with the Conm ssion. N.J.A C 19:61-3.4. The
Comm ssion, inits discretion, may direct the authority to transfer
the matter to ECES. Ibid. If the matter is retained by the
enpl oying authority, the authority nmust file with the Comm ssion
any determnation made after a hearing conducted pursuant to
N.J.AC 19:61-3.1. NJ.AC 19:61-2.1(b). The Conmi ssion may

then affirm reverse, or nodify that determ nation. | bi d. An

authority’s determnation to discipline or renobve a State enpl oyee
from office takes effect only when approved by the Conm ssion
N.J.A C 19:61-3.6.

When the Commission receives an allegation, its staff first
determnes whether the alleged <conduct falls wthin the
Comm ssion’s jurisdiction. N.J.AC 19:61-3.1(a). If the
Comm ssion is wthout jurisdiction, it notifies the conplainant
and, if possible, forwards the natter to the proper agency for
further action. NJ. AC 19:61-2.3, -3.1(a)(2). If the Comm ssion
has jurisdiction, its staff conducts a prelimnary investigation,
which may include docunent review and interviews of the
conpl ainant, the alleged violator, and any other individual who nmay
possess know edge of the circunstances surrounding the alleged
conduct. N J.A C 19:61-3.1(b).

The Conmm ssion may conpel the production of wtnesses and
docunents, if need be, by issuing subpoenas enforceable through the

Superior Court. NJ.A C 19:61-3.2. The Commission’s interviews
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are conducted under oath and are tape-recorded. An interviewee may
be acconpanied by an attorney or by a union representative, if
desired, and may obtain a copy of his or her recorded interview,
upon request, once the matter has been revi ewed by the Conmm ssion.

Al information gathered during a prelimnary investigation
remains privileged and confidential wuntil the Comm ssion has
reviewed the staff’'s investigation report in closed session.
N.J.A C 19:61-3.1(c). Such sessions are not formal hearings, and
no wtnesses appear. However, the subject of the investigation,
his or her representative, and the relevant authority’'s ELO may
attend the closed session, and may answer questions posed by the

Comm ssion. See N.J.A C 19:61-3.1(d).

I f the Comm ssion determnes that the alleged violation did
not occur, the allegation is dismssed in public session. NJ.AC
19:61-3.1(g). If the Conm ssion determnes that a violation my
have occurred, a conplaint is issued, and a due process hearing is
schedul ed before the Ofice of Admnistrative Law (QAL) or the
Comm ssion. N J.A C 19:61-3.1(h). Due to the Comm ssion’s tine
constraints, such hearings are normally conducted before the OAL.
Unl ess the subject and the Comm ssion enter into a public consent
agreenent before those proceedings are concluded, a decision is
issued within the time period prescribed by the Adm nistrative
Procedure Act. N J.A C 19:61-3.1(i).

| f the subject of the hearing is found to have violated any

provision of the Conflicts Law or an applicable authority' s code of
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ethics, the Comm ssion nust inpose a fine of between $500 and
$10,000, and it nay order the violator’s suspension fromoffice for
up to one year. N J.S. A 52:13D-21(i); NJ.AC 19:61-3.1(j)(1).
I f the Conmission finds that the violator’s conduct constitutes a
“Wllful and continuous disregard” of any applicable ethics
provision, it may order that person’s renoval fromoffice, and it
may further order that person’s debarnent from hol ding any public
office in the State, for a period of up to five years. N J.S A
52:13D-21(i); NJ.AC 19:61-3.1(j)(2). Each of those penalties
may be inposed in addition to any other applicable civil or
crimnal penalties. N.J.S. A 52:13D-21(j). The Comm ssion mnust
file notice of any fine, suspension, or debarment it inposes with
the OAL. N.J.A C. 19:61-5.2(a)2.
(3) Conposition and Budget.

The Conmmi ssion is currently conprised of nine nenbers who are
directly appointed by the CGovernor and serve w thout conpensation.
N.J.S. A 52:13D-21(b)(1), (c). Seven nenbers are Executive Branch
officers or enployees who serve at their appointing governor’s
pl easure, until their successors have been appointed and qualified.
N.J.S.A 52:13D-21(b)(1). The remaining two nenbers of the
Commi ssion are appointed fromthe public at |arge, and only one of
them may be of the sane political party. 1bid. One of the public
menbers serves a two-year term while the other serves a four-year
term 1bid. The governor designates which two nenbers of the

Conmi ssion are to serve as Chair and Vice-Chair. | bi d.
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Under current law, the Comm ssion will be reduced to eight
menbers in January 2006. N.J.S. A 52:13D21(b)(2). The governor
is to appoint four nenbers from the Executive Branch and four
menbers fromthe public, and will continue to designate the Chair
and Vice-Chair of the Commission. |bid. The Executive Branch
menbers will still serve at the governor’s pleasure, but the public

menbers will each serve four-year terns. 1Ibid. No nore than two

of the public nenbers may be of the sane political party. 1bid.

Gover nor Codey has proposed | egislation that would transform
the newl y-naned State Ethics Commi ssion, from a nine-nenber body,
with seven nenbers from the Executive Branch and two menber from
the public, into a seven-nenber body, with three nmenbers fromthe
Executive Branch and four public nmenbers, not nore than two of whom
of the sane political party. The Chair would be selected from
anong the public nenbers, whose four-year terns woul d be staggered,
so that only one public nmenber’s term would expire in any given
year. Under that pending |egislation, the Comm ssion would becone
a whol ly independent body, “in but not of” the Departnent of Law
and Public Safety.

Wthin the confines of its budget, the Conm ssion may incur
expenses and enpl oy the professional, technical, and clerical staff
necessary to perform its duties. N.J.S. A 52:13D 21(e). The
Conmi ssion’s budget for the current fiscal year is $661, 000, which
is primarily allocated to staff sal aries.

The Comm ssion’s current staff is conprised of two managenent -
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| evel enployees and eight staff nenbers. The Executive Director
and Deputy Director are responsible for the day-to-day
adm ni strative and |l egal functions of the Comm ssion. They oversee
i nvestigations and civil prosecutions, provide |egal nenoranda to
t he Comm ssion, provide formal and informal advice in response to
ethics-related inquiries, and provide training to the authorities’
ELCs and sel ect authority personnel. The staff nenbers provide
adm nistrative, legal, investigative, and clerical support.

B. Current Ethics Strictures.

As noted, New Jersey’'s Executive Branch ethics laws are
contained in a nyriad of diverse, and sonetinmes di sparate, sources.
The Conflicts Law and rul es pronmul gated by ECES, N.J.A C 19:61-1.1
to -7.5, set baseline standards applicable to all Executive Branch
enpl oyees. In addition to the Conflicts Law, ECES regul ations, and
Executive Orders 10 and 189, an array of authority and agency-
specific strictures may al so apply.

(1) Executive Orders 10 and 189.
(a) Executive Oder 10.

Executive Order 10 was issued by forner Governor MG eevey on
February 28, 2002. It rescinds Executive Oder 2 (Wiitnman 1994),
and is intended to conbat financial conflicts of interest and the
appearance of such conflicts. Toward that end, the order requires
that certain Executive Branch nenbers file annual financial
di scl osure statenents with ECES, detailing their nuclear famly’s

assets, liabilities, incone, enploynent, and any other offices
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hel d. (Exhibit E 8§ 1.1-3). Those individuals include: t he
Governor and specific menbers of his or her staff; the heads,
assi stant heads and deputy heads and comm ssioners of each
princi pal departnent and division therein; all persons exercising
simlar authority in any independent authority and in any board or
conmmi ssion organi zed in, but not of, a principal departnent; al
menbers of the State Boards of Agriculture, Education, Public
Uilities, and Parole; the presidents of New Jersey public colleges
and universities; all menbers of forty-one naned boards,
comm ssi ons, independent authorities, and public corporations; and
the New Jersey nenbers of twelve naned interstate agencies.
(Exhibit E 8 1.6).

The order requires that each designated individual file a
financial disclosure statement within sixty days of assum ng
of fice, and by each May 15 thereafter. (Exhibit E 8 1.3.c). ECES
nmust review each statenent filed to determ ne whether the order and
ot her applicable | aws have been fol |l owed, and nust maintain copies
of approved statenents on file for public inspection so long as the
public officer or enployee remains in office, and for five years
thereafter. (Exhibit E 8 1.3.a, 4).

Executive Order 10 also prohibits the Governor, Cabinet
menbers, and Cabi net-1evel appointees fromreceiving conpensation
fromany outside source for the performance of official duties, and
from receiving any earned or unearned incone from any outside

source, with a few, specified exceptions. (Exhibit E§1.7-9). To
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i npl enent those mandates, the order prescribes the terns and
conditions of blind trusts and cl osel y-hel d business interests that
may be held by persons subject to the order. (Exhibit E 88 I1-
1),

To ensure that all authority-specific codes of ethics conform
with the order and the Conflicts Law, each authority was required
toreviewits code of ethics for conpliance with those |laws, and to
submt its findings and proposed revisions to ECES within 120 days
of the order. (Exhibit E 8 IV.1). As discussed below, the order
al so mandat es that each authority appoint an individual to serve as
its ELO, that ECES conduct quarterly neetings with those ELGCs, and
that ECES train all new y-appointed officers and enpl oyees covered
by the order and offer annual training sessions to all covered
i ndividuals. (Exhibit E 8§ IV.1-3).

(b) Executive Order 189.

Executive Order 189 was issued by former Governor Kean on July
20, 1988. It supplenents Executive Order 34 (Byrne 1976),
whi ch provides the grounds and procedures for the debarnent,
suspensi on, and disqualification of State vendors who violate State
or Federal laws, or the terns and conditions of their contracts
with the State. (Exhibit F). Executive Oder 189 is intended to
combat State vendors’* conflicts of interest by prescribing

baseline rules and regulations to be adopted by each Executive

4 “*Vendor’' neans any person, firm corporation, or other entity which provides

or offers or proposes to provide goods or services to or performany contract for
any State agency.” (Exhibit F § 1).
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Branch departnent and agency concerni ng the causes, conditions, and
pr ocedur es t hat govern t he debar ment suspensi on, and
di squalification of vendors for pronoting violations of the
Conflicts Law. (Exhibit F 88 2-3). Toward that end, the order
requires that the follow ng prohibitions on vendor activities be
promul gated by each departnent and agency, and be included in each
request for proposal and each contract entered into by any State
department or agency:

a. No vendor shall pay, offer to pay, or
agree to pay, either directly or indirectly,
any fee, conmmssion, conpensation, gift,
gratuity, or other thing of value of any kind
to any State officer or enployee or special
State officer or enployee, as defined by
N.J.S. A 52:13D13b. and e., in the Departnent
of the Treasury or any other agency w th which
such vendor transacts or offers or proposes to
transact business, or to any nenber of the
imrediate famly, as defined by NJ.S A
52: 13D 13i ., of any such officer or enployee,
or any partnership, firm or corporation with
whi ch they are enployed or associated, or in
whi ch such officer or enployee has an interest
within the nmeaning of N.J.S. A 52:13D 13g.

b. The solicitation of any fee, conmnm ssion,
conpensation, gift, gratuity or other thing of
value by any State officer or enployee or
special State officer or enployee from any
State vendor shall be reported in witing
forthwith by the vendor to the Attorney
General and the Executive Commi ssion on
Et hi cal Standards.

C. No vendor nmay, directly or indirectly,
undertake any private business, comrercial or
entrepreneurial relationship with, whether or
not pursuant to enploynent, contract or other
agreenent, express or inplied, or sell any
interest in such vendor to, any State officer
or enployee or special State officer or
enpl oyee having any duties or responsibilities
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in connection with the purchase, acquisition
or sale of any property or services by or to
any State agency or any instrunentality
thereof, or with any person, firm or entity
with which he is enployed or associated or in
whi ch he has an interest within the nmeaning of
N. J. S A 52: 13D 13g. Any rel ationshi ps
subject to this provision shall be reported in
witing forthwith to the Executive Conm ssion
on Ethical Standards, which nay grant a waiver
of this restriction upon application of the
State officer or enployee or special State
officer or enployee upon a finding that the
present or proposed relationship does not
present the potential, actuality or appearance
of a conflict of interest.

d. No vendor shall influence, or attenpt to
i nfl uence or cause to be influenced, any State
of ficer or enployee or special State officer
or enployee in his official capacity in any
manner which mght tend to inpair the
objectivity or independence of judgnent of
said officer or enployee.

e. No vendor shall cause or influence, or
attenpt to cause or influence, any State
of ficer or enployee or special State officer
or enployee to use, or attenpt to use, his
of ficial position to secure unwarranted
privil eges or advantages for the vendor or any
ot her person.

f. The provisions cited above in paragraph
3a. through 3e. shall not be construed to
prohibit a State officer or enployee or
speci al State officer or enployee from
receiving gifts from or contracting wth
vendors under the same terns and conditions as
are offered or nmade available to nenbers of
the general public subject to any guidelines
t he Executive Conmm ssion on Ethical Standards
may pronul gate under paragraph 3c.

[(Exhibit F § 3a-f).]

(2) Conflicts of Interest Law

The Conflicts Law was designed to ensure propriety and
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preserve public confidence in our State governnent by prescribing:
(1) specific standards to guide the conduct of public officials and
enpl oyees; and (2) disciplinary nechanisns to ensure the uniform
mai nt enance of those standards. N.J.S. A 52:13D 12b. The
Conflicts Law governs the conduct of State officers and enpl oyees, ®
special State officers and enployees® (collectively, State
enpl oyees), and elected nenbers of the State Senate and Genera
Assenbl y. N.J.S. A 52:13D-13b, ¢, e. The law also governs the
conduct of other persons with respect to casino-related activities.
N.J.S.A 52:13D17.2. WIIfully inducing or attenpting to induce a
public servant to violate the Conflicts Law or any ethics code
pronul gated thereunder is a disorderly-persons offense, exposing
the violator to up to six nmonths’ inprisonnent, a fine of up to
$500, or both. N.J.S. A 52:13D 26.

In keeping with our mssion, this discussion is limted to
t hose provisions of the Conflicts Law which apply to the Executive
Br anch. It does not address specific applications to the

Legi slative Branch, N. J.S A 52:13D- 18, -22, -22.3, or to casino-

> ““State officer or enployee’ neans any person, other than a special State
officer or enployee (1) holding an office or enploynent in a State agency,
excluding an interstate agency, other than a nmenber of the Legislature or (2)
appoi nted as a New Jersey nenber to an interstate agency.” N J.S. A 52:13D 13b

6 “:gSpecial State officer or enployee’ means (1) any person hol ding an office or
enpl oynent in a State agency, excluding an interstate agency, for which office or
enpl oyment no conpensation is authorized or provided by |aw, or no conpensation
other than a sumin rei mbursenment of expenses, whether payable per diem or per
annum is authorized or provided by law, (2) any person, not a menber of the
Legi slature, holding a part-time elective or appointive office or enployment in a
State agency, excluding an interstate agency, or (3) any person appointed as a
New Jersey menber to an interstate agency the duties of which nenbership are not
full-time.” N.J.S. A 52:13D 13e.
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related activities, N.J.S. A 52:13D 17. 2.
(a) Gfts, Honoraria, and O her Things of Val ue.

The Conflicts Law contains three provisions governing State
enpl oyees’ solicitation or receipt of gifts, honoraria, and other
t hi ngs of val ue.

(i) Section 14.

Section 14 inposes a general ban on the acceptance of any
thing of value that is offered to influence a State enployee’s

performance of his or her public duties:

No State . . . enployee . . . shall accept
from any person,’ whether directly or
indirectly and whether by hinself or through
his spouse or any nenber of his famly or
t hrough any partner or associate, any gift,
favor, service, enpl oynent or offer of
enpl oynent or any other thing of value which
he knows or has reason to believe is offered
to himwth intent to influence himin the
performance  of his public duties and
responsibilities.

[N.J.S. A 52:13D 14.]

However, Section 14 does not apply to “the acceptance of

contributions to the canpaign of an announced candidate for

el ective public office.” 1bid.

(11) Section 24.
Section 14 is also inapplicable to the solicitation or receipt
of conpensation or reinbursenent for the performance of certain

of ficial duties. Section 24 provides:

7 ““Person’ neans any natural person, association or corporation.” N.J.S A
52: 13D 13f.
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a. No State . . . enployee . . . shal
solicit, receive or agree to receive, whether
directly or indirectly, any conpensation,
reward, enploynent, gift, honorarium out-of-
State travel or subsistence expense or other
t hing of value fromany source other than the
State of New Jersey, for any service, advice,
assi stance, appearance, speech or other matter
related to the officer, enployee, or nenber’s
of ficial duties, except as authorized in this
secti on.

b. A State . . . enployee . . . may, iIn
connecti on with any service, advi ce,
assi stance, appearance, speech or other matter
related to the . . . enployee[’s] . . .

official duties, solicit, receive or agree to
receive, whether directly or indirectly, from
sources other than the State, the follow ng:

(1) reasonable fees for published books on
matters within the . . . enployee[’ s]
of ficial duties;

(2) reinbursenment or paynent of actual and
reasonabl e expendi tures for travel or
subsi st ence and al | owabl e ent ert ai nnent
expenses associated wth attending an event in
New Jersey if expenditures for travel or
subsi st ence and entertai nnent expenses are not
paid for by the State of New Jersey;

(3) reinbursenent or paynent of actual and
reasonabl e expendi tures for travel or
subsi stence outside New Jersey, not to exceed
$500. 00 per trip, if expenditures for trave

or subsistence and entertai nnent expenses are
not paid for by the State of New Jersey. The
$500. 00 per trip limtation shall not apply if
t he rei mbursenent or paynent is nade by (a) a
nonprofit organization of which the :
enpl oyee . : : is, at the tinme of
rei nbursenent or paynent, an active nenber as
a result of the paynent of a fee or charge for
menbership to the organi zation by the State .
: ; or (b) a nonprofit organization that
does not contract with the State to provide
goods, materials, equipnent, or services.
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As used in this subsection, “reasonable
expenditures for travel or subsistence” neans
commercial travel rates directly to and from
an event and food and | odgi ng expenses which
are noderate and neither elaborate nor

excessi ve; and “al | owabl e ent ert ai nment
expenses” neans the costs for a guest speaker,
i nci dent al nmusi ¢ and ot her ancillary

entertainment at any neal at an event,
provi ded they are noderate and not el aborate
or excessive, but does not include the costs
of personal recreation, such as being a
spectator at or engaging in a sporting or
athletic activity which may occur as part of
t hat event.

C. This section shall not apply to the
solicitation or acceptance of contributions to
the canpaign of an announced candidate for
el ective public office, except that canpaign
contributions nmay not be accepted if they are
known to be given in lieu of a paynent
prohi bited pursuant to this section.

d. (1) Notwi thstandi ng any other provision of
|l aw, a designated State officer as defined in
paragraph (2) of this subsection shall not
solicit, receive or agree to receive, whether
directly or indirectly, any conpensation,
salary, honorarium fee, or other form of
incone from any source, other than the
conpensation paid or reinbursed to himor her
by the State for the performance of officia
duties, for any service, advice, assistance,
appear ance, speech or other matter, except for
i nvestment incone from stocks, nutual funds,
bonds, bank accounts, notes, a beneficial
interest® in a trust, financial conpensation

8 “‘Interest’ means (1) the ownership or control of more than 10% of the profits
or assets of a firm association, or partnership, or nore than 10% of the stock
in a corporation for profit other than a professional service corporation
organi zed under the ‘ Professional Service Corporation Act,’” P.L. 1969, c. 232 (C
14A:17-1 et seq.); or (2) the ownership or control of more than 1% of the profits
of a firm association, or partnership, or nore than 1% of the stock in any
corporation, which is the holder of, or an applicant for, a casino license or in
any holding or intermediary conmpany with respect thereto, as defined by the
‘Casino Control Act,’” P.L. 1977, c. 110 (C 5:12-1 et seq.).” NJ.S. A 52:13D
13g. The provisions of the Conflicts Law governing the conduct of individuals
are al so “applicable to sharehol ders, associates or professional enployees of a
prof essi onal service corporation regardless of the extent or anopunt of their
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received as a result of prior enploynent or
contractual relationships, and i ncone fromthe
di sposition or rental of real property, or any
other simlar financial instrument and except
for reinmbursenent for travel as authorized in
subsections (2) and (3) of paragraph b. of

this section. To receive such inconme, a
designated State officer shall first seek
review and approval by the Executive

Comm ssion on Ethical Standards to ensure that
the receipt of such income does not violate
the . . . Conflicts . . . Law . . . or any
applicable code of ethics, and does not
underm ne the full and diligent performance of
the designated State officer’s duties.

(2) For the purposes of this subsection,
“designated State officer” shall include: the
Governor, the Adjutant General, the Secretary
of Agriculture, the Attorney General, the
Comm ssi oner of Banking and Insurance, the
Secretary and Chief Executive Oficer of the
Commer ce and Economic Growth Comm ssion, the

Comm ssi oner of Community Affairs, t he
Commi ssi oner of Corrections, the Conm ssioner
of Educat i on, t he Conmi ssi oner of

Envi ronmental Protection, the Comm ssioner of
Heal t h and Seni or Services, the Comm ssioner
of Human Servi ces, the Comm ssioner of Labor,
t he Comm ssioner of Personnel, the President
of the State Board of Public Uilities, the
Secretary of State, the Superintendent of
State Pol i ce, t he Conmi ssi oner of
Transportation, the State Treasurer, the head
of any other departnent in the Executive
Branch, and the follow ng nenbers of the staff
of the Ofice of the Governor: Chi ef of
Staff, Chief of Mnagenent and Operations,
Chief of Policy and Conmunications, Chief

Counsel to the Governor, Di rector of
Comruni cat i ons, Policy Counselor to the
Gover nor, and any deputy or pri nci pal

adm nistrative assistant to any of the
aforenenti oned nenbers of the staff of the
Ofice of the Governor listed in this
subsecti on.

e. A violation of this section shall not

sharehol der interest in such a corporation.” |bid.
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constitute a crine or offense under the | aws
of this State.

[N.J.S.A 52:13D 24.]

(i) Section 24.1
Section 24 is supplenented by Section 24.1, which permts
State enpl oyees to accept up to $250 in things of value, annually,
from | obbyi sts and governnmental affairs agents:

Except as expressly authorized in [Section 24]
: or when the |obbyist or |egislative
agent is a menber of the inmediate fanmily® of
the officer or staff menber of the Executive
Branch . . . , no officer or staff menber of
the Executive Branch . . . rmay accept,
directly or indirectly, any conpensation,
reward, enploynent, gift, honorarium or other
thing of value from weach |obbyist or
governnental affairs agent, as defined in the
“Legislative Activities Disclosure Act of
1971,” P.L. 1971, c. 183 (C 52:13C 18 et
seq.), totaling nore than $250.00 in a
cal endar vyear. The $250.00 |I|imt on
acceptance of conpensation, reward, gift,
honorarium or other thing of value shall also
apply to each nenber of the imrediate famly
of a nmenber of the Legislature, as defined in
section 2 of P.L. 1971, c. 182 (C 52:13D 13)
to be a spouse, child, parent, or sibling of
the nmenber residing in the sane household as
t he menber of the Legislature.

b. The prohibition in subsection a. of this
section on accepting any conpensation, reward,
gi ft, honorariumor other thing of value shall
not apply if received in the course of
enpl oyment, by an enployer other than the
State, of an individual covered in subsection
a. of this section or a nenber of the
imediate famly. The prohibition in
subsection a. of this section on accepting any
conpensation, reward, gift, honorarium or

® ““Menber of the imediate family’ of any person neans the person’s spouse,
child, parent or sibling residing in the sane household.” N J.S A 52:13D 13i.
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other thing of value shall not apply if
acceptance is from a nmenber of the imedi ate
famly when the famly menber received such in
t he course of his or her enploynent.

C. Subsection a. of this section shall not
apply if an officer or staff nenber of the
Executive Branch . . . who accepted any

conpensation, reward, gift, honorarium or
ot her thing of val ue provided by a | obbyist or
governnmental affairs agent nmakes a ful
rei nbursenent, within 90 days of acceptance,
to the | obbyist or governnmental affairs agent
in an ampunt equal to the noney accepted or
the fair market value of that which was
accepted if other than noney. As used in this
subsection, “fair market value” neans the
actual cost of the conpensation, reward, gift,
honorarium or other thing of val ue accept ed.
d. A violation of this section shall not
constitute a crine or offense under the |aws
of this State.

[N.J.S.A 52:13D-24.1.]

Section 24.1, as applied to the Executive Branch, has been
limted by NJ.AC 19:61-6.9 to —6.10, as discussed in Chapter
I11., Section 10.

(b) Representations, Appearances, and Negoti ati ons.

The Conflicts Law contains seven provisions that govern
current and former State enployees’ negotiations wth and
representations and appearances before State agencies.

(i) Section 15 —Real and Personal Property
Transacti ons.

Section 15 regul ates State enpl oyees’ conduct with respect to
the State’s acquisition or sale of property:

No . . . State . . . enployee shall represent,
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appear for, or negotiate on behalf of, or
agree to represent, appear for, or negotiate
on behalf of, whether by hinself or by or
t hrough any partnership, firm or corporation
in which he has an interest or by any partner,
of ficer or enployee of any such partnership,
firmor corporation any person or party other
than the State in any negotiations for the
acquisition or sale by the State or a State
agency!® of any interest in real or tangible or
i ntangi ble personal property, or in any
proceedings relative to such acquisition or
sale before a condemation conmm ssion or
court; provided, however, nothing contained in
this section shall be deened to prohibit any
per son from representing hi nsel f in
negoti ations or proceedi ngs concerning his own
interest in real property.

[N.J.S. A 52:13D 15.]

(ii) Section 16 —Pendi ng Proceedi ngs.
Section 16 regul ates State enpl oyees’ conduct with respect to
proceedi ngs pendi ng before the State:

a. No special State officer or enpl oyee, nor
any partnership, firmor corporation in which
he has an interest, nor any partner, officer
or enployee of any such partnership, firm or
corporation, shall represent, appear for, or
negoti ate on behalf of, or agree to represent,
appear for or negotiate on behalf of, any
person or party other than the State in
connection wth any cause, pr oceedi ng,
application or other matter!' pending before

10 «“state agency’ neans any of the principal departments in the Executive Branch
of the State Governnent, and any division, board, bureau, office, conm ssion or
other instrunentality within or created by such departnent, the Legislature of
the State and any office, board, bureau or comm ssion within or created by the
Legi sl ative Branch, and, to the extent consistent with [aw, any interstate agency
to which New Jersey is a party and any independent State authority, conm ssion,
instrumentality or agency. A county or nunicipality shall not be deemed an
agency or instrunentality of the State.” N J.S. A 52:13D 13a.

11« Cause, proceeding, application or other matter’ means a specific cause,
proceeding or natter and does not mean or include determ nations of general
applicability or the preparation or review of legislation which is no |onger
pendi ng before the Legislature or the Governor.” N.J.S A 52:13D 13h.
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the particular office, bureau, board, council,
commi ssion, authority, agency, fund or system
in which such special State officer or
enpl oyee hol ds office or enploynent.

b. No State . . . enployee . . . , nor any
partnership, firmor corporation in which he
has an interest, nor any partner, officer or
enpl oyee of any such partnership, firm or
corporation, shall represent, appear for, or
negoti ate on behalf of, or agree to represent,
appear for, or negotiate on behalf of, any
person or party other than the State in
connection wth any cause, pr oceedi ng,
application or other matter pendi ng before any
State agency. Nothing contained herein shal
be deenmed to prohibit any such partnership,
firmor corporation fromappearing on its own
behal f.

c. Nothing contained in this section shall be
deened to prohibit any . . . State

enpl oyee from representing, appearing for or
negotiating on behalf of, or agreeing to
represent, appear for, or negotiate on behalf
of, any person or party other than the State
in connection with any proceedi ng:

(1) Pending before any court of record of this
State,

(2) In regard to a claim for conpensation
arising under chapter 15 of Title 34 of the
Revi sed Statutes (Wrkers’ Conpensation),

(3) In connection with the determ nation or
review of transfer inheritance or estate
t axes,

(4) I'n connection with the filing of corporate
or other docunents in the office of the
Secretary of State,

(5) Before the Division on Gvil R ghts or any
successor thereof,

(6) Before the New Jersey State Board of
Medi ati on or any successor thereof,

(7) Before the New Jersey Public Enploynent
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Rel ati ons Conm ssion or any successor thereof,

(8) Before the Unsatisfied O aimand Judgnent
Fund Board or any successor thereof solely for
the purpose of filing a notice of intention
pursuant to P.L. 1952, c. 174, 8 5 (C. 39:6-
65), or

(9) Before any State agency on behalf of a
county, municipality or school district, or
any authority, agency or conm ssion of any
t hereof except where the State is an adverse
party in the proceeding and provided he is not
hol di ng any office or enploynent in the State
agency in which any such proceeding is
pendi ng.

[N.J.S. A 52:13D 16.]

(rit) Section 17 —Post - Enpl oynent Conflicts.
Section 17 regul ates former State enpl oyees’ representation in
matters in which they were substantially and directly invol ved

during their State service:

No State . . . enployee, subsequent to the
term nation of his office or enploynent in any
State agency, shall represent, appear for,

negoti ate on behalf of, or provide information
not generally available to menbers of the
public or services to, or agree to represent,
appear for, negotiate on behalf of, or provide
information not generally available to nenbers
of the public or services to, whether by
hi msel f or through any partnership, firm or
corporation in which he has an interest or
through any partner, officer or enployee
t hereof, any person or party other than the

State in connecti on Wi th any cause,
proceedi ng, application or other matter wth
respect to which such State . . . enployee

shall have made any investigation, rendered
any ruling, given any opinion, or been
ot herwi se substantially and directly invol ved
at any time during the course of his office or
enpl oynent. Any person who willfully violates
the provisions of this section is a disorderly
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person, and shall be subject to a fine not to
exceed $500.00 or inprisonnent not to exceed
si x nmont hs, or both.

[N.J.S.A 52:13D 17.]

(1v) Section 19 —Goods and Services Contracts.
Section 19 reqgulates State enployees’ ability to enter into
goods and services contracts with the State:

a. No . . . State officer or enployee shal

knowi ngly hinself, or by his partners or
t hrough any corporation which he controls or
in which he owms or controls nore than 1% of
the stock, or by any other person for his use
or benefit or on his account, undertake or
execute, in whole or in part, any contract,
agreenent, sale or purchase of the value of
$25.00 or nore, nade, entered into, awarded or
granted by any State agency, except as
provided in subsection b. of this section. No
special State officer or enployee having any
duties or responsibilities in connection with
the purchase or acquisition of property or
services by the State agency where he is
enployed or an officer shall know ngly
hinmself, by his partners or through any
corporation which he controls or in which he
owns or controls nore than 1% of the stock, or
by any other person for his use or benefit or
on his account, undertake or execute, in whole
or in part, any contract, agreenment, sale or
pur chase of the value of $25.00 or nore, made,
entered into, awarded or granted by that State
agency, except as provided in subsection b. of
this section. The restriction contained in
this subsection shall apply to the contracts
of interstate agencies to the extent
consistent with law only if the contract,
agreenent, sale or purchase is undertaken or
executed by a New Jersey nenber to that agency
or by his partners or a corporation in which
he owns or controls nore than 1% of the stock

b. The provisions of subsection a. of this

section shall not apply, to (a) purchases,
contracts, agreenents or sales which (1) are
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made or | et after public notice and
conpetitive bidding or which (2), pursuant to
section 5 of chapter 48 of the laws of 1944
(C. 52:34-10) or such other simlar provisions
contained in the public bidding laws or
regul ati ons appl i cabl e to ot her State
agenci es, may be nade, negotiated or awarded
wi thout public advertising for bids, or (b)
any contract of insurance entered into by the
Director of the Division of Purchase and
Property pursuant to section 10 of article 6
of chapter 112 of the laws of 1944 (C. 52:27B-

62), i f such  purchases, contracts or
agreenent s, including change orders and
anendnents thereto, shal | receive prior
approval of . . . the Executive Conmm ssion on

Ethical Standards if a State officer or
enpl oyee or special State officer or enployee
in the Executive Branch has an interest
t her ei n.

[N.J.S. A 52:13D 19.]

(v) Section 19.1 —Intellectual Property
Contracts.

Section 19.1 regul ates State enpl oyees’ ability to enter into
intellectual -property contracts with the State:

Not wi t hstanding the provisions of . . . [the
Conflicts Law], a State . . . enployee or his
partners or any corporation or firm in which
he owns or controls nore than 1% of the stock

assets or profits may enter into a contract or
agreenent wth a State agency where the
contract or agreenent is for the devel opnent
of scientific or technol ogi cal discoveries or
i nnovations in which the State agency has a
property right, if the State agency has a
procedure in its code of ethics for
authorizing these contracts or agreenents
whi ch mnimzes actual conflicts of interest
and the <code of ethics was approved in
accordance with section 12 of P.L. 1971, c.
182 (C. 52:13D-23) and the contract or
agreenent conplies with that code procedure.

[N.J.S.A 52:13D19.1.]
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(vi) Section 19.2 —Rental Agreenents.

Section 19.2 reqgul ates State enpl oyees’ ability to enter into

rental agreenents with State agencies operating facilities to

assi st small busi nesses:

Not wi t hst andi ng the provisions of P.L. 1971
c. 182 (C. 52:13D 12 et seq.), a State .

enpl oyee or his partners or any corporation or
firmin which he owns or controls nore than 1%
of the stock, assets or profits may enter into
a rental agreement with a State agency which
operates a facility which rents space or
provi des services to assist snmall businesses
whi ch enploy 50 people or less, pursuant to
the same terns and conditions as those offered
to menbers of the public generally.

[N.J.S. A 52:13D 19. 2.]

(vii) Section 20 —Qutside Pecuniary Interests.

Section 20 regulates a State enployee’s ability to represent

State agencies in transactions involving the enployee’s pecuniary

i nterest:

No . . . State . . . enployee shall act as
officer or agent for a State agency for the
transaction of any business with hinmself or
with a corporation, conpany, association or
firmin the pecuniary profits of which he has
an interest (except that ownership or control
of 10% or |less of the stock of a corporation
shall not be deened an interest within the
meani ng of this section).

[N.J.S. A 52:13D 20.]

(c) Confidentiality.

Section 25 prohibits State enployees’ disclosure and use of
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i nformati on not generally available to the public:

No State . . . enployee . . . shall willfully
di sclose to any person, whether or not for
pecuni ary gain, any information not generally
avai l able to nmenbers of the public which he
receives or acquires in the course of and by
reason of his official duties. No State .
enployee . . . shall use for the purpose of
pecuni ary gai n, whet her directly or
indirectly, any information not generally
avai l able to nenbers of the public which he
receives or acquires in the course of and by
reason of his official duties.

[N.J.S. A 52:13D 25.]

(3) Authority Codes.
Section 23 of the Conflicts Law requires that each authority
pronmul gate its own code of ethics, and sets forth the m ninum
standards for such codes:

(a) The head!? of each State agency, or the
principal officer in charge of a division,
board, bur eau, commi ssi on or ot her
instrunmentality within a departnent of State
Government designated by the head of such
departnment for the purposes hereinafter set
forth, shall within six nonths from the date
of enactnment, pronulgate a code of ethics to

govern and guide the conduct of . . . the
State . . . enployees in the agency to which
said code is applicable. Such code shall

conform to the general standards hereinafter
set forth in this section, but it shall be
formulated with respect to the particular
needs and problens of the agency to which said
code is to apply. Notw thstanding any other
provisions of this section, the New Jersey
menbers to any interstate agency to which New
Jersey is a party and the officers and

12 “+Head of a State agency’ neans (1) in the case of the Executive Branch of

government, except with respect to interstate agencies, the departnent head or,
if the agency is not assigned to a department, the Governor.” N J.S. A 52:13D
13d.
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enpl oyees of any State agency which fails to
promul gate a code of ethics shall be deened to
be subject to a code of ethics the provisions
of which shall be paragraphs (1) through (6)
of subsection (e) of this section.

(b) A code of ethics fornmulated pursuant to
this section to govern and guide the conduct
of the State . . . enployees in any State
agency in the Executive Branch, or any portion
of such a code, shall not be effective unless
it has first been approved by the Executive

Conm ssion on Ethical Standards. Wen a
proposed code is subnmtted to the said
commssion it shall be acconpanied by an

opinion of the Attorney General as to its
conpliance with the provisions of this act and
any other applicable provision of |aw
Not hing contained herein shall pr event
officers of State agencies in the Executive
Branch from consulting with the Attorney
General or with the Executive Conmm ssion on
Et hical Standards at any time in connection
with the preparation or revision of such codes
of ethics.

(d) Violations of a code of ethics pronul gated
pursuant to this section shall be cause for
removal , suspensi on, denotion or ot her
di sciplinary action by the State officer or
agency having the power of renoval or
di sci pli ne. Wen a person who is in the
classified civil service is charged with a
violation of such a code of ethics, the
procedure leading to such renoval or
di sci pline shall be governed by any applicable
provisions of the Cvil Service Law and the
Rul es of the Departnent of Cvil Service. No
action for renoval or discipline shall be
taken under this subsection except upon the
referral or with the approval of the Executive
Conmi ssion on Ethical Standards .

(e) A code of ethics for officers and
enpl oyees of a State agency shall conformto
the follow ng general standards:

(1) No State . . . enployee should have any
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interest, financial or otherw se, direct or
indirect, or engage in any business or
transaction or professional activity, which is
in substantial conflict wth the proper
discharge of his duties in the public
i nterest.

(2) No State . . . enployee should engage in
any particul ar business, profession, trade or
occupation which is subject to licensing or
regulation by a specific agency of State
Government wi thout pronptly filing notice of
such activity with the Executive Conm ssion on
Et hical Standards, if he is an officer or
enpl oyee in the Executive Branch

(3) No State . . . enployee should use or
attenpt to use his official position to secure
unwarranted privileges or advantages for
hi msel f or others.

(4) No State . . . enployee should act in his
official capacity in any matter wherein he has
a direct or indirect personal financial

interest that m ght reasonably be expected to
impair his objectivity or independence of
j udgment .

(5 No State . . . enployee should undertake
any enpl oynent or service, whether conpensated
or not, which mght reasonably be expected to
inmpair his objectivity and independence of
judgnent in the exercise of his official
duti es.

(6) No State . . . enployee should accept any
gift, favor, service or other thing of value
under circunstances from w