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Dear Local Officials and Taxpayers,

As taxpayers and elected officials, we have an obligation to ensure that government
spends the tax dollars it receives in the most cost-effective manner. To assist local officials and
interested citizens fulfill this responsibility, I am pleased to offer this guide to performance
reviews of local government. This “how-to” manual is designed to help communities, counties
and schoal boards identify savings and improve efficiency. It contains tips on ways to assess
procedures and implement reasonable efficiencies on the local level. I know this guide can help
municipalities, counties and school boards cut costs and reduce taxes.

The information contained in this manual is based upon the findings of the Local
Government Budget Review Program. I established this unique State program - the first of its
kind in the country - to assist local governments interested in performance and budget reviews.
Teams of professionals skilled in the management of local government are available to
mumc:palltxes school boards and counties that request our help. The local government budget
review program has identified estimated savings of almost $60 million from the first 22
municipalities and school districts reviewed. To date, the average savings as a percent of Jocal
property tax for schools has been 14.5%, and 17% for municipalities.

As a credit to the program, and those committed to cutting costs on the local level, the
requests for reviews have been overwhelming. The State of New Jersey will continue its
commitment to local governing bodies by performing additional local government budget
reviews. But with this guide, performance evaluations of local governments will no longer be
restricted to just the members of the review teams.

This guide provides valuable information so that officials and taxpayers can conduct
reviews locally and begin to achieve savmgs that can help reduce local budgets and control
property taxes.

Our goal is to heIp our citizens keep as much of their hard-earned money in the:r own
pockets. We encourage you to feel free to make use of the strategies, information and
recommendations offered in this manual to assist us in achieving this important goal.

Sincerely yours,

(e Aozl

Christine Todd Whitman
Governor
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INTRODUCTION

In Gowernor Christine Todd Whitman’s initial budget address in 1994 she offered local
governments the State’s assistance in identifying ways to cut reliance on local property taxes.
That promise was the genesis of the Local Government Budget Review (LGBR) Teams.

Local Government Budget Review Teams are led by experienced municipal or school
management professionals and comprise staff from the State of New Jersey’s Departments of
Treasury, Education and Community Affairs. A voluntary service, LGBR Teams must be
officially invited to review communities through resolutions approved by a majority of the
governing bodies. Averaging 4-6 weeks of field work, the teamis gather information by:

o Reviewing financial documents such as the annual budget submitted to the state; annual
audits; annual financial statements; payroll documents; policy manuals, etc.;

interviewing elected officials;

interviewing key staff;

observing operations;

inspecting facilities; and

identifying solutions implemented by other communities.

82 @ & % @

The results of each review are compiled in a report that is presented in public to the elected
officials and the citizens. The report includes identification of best practices; recommendations
that will lead to decreased reliance on property taxes; and suggestions for review of specific state
laws or regulations.

In our first 20 months, we completed 22 reviews including 11 municipalities, 10 schools and 1
municipal utility authority. Nine more reports - four municipal and five school — are in various
stages of development. The list of school and municipal governments requesting LGBR services
has grown to over 215. Faced with the dilemma posed by the strong demand for our services, we
are taking the time now to reflect on the data collected and provide a summary of our philosophy
and observations. This report is intended to be of use to those communities requesting our
services that we have yet to visit by providing a framework for public officials to begin
examination of their operations,
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THE GOAL IS CONTINUQUS IMPROVEMENT

Historically, governments’ solutions to problems have been to simply add more employees or
programs to address a problem or issue. As we look at them today, the structure and operation
of local governments -- municipalities, school systems, utilities -- are the resuit of reactions to
changes in the community layered on the previaus structure. Whether they were socioeconomic
changes, changes in State or Federal programs and regulations or a host of other factors, the
solution was always the same -- add an employee, expand an organization, spend more tax
dollars or all three to solve the problem. Years of unfettered growth was slowed somewhat by
taxpayers’ revolts including Proposition 13 in California, Proposition 2.5 in Massachusetts and
New Jersey’s Cap Law. Booming real estate values and Federal and State aid increases allowed
budgets to continue to grow in spite of these limits. However, the economic changes of the last
several years along with taxpayers’ frustrations have meant that growth in government or, in
many cases, even mainfaining the status quo, has resulted in unacceptable pressure on property
taxes. In today’s political and economic climate, most elected officials and public administrators
have come to accept that increasing property taxes is no longer the solution.

In the past few years, New Jersey has seen varied approaches to the dilemma outlined above. In
many cases, the solution has been a quick, one time fix -- increased borrowing as seen with
Fiscal Year Adjustment Bonds (FYABs), deferred taxes, land sales, or depletion of surpluses.
The task assumed by Local Government Budget Review is to look at each municipality and
school system and identify lasting improvements that can be made in their operations. As
independent management consultants, we have the advantage of observations made outside of the
- day to day crises of getting the snow removed, keeping the school buses running or getting the
garbage picked up. We have learned that by taking the time to do the appropriate analysis, it is
possible to identify potential alternatives or changes that provide effective and efficient methods
of operating, including crisis prevention and management. The goal is continuous improvement,
not quick fixes but ongoing structural improvement in the way issues are identified and resolved.
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THE METHOD IS CONTINUQUS PROCESSING OF INFORMATION

The Local Government Budget Review (LGBR) program’s goal is to assist local governments (o
develop a process which decreases reliance on property taxes while maintaining or improving the
quality and/or productivity of ‘services delivered. Decreased reliance on property taxes must
come in one of three ways, either:

o Decreased operating expenditures; or

e enhanced productivity of the current property tax process; and/or

e expansion of nonproperty tax revenues.

LGBR experience has shown that a critical component of successful improvement is that the
entire community mcludmg all local governmental entities -- schools, counties, municipalities
and authorities — commit to seeking improvement. On average, in the ‘municipalities studied to
date, the municipal share of property taxes has been less than one third of the taxes collected.
Two thirds of the property tax revenues collected have gone to the school system-and the county.
Table 1 provides a summary of Tax Levy information from reviewed communities. In order for
real property tax relief to occur, all governmental units must work cooperatively to control their
spending. For that reason, the Local Government Budget Review process has given priority to
working with those commumtles in Wthh both the municipal and achool officials have
committed to the process -

Sharing Power by Donald Kettl examines the nature of competitive contractmg as a means of
prowdmg government services. Kettl concludes in his'book that “The government must become
a smart buyer, able 1o defme what it wants to buy, to know how to get it, and to be able to
recognize and judge what is bought ” LGBR’S experience with the first 22 governmental entities
has shown that this conclusion holds true niot only for competitive contracting but for all service
delivery. Every expenditure has at its end a service. To assure the greatest productivity from the
tax dollar, the service must be appropriate, it must be delivered in the most efficient and effective
way and it must be evaluated in terms of whether it has met its objective and whether it is still the
correct definition of a servwe gwen changeq in the community.

The analysis is simple, but not necessarily easy. Th'e purpose is to:

e Identify the stakeholders, ‘

e identify the services bemg prov1ded

identify the cost of those services;

define the extent to which the services should be tax supported;

determine whether or not the services should actually be provided by government; and

o * identify possible alternative means of delivering the service -- find ways to promote
competition and reduce duplicated costs and/or efforts.

@
@
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Know Your Stakeholders

In business, the obligation of the board of directors and the CEO is not only to satisfy customers
but also to maxiinize the value of the shares of the corporation, increase the wealth of the
shareholders and in this way convince them to continue to invest in the company. Local
government is similarly complex. The obligation of the Mayor, Business Administrator and
governing body is not only to satisfy service recipients but also to maximize the value to
stakeholders of the tax dollar collected and expended in the community. This, in turn, will help
to stabilize the population and tax base. Maximizing the value of the tax dollar involves
identifying which services hold value fo the stakeholders while assuring that the services are
delivered in an efficient and effective way. Stakeholders that must be satisfied include the
taxpayezs the voters and the residents. Although these groups overlap, they are not exactly the
same and it follows that each group’s definition of maximizing the value is not the same. The
overlap among these groups has a decided impact on what services are provided. Identifying the
mnterest groups knowing the extent of their interests as well as the extent to which their interests
overlap is important to understanding what services exist and perhaps what services should be
the respons_,_lbzhty of the local government.

The difference between these groups is clear in a community such as Atlantic City. While there
is no other municipality in New Jersey like Atlantic City, the issues raised by the need to satisfy
all three groups of stakeholders with their distinct differences, is mirrored throughout New Jersey
municipalities. Atlantic City derives 60% of its property tax revenues from the casinos. While
Casino owners do not vote in Atlantic City, the success and satisfaction of the Casino owners is
mtegral to continued improvement in the tax base. On the other hand, the residents are the
voters. The services that are of value to these’ separate and distinct groups are very different. This
helps to expiam the complexity and volume of services provided by Atlantic City government.
In reality the interests of the stakeholders change over time and services have been layered upon
each other to deal with those interests without an approptiate evaluation of the value of existing

services.

‘An example, in Atlantic City, of a service expanded with layer upon layer and yet not focusing
on the constituents served, is the operation of their Mercantile Licensing Division. “It was not
uncommon to find that a customer (taxpayer, business owner, stakeholder) had to visit several
offices two or more times before flmshmg the process...the cumbersome local ordinances,
d:sorganiz;ed office procedures and erratic field work made ‘it* difficult to identify all
costs...overall the review team found the entire mercantile process to be inefficient, ineffective
and costly to taxpayers.” The operation collected $863,985 in revenues in 1994 and cost an
esumated $864,010 to manage. It did not lessen the community’s reliance on property taxes and
more lmportantly it did not serve to either protect the public or serve the businesses. The
complexity, subjectivity and pettmess of the mercantile process had alienated everyone from the
smallest umbrella vendor who was inspected again and again to the largest casino which
repeatedly received inaccurate bills. In short, close to one million dollars changed hands to no
avail -- except for the employment of some City residents. By refocusing on the stakeholders --
taxpayers and business owners - the service provided through the process can be rationally
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defined to protect the public and to serve the business community. As a resuit the LGBR Team
recommended that:

e The number of types of licenses be reduced,;

o the licensing process be streamlined and limited; and

e revenues be enhanced by competitively bidding the lucrative vending sites.

It is through the accurate definition of the stakeholders and a clear focus on the public service to
be provided that an appropriate level of service can be formulated. |

An equally divergent set of stakeholders had a more positive effect on the cost of schools in
Lakewood where large proportions of the population are elderly or Hassidic, and therefore do not
use the public schools. A significant number of public school students, from low to moderate
income families, do not have the means to attend private schools, The majority of voters have
not supported the use of tax dollars for public schools and yet the schools must serve the
community. The Lakewood Board of Education has worked to address this paradox by cutting
the costs of school services while continuing to provide the services that meet the needs of the
children in the school system. The Board has substantially cut administrative expenses and has
successfully contracted food, transportation, and maintenance services at a great cost savings. At
the same time, they continue to offer and develop services specifically addressing the needs of
the children. For example, there is an extensive pupil support services program and the Board
developed The Lakewood Education Institute to provide an alternative for disaffected Lakewood
students.

The challenge that continues to confront any governing body is fo 1dent1fy the servxces of value to
the stakeholders; to find the most effective and efficient way of providing those services; and to
communicate the decision to provide those services in a way that demonstrates their value.
Fveryone’s interests are best served if the services are of a quality that ulumateiy enhances the
value of the property and the health of the community’s economy.

Define Your Services

Once the stakeholders have been identified and their interests understood, the services being
provided must be explicitly defined. For instance, pohce service can be defined as commumty
relations i.e. helping an elderly homeowner with a plumbing problem or it can be defined as the
prevention and coutrol of crime depending on the demographics, needs and desires of a partlcular
community. In many communities, the service levels are delivered and pr:ud for based on
tradition or the belief that no alternatives exist; not because the community has made a conscions
decision- about the level of service. The definition of" service will determine what . optlons are
available -- from having police semce ‘provided by the State Pohce fo renzonahzed operations
to some shared services, or to opemtmg a separate department .

The Downe Township School Dlsmct prowdes an example of a successfuﬂy creatwe defmltwn
of service in a.community with a year round population of 1,702 and a summer population of
around 3,000. The Township K-8 school district has an enrollment of 274 elementary students,
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208 of whom are residents of Downe. In Downe, the year round residents are the voters and the
majority of the taxpayers, and the people who send their children to the public school. Sensitive
to the impact of taxes on property value, especially in a seasonal community, there is incentive to
provide education locally while finding creative ways to defray the costs. In addition to
providing K-8 education locally, Downe expanded its service definition to include not only the
requisite special education services for its own students, but also service to special education
students from other districts. Downe serves 66 additional students from ten other school districts
in Cape May and Southern Cumberland County and receives tuition payments of $848,325. The
payments cover the direct costs of educating these students and also spread the administrative
and overhead costs over a larger populauon thus lowering the per pupil cost of education in the
school dlstrmt

Defining the Downe Township Board of Education's service or product as the education of K-8
resident students and regional special education students, provides room to achieve significant
per pupil savings. By examining its capacity to provide special education services and workmg
to keep those services at capacity, the review team found that Downe could serve as many as 48
more special education students. By reaching this capacity they could bring their per pupil costs
closer to, or even below, the state average. Table 1 shows the impact on per student costs of the
various options available to Downe, depending upon their definition of service. Implementation
of Scenario 4, the recommendation of the LGBR Team, would bring the per student cost to a
level below the state average. Downe has a good service to market to other districts; is running a
successful program; and enables other school d1str1cts to avoid the high fxxed costs of operating
their own specml education programs.

The Downe Township Board of Education’s special education program demonstrates the value of
Jooking beyond local boundaries. It shows that regionalization can work with one mumc;pallty
provxdmg a service. In this case, it was appropriate for an existing local entity to operate a
specific regwnal service rather than estabhshmg a new entlty such as a countywide school district
for spemai education.

Table 2: Downe Township Special Education Services Alternatives

Downe Township Board of Education
Specml Educauon Services Alternatives

Special | Financial _
: _ Education | Impact Total Per
Scenario Students (Net) Students Student

' : Costs
Current , 951 $248,363 274 $9,830
Retain Preschool and NI/PI 411 -$239915 220 $12.243
With No Special Education B -95 | -$248,363 | 179 $15,047
With More Qutside Students 143 ] $750,000 322 $8,365
State Average Per Pupil Cost . - $8,751
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In Hamilton Township there are three high schools, three intermediate schools and 17
elementary schools. The elementary schools are located within well defined neighborhoods and
there is a public and vocal commitment by the Board of Education to raintaining the
neighborhood school concept. The LGBR report dealt with two issues that are driven by the
- neighborhood school concept: courtesy busing and the cost, both in dollars and educatlonal
services, of operating mumerous small school buildings.

One of the theoretic advantages of neighborhood schools is lower transportation costs. However,
in Hamilton, 48% of the students transported fall within the “courtesy busing” parameters. For
the 1994-95 school vear, this service cost $777,008 or 28% of the transportation expenditare. A
recommendation that two elementary schools be closed and that the District begin to streamline
and modernize its elementary education program would save $451,900 in operating costs in the
first year. To evaluate the two recommendations, the School Board must first define and
prioritize the services it is providing. A change in the commitment to the neighborhood school
concept and to. courtesy transportation would release money for academic improvements to the
elementary schools. Adoption of a long range capital plan that addressed critical facility needs
and. recent population shifts by redefining the neighborhoods served by the elementary schools,
would also enable the dlStI‘ICt to release money to zmprove elementary school education.

In municipalities, the definition of service Is equally 1mp0rtant Jamesburg provides an example
of how a refined and specific definition of service si ignificantly enhances the productivity of the
property tax dollars spent. The Borough of Jamesburg in Middlesex County is Iess than one mile
square and serves a population of 5,300. Given very limited financial resources, the Public
Library has tailored its definition of service to meet the specific needs of its community that can
not be met by other libraries. Most libraries in Middlesex and Union County participate in a
remprocal borrowing network which is connected through an automated system. Residents of
Jamesburg can access the nearby Monroe Public Library for more sophisticated refemnce and
research matenals This. enables Jamesburg to focus its services on the nmghborhood walk-in
library uses by providing an extensive children’s collection, popular fiction and Jarge print
materials. In addition, they provide extensive children’s programming. The result of defining
and focusing the service provided was a doubling of 1ts c;rcu lation (use by stakeholders) from
1990 to 1994

~ Part of the definition of service 13 deciding if it is cm appropnate government role at all. In the
Hamilton Schools report it -was recommended that as a result of the investment in sophisticated
simulators, the behind the wheel aspect of the High School’s Driver’s Education program be
dropped for a cost savmg,s of morc than $161 OOO or $191 per high school student

.Demde How a Service is to be I‘unded
' Thc defauit fundmg source fo; all mumc1pal services is the property tax. The property tax is'a

'generahzed levy on all property owners. Municipal services do -not-necessarily ‘benefit. all
property owners. In many cases they benefit a poruon of the population -- the users. Tt is the

10
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elected officials’ responsibility to make an explicit decision as to what degree the property tax is
going to subsidize a function. This decision should be made based on:

e The degree to which the service adds value to the property;

the ability of the user to pay; '

the extent to which the users and the taxpayers are the same; and

whether the service is of value to the general public.

¢ e 9

Taken together this information provides direction in determining the degree to which fees or
property taxes should support a program. In Willingboro, the Township offers a comprehensive
series of recreation programs for both children and adults. The actual cost -of the Willingboro
recreation program in 1993 was $330, 000 and the revenues derived were $52,767. All taxpayers
subsidized 85% of an optional program used by a portion of the population. The LGBR Team
recommended that an annual review be undertaken to evaluate the actual costs of recreation
services and that fees reflect the nature of the program. An example of a target for fees to
- subsidize the recreation programs of 50% would increase revenues by $140,000 based on those

1993 flgures

L.GBR Teams routinely recommend that all license fees -- for dog licenses to Alcoholic Beverage
Commission (ABC) licenses - be reviewed regularly in terms of the costs of the regulation and
raised periodically to cover those costs. The potential for increased revenues identified ranged
from around $9, 000 in Keansburg to $22, 300 in Passaic City. In Lakewood, more aggressive
c_o_Hec_non of fees for Emergency Medical Services were estimated to potentially increase
revenues for that specific service used by a small segment of the population, by more than

$200,000.

Lakewood ] Commumty School provides a mymad of programs for youth and adults alike.
Although the staff for the commumty school is funded by the Board of Education, their services
are also used for the Township’s summer 1eczeatxon program The total amount of fees received
by the Community School was $57,185 against a total operating cost of $380,790. Again the
public subsidizes 85% of the program. Fees had not been reevaluated since 1985. The team
recommended that fees cover at least 50% of the costs. |

In many cases, the LGBR reviews have identified programs or services which are 100% tax
supported for which a fee or registration cost could be appropriate. As new Programs or services
are developed, the elected 0ff1c:1als must make a decision as to the level of public subsidy that the
program will receive.

Know the True Costs

Critical to evalnating a service, is the identification of all costs. Costs which are typically not
considered in the true cost of a Municipal operation are:

Health benefits, pension and statutory benefits.

¢ Indirect costs of vacation, sick time etc.

e  Administrative costs.

11
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e Overhead costs including utilities, vehicles, insurance, etc.
e Lost revenues.

Identifying the true cost of a service may quickly change the definition of the service to be
provided. Ventnor City is a beach community that takes great pride in the low beach fees it
charges and in the level of service it provides to its residents and summer visitors. Municipal
officials acknowledged that beach fees cover some but not all.of the direct salary and operations
costs of life guards, beach cleaning and maintenance, but they were not aware of the degree to
which the property tax subsidized the beach operation. When the true operating costs were
identified and compiled to include benefit costs and indirect costs, the true operating cost is
almost doubled and the actual annual operating loss was $160,992. By increasing the fees from
very moderate prices and by marketing their product, Ventnor City could significantly decrease
the property tax subsidy of beach operations. ' ' ‘ |

Tn Atlantic City, the City manages and prepares the payroll for off-duty police officers. In 1994
approximately $881,250 was paid to more than 200 police officers through a payroll prepared by
the City on off pay weeks. Three police officers work full time on the management of off-duty
assignments and payroll. One of the questions raised by this practice in the LGBR report is the
extent to which it is appropriate to pay City personnel to process a second separate payroll and to
assign City police officers to schedule and manage the off-duty work. The City does charge a
premium over the hourly rate paid to the police officer but an analysis has not been done to
ensure that the premium covers the cost of managing the assignments and preparing the payroll.
This information. is part of the critical analysis needed to identify the appropriate role of the City
in this process. - B '

In schools, the regulations governing specific services such as transportation can increase the true
costs of a service. Keansburg, a 1.1 square mile Borough, provides courtesy transportation to
public school students. This decision has cost the Board of Education an additional’ $31,000 to
provide equivalent transportation services to its 63 nonpublic school students. |

Typically, the cost of services provided by another department is ignored when the cost of a
service is being calculated. This is the case when a public works department takes care of
baseball fields. . Maintenance of fields is clearly a cost of providing recreation services and thus
should. be considered when identifying the costs of recreation services. B '

Knowing the true costs of a service is a necessary ingredient to evaluating alternative methods of
providing that service -- whether it be through competitive contracting, regionalization- or
through a reorganization of the municipal government or school district.

Identify and Apply Benchmarks
Once you know who you are serving, what you are p;'bviding, how it is béin_é pald for, and what

it costs, you are ready to analyze and conclude whether you are doing well or whether there is a
better way to do it. One of the popular terms for this process today is benchmarking. =~

12
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“Benchmarking is the search for the best practices that lead to superior...services. It is an
extremely powerful process for improving performance. In its simplest form, benchmarking
involves a comparison of performance across organizations to measure individual achievements
and identify methods to improve performance.”’

One of the goals of the LGBR process is to accumulate data that will depict conditions as they
exist in the communities being reviewed. Appendices A and B in this report summarize, in a
general way, the recommendations to date. Appendices C and D provide data to facilitate
comparisons of connmunities and school districts. ' “Seeing how the best do it, or what the best
cost or outcome is, provides government entities with a replacement for the market pressures that
drive improvements in a competitive market.””

Even with a significant difference between communities’ characteristics, an issue may be similar
and thus the solution may be similar. The degree of impact is frequently different for each
community, but identifying and defining a service level for all residents needs to be undertaken
and the solution -- whether it is to decrease the number of garbage pickups per week .or o
discontinue a drivers education program -- can apply to any size community.

Data already exists and is available from National Associations and from State agencies -~

examples include: The Uniform Crime Report; New Jersey Department of Education Report.
Cards; The New Jersey State Library’s Annual Statistical Analysis; and The New Jersey School
Boards Association Cost of Education Index which is available on that Association’s electronic

bulletin board. '

These same associations and agencies can also provide information and/or a framework based on
a national or statewide database. Two police related examples are the accreditation program
established by the Commission on Accreditation for Law Enforcement Agencies, Inc. and the
New Jersey State Law-Enforcement Standards distributed by the State’s Division on Criminal
Justice: '

Identify Overlap and Competition

Once the data has been collected and decisions made about the type and level of service desired,
an agency should identify other entities that provide the service. Questions to ask include: Does
the County provide the service? Does your larger or smaller neighbor provide the service? Is it
something normally offered as a product in the private sector? Does another agency in your town
do it better? The answers to these questions result in a set of alternatives to be evaluated.

! Gay, William G. and Kai Martensen, Benchmarking: A Method for Achieving Superior Performance in Law
Enforcement Services, Public Management Group, May 1994, p. 1.
*Ibid., p.1

13
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Regionalization

With 567 municipalities in New lersey, there are many for whom independently providing a
service is not cost effective. Regionalization through interlocal agreements is one logical
altemative. Regionalized services are beneficial to the host agency as it enables them {o spread
their fixed, administrative costs over a larger base; it is beneficial to receiving agencies because
they may obtain a service at a cost significantly below the cost of providing the service
themselves.

There are two municipal reports in which regionalization alternatives were recommended and the
municipalities actively reviewed, debated and evaluated the alternatives. The success of the
LGBR program lies in the fact that the issues were debated and that participants actively
reviewed a creative alternative. In most cases the central objection to regionalization is the
perceived loss of local contro] and responsiveness.

Willingboro was faced with a cramped library in an overcrowded municipal building and was
committed, and yet struggling, to provide excellent service. The LGBR Team recommended that
Willingboro consider joining the County Library System. The savings to be realized from
joining the library system was $568,442. This was the difference between the municipal tax
revenues supporting their library and the County library tax combined with the fees currently
paid by Willingboro residents to join the County system. The Team also recommended that
Willingboro maintain a separate branch library and that a vacant school building be deeded over
for that purpose. The savings to be realized through this alternative were less but still significant.

In Lakewood, the estimated savings from contracting with Ocean County for Uniform
Construction Code inspections was $213,549. In this case, the issues included the ability of the
County to deliver the service, the comparative quality of the service, and the cost to the applicant
and taxpayer. - o '

Small communities such as Bradley Beach, Jamesburg and Downe already benefit from sending
their high school students to regional or neighboring high schools. In these communities, the
Teams recommended further regionalization of their school services.

In the Atlantic City Board of Education report it was suggested that Bilingual and ESL programs
be regionalized on a county-wide basis establishing regional bilingual classes in the sending
districts as well as in Atlantic City. This: way particular services-could be located closest to the
highest concentration of the target population .and - savmgs could -be achieved through reduced
transportation COsts. : .

Downe Township has already been discussed as a small community that identified a speciéxl_izgd
service, offers it to other small communities and thus spreads its costs over a much larger
pepulation and geographic area.

Shared Servaces
Sharing of services between municipal governments, school dlstmcts and authorities in the same

community is another effective means of increasing productivity. Areas commonly identified for

14
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this practice include: Purchasing; public works functions such as grounds maintenance and snow
removal; and automation among others. '

In many municipalities and school districts, shared administrative functions are recommended as
they are potentially critical to the continued financial viability of sapalate New Jersey school
systems and local governments.

In Downe Township, the recommendation that the school district provide health insurance for the
municipal employees was implemented and saved the municipality more than $10,000. In the
same community, it was recommended that the school business office take on the responsibility
for many municipal business functions including the investment of idle funds. This would allow
for the professional management of both functions and improve responsiveness and
accountability.

In Lakewood, the purchasing process is automated and handled well at the municipal level. If the
school district’s purchasing were managed by the municipality, it would increase the productivity
of the function as well as the purchasing dollar value by increasing the volume purchased. On
the other hand, the Lakewood Board of Education has a safety compliance officer who handles
many of the mandated regulatory functions-such as Right to Know and PEOSHA compliance and
reports to the safety compliance commitiee on a regular basis. The LGBR Team recommended
that the safety compliance officer perform: the same function for the Municipality in order to take
full advantage of the individual’s knowledge and begin to work to control the workers
compenfsatwn costs expeuenced by the mummpahty

Competitive Contracting

Competitive contracting is an alternative 10 be considered as a governmenta} entity looks to
improve the productivity of its tax-dollar. - The popular perception of this process and the actual
process of competitively bidding, contracting and then effectively managing contract services are
quite different. - LGBR supports a competitive contracting process for many services that are
normally provided in the private sector. The primary value of the competitive contracting
process is to identify the market value of the work to be performed. The identity of the employer
is inconsequential as long as the government focuses on the service to be provided, mcludmg

quality and cost.

Competitive contracting in” school districts has been routinely successful in food service;
transportation; building maintenance; and security. Criticisms and/or failures occurred when the
steps of: defining the service, the costs, the revenue potential and alternatives were not taken
properly. Difficulties have also occurred when the contract did not meet the estabhshed goals or
a well developed contract was not enforced.

Lakewood Public Schools’ success with contracting is noteworthy. Their food service has been
operated by a private corporation since the 1970°s. The price and cost per meal are among the
lowest seen by LGBR to date and the private operator has taken the District from steady losses to
an annual profit. The cumulative profit over the last five years is $500,000 which will be used to
renovate the middle school kitchen. The vendor has also enhanced services by providing

15
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kindergarten snacks and breakfasts for students taking achievement tests. Competitively
contracting food service was recommended for several school districts. This practice would net a
potential annual savings in excess of one million dollars in the City of Passaic Public Schools.

In addition to producing significant cost savings, competitive contracting can -result in other
improvements. This was the Team’s conclusion for custodial services in the Hamilton Township
Schools. In Hamilton, there are 118 custodians for 23 schools and several other administrative
facilities totaling 1,498,773 square feet, The facilities range in age from 18 to 89 years. The cost
of custodial operation for the 1994-95 school year was $4,826,059. This translates to a $3.22 per
square foot cost for custodial services. The Review Team found several factors in need of
attention beyond the high cost per square foot for these services, including:

e Lack of evening shift supervision;

e inadequate preventive maintenance,

e dissatisfaction by school siaff; and

e lack of training.

Using the data from existing competitively bid custodial contracts the highest cost per square
foot during this timme period was more than $1.00 less and would have resulted in a cost savings
of more than $1.5 million. At the same time quality improvements such as appropriate
supervision, preventive maintenance and training could be assured through provisions of the
contract.

Jamesburg Schools experienced difficulty with contracting for services because of its small size.
Regionalizing service delivery would enable them to counteract this issue and allow them to
realize the benefits of competitive contracting.

Other mum’cipal -services that would benefit ffom the competitive contracting: process include:
Garbage collection; facilities maintenance; and health: services. Competitively contracting
various public works functionscould have produced savmgs of $340,000 in Kearny; $452,219 in
Lakewood and $749,650 in Passaic. . o

Conclusion

Each of the aspects discussed above come together to provide information to help evaluate and
select service alternatives and identify a.means of improving.the productivity of tax dollars
expended. To-be successful, communities must commit to the routine and regular examination
of the characteristics of its services o ascertain where there has been improvement, where there
can be more improvement or where different approaches need to be adopted. The rest of.this
report offers a discussion of the spemﬁcs of our flndmgs as they relate to resources and
functlons o : ‘ '
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GENERAIL MANAGEMENT

ReﬁatE@nShip_Between Executive, Governing Bedy, and Manager

It is our observation that the local government entities that function the best, are those that have
elected officials who are responsive to the public and operate within a well defined system. In
the 22 studies conducted to date, we have observed eight different forms of municipal
government, along with Type I, Type II, limited purpose and full K-12 school districts. It
appears that the legally established structure is considerably less significant than the systems
developed within the structure. The preferable system is one in which elected officials set and
follow policies that reflect the public’s desires while allowing Managers/Administrators and
Supermtcndents/ﬂoard Secretaries the leeway needed to implement the policies in a constructive
way. Productivity often falters when there is an absence of a strong executive, the ‘elected
‘officials become too involved in day to day decisions, or employees go directly to the elected
~officials for support mstead of followmg the chain of command within the govemmental
structure.,

Lakéwood was commended by the review team for having a long history of stable professional
management. The Team felt that this history was evident in the professional approach to
management; the established system of accountability; and the Township’s demonstrated ability
to adapt to changmg times. The Township Committee recently strengthened the authority of the
_Managei by delegating appointient powers to him. Removing hiring from the political process '
by that additional step will enhance the Manager’s ability to recruit the staff most qualified for

the operation.

The governing body is the last stop for assuring that contracts and other maiters are handled in
compliance with laws and ~regulations. In Passaic, there were severa! ‘instances ~where
prefessmnal service agreements, contracts and other expend:tures had been approved by the City
_ Council without the mandatory certification of funds by the Fmance Officer. “While it is the
Finance Officer’s responsibility to provide the certification, it is incumbent upon elected offxcxals
to assme that the actions they take comply with state laws.

In schools, the 1ssues are very similar. The stability and progress of a school district depends on

the Board’s ability to select and commit to a professional staff and allow them to run the
organization within established policy parameters.

Grganization/Span of Control
Reorgamzauon of service units and personnel cuts through attrition have been recommended in

all of the LGBR reports pubhshed To date, LGBR Teams have recommended $3.3 million in
potential savings through school staff reductions. This amount represents almost 16% of the
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total dollar savings. For example, significant savings could be achieved by reducing the
adminisirative staff of Atlantic City Public Schools. According to the New Iersey Department of
Education Comparative Spending Guide, only two of the 81 K-12 School Districts with
enrollments greater than 3,500 spent more per pupil on administration. To further evaluate
Atlantic City Schools’ administrative expenditures, the team looked at two school districts with
similar characteristics -- Perth Amboy and Plainfield. The greatest discrepancy between
expenditures by the three school districts was in administration where Atlantic City expenditures
were twice that of Plainfield and three times that of Perth Amboy. By comparing Atlantic City’s
organization to that of similar school districts and by developing an organization that had a more
appropriate span of control for each supervisor, the team identified more than 20 administrative
positions to be reviewed and a potential savings of $1.6 million. This would brmg administrative
costs down to an amount similar to the benchmark communities.

Uniformed services is an area where, because of a variety of events including early retirements
and decreases in overall staffing, the ratio of superior officers to line pérsonnel has increased
s;gmﬂcantly In Atlantic City there were two fire fighters for each superior officer. The average
superior officer’s salary was $94,727. The team recommended that a reorganization be
developed and implemented as attrition allowed. The proposed reorganization changed the ratio
of all superior officers to all firefighters to 1:3 and resulted in an average officer’s salary of
$84,618. Total projected cash savings were estimated at $1,726,818 from a total reduction of 11
positions. A significant portion of the savings was realized from shifting the positions to create
an appropriate span of control. B '

The delivery of a service, defined explicitly as to scope and level, should drive the structure of
the organization delivering that service. It follows that the organization should change as
demand changes. Some of the characterlsttcs of local government, including Civil Servxce and
political interests, cause local government orgarizations to be slow to respond to thcse servxce
demand changes.

Lakcwood had an unusual situation in which a newspaper gave away thousands.of small parcels
of land with subscriptions in the 1920’s. The Township addressed the issue of the resulting
abandoned, tax delinquent, postage stamp-sized properties by foreclosmg on them to consolidate
property for the purpose of development. When the process began it was time consuming and
resulted in the establishment of a separate office with clerical staff and a contracted’ foreclosure
attorney. At the time of the review, activity was significantly reduced and thus the Team
recommended closing the foreclosure office and incorporating the clerical aspects of the function
into the Clerk’s office. The Township Attorney could assume respons:bﬂlty for the legal work
related to foreclosures. This action would save Lakewood almost'$40,000 in salary costs alone.

Camden City’s Attorney’s office is an example of a staff organization that appears to be cost
effective. The City Attorney’s Office is responsible for providing legal services for the City of
Camden. The office includes 11 attorneys and nine support personnel. The organization’s
responsibilities include: Delinquent tax collections; foreclosures; tax appeals; bankruptcies;
litigation; workers compensation claims; and personal injury claims. There ‘were 70 third party
personal injury cases filed against Camden in FY 1995 and 70 cases weére dlsposed of during the

I8
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same year. Forty cases were settled and 30 were dismissed. The litigation expenses were
$684,27] averaging $9,775 per case. LGBR compared the expenses borne in 1989 -~ the last
year that a private insurance firm handled personal injury cases -- to the FY 95 expenses. The
premium for full coverage was $2.3 million or $11,711 per case and payments were made on
every case as compared to 57% of the cases handled in-house in FY 95.

Policies and Procedures

Specific policies and procedures that are reviewed and updated on a regular basis are critical to
the smooth operation of any organization; especially a government entity. Policies state what is
expected and what will be delivered; they are integral to defining a service and the responsibility
of an employee. We have found that it is not unusual for the development of written policies to
be left for a rainy day when there is nothing else left to do -- a situation which we will
acknowledge rarely occurs in local government.

LGBR’s v1ew of policies is stated in the Downe Townsth report: “An organization adopts
policies and procedures for the purpose of establishing quality management and control practices.
When it chooses to ignore its own d:rectwes and rewrite procedures at will, it leaves itself open

10 CI‘ItICISI’Il

Policies provide a framework for accountability. Ventnor Schools provide a good example of the
appropriate development, communication and enforcement of a disciplinary policy in a school.
The policy is clearly stated, posted in each classroom and in the hallways and cons1stent]y
referred to by staff, teachers and administrators. The observed result was a school with a high
degree of d1s<:1p11ne and the safe and orderly tovement of chlldren between classes and around
the campus. The policy makes children, teachers and staff accountable for their actions by
exphc1tiy staung what is expected.

In the Atlantic City report, the Team recommended that the administration ensure that the
payment of wages and documentation of compensible time accurately reflect the actual
performance of the staff. This recommendation was based on a discrepancy between time cards
and payroi] sheets for public works employees which, over an eight week period indicated that
$275,380 in wages were paid for hours not worked. Annualized, this amount would be close to
$1.7 mxlhon The expidnation gwen was that a roll call is used to determine attendance for
payroll purposes. The Team recommended a clarification of the policy and enforcement of work
hours with a policy staternent reqmrmg that the time clock be the basis for pay

Policies define the services to be delivered. As the cost of services increase, the policies that
define the services should be reviewed. In Ventnor, a change in the location of the High School
led to increased tlansportanon costs for its students.” To compensate for this increased expense,
the Team recomnmended that the Board of Education reevaluate its policy regarding
transportation of students to only provide transportation where there is a safety issue such as the
" absence of traffic lights or sidewalks.
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The absence of a clear policy can have a negative impact on employee behavior. The City of
Passaic had police officers that treated police vehicles like they were disposable -- crashing them
into each other and driving over curbs in order to get out of a parking space. A policy statement
regardmg an employee’s responsibility for a vehicle, followed by disciplinary action if that
expectation was not met, would -- at minimum -~ improve the appearance and most likely the
longevity of the Passaic police vehicles.

In both Jamesburg Borough and Schools there are no written personnel policies. If matters are
not explicitly covered in the union contract, employees follow generally accepted practices or
simply define their own policy. To quote the Jamesburg Board of Education LGBR chort
“without a clear definition of policies, benefits and procedures, the organization lacks the
structure necessary to manage employee. related issues. Operating this way could leave the Board
open io legal challenges and noncomphance with laws relating to ADA, sexual harassment, State
and Federal family leave acts, etc.”

Having documented policies is only the first step; then effectively communicating and enforcing
them is necessary for a beneficial impact. In Downe Township the personnei policy and
procadure manual required that time sheets be maintained by each department head. In practice,
the Township only required time records from persons working as hourly employees. The Team
recommended the use of uniform time sheets reviewed by appropriate personnel prior to the
initiation of any disbursements.

In. Atlantic City Public Schools, the hlrmg practxces did not follow either written Board of
Education policies or universally accepted practices.. This resulted in the hiring of individuals
who were not qualified, experienced or certified. and whose credcnuals did not match the
requirements stated in the job description.

Once policies and procedures are in place, systems and processes which maintain "accountabi'lity
and assure delivery of the defined services should be established.

Syétems _‘and‘ F‘mcesses'_

CIearIy documented pohcxes and proceciurcs combined with an organizational structure desxgned
to prowde the desired level and quality of service should result in systems or processes that
successfully and cost effectwe]y provide services. i that ‘;tmcture does not exist, the result i 1s a
lack of accountability that, in some cases, can lead to over expenditures and other serious

_ _gcvernmental 1.nfmctions.

Purchasmg is frequently an area whcre the process tdkes on a Tife of its own and results in the
alienation of both the user of a commodlty and the vendor pr0v1d1ng it. If the | process takes too
long, the - emp]oyee does not receive the item when needed and then the vendor doesn’t get paid
for it in a timely manner. When a system is ill-defined, it can !ead toa complete loss of financial
accountability. All aspects of this issue were apparent in Camden City where LGBR and the
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Purchasing Agent worked together to document the purchasing process. Issues identified in the
purchasing process included: ' '

e The process was complicated and paper intensive;

e departments ordered supplies and services at will without regard to procedures;

e there was no requirement for verification of receipt of the goods; and

» the Purchasing Agent was not involved in the control or selection of vendors.

The Tearn’s recommendations covered all aspects of the purchasing process from the
organizational role of the Purchasing Agent, to the need for a high quality automated system, to
the development of a plan and schedule for acquisitions.

Systems and processes can deter progress unnecessarily when they are added on top of, rather
‘than woven into, existing systems. In Keansburg, the net valuation taxable decreased by $11
million, or 3%, from 1991 to 1993. Given this decline, it was in the interest of the Borough to
operate in a way that would encourage redevelopment and protect the tax base. Keansburg had
the opportunity to provide for significant rehabilitation of its housing stock through a “Mt.
Laurel” régional coniribution agreement with Holmdel Township. This rehabilitation program
was added to, rather than incorporated into existing systems and procedures for code enforcement
and the award of contracts. The LGBR Team identified several opportunities to improve the
system and enable the program to meet its goals more quickly and more efficiently. They
included:
@ Eliminating redundant inspections -- both the Program Manager and the Construction Code
enforcement staff inspect the property.
e ' Eliminating redundant ‘Council review of ihie cost estimate. They also had a reqmrement to
 “approve the project when the b1d 1s'to be awarded by contract. : :
o Eliminating or modifying limitations on the number of projects a contractor may take -on.
This limit on number of projects may artificiaily deiay the process and reduce productivity,

If the approprzate systems are not in place and operating in a timely manner; financial losses can
occur Lakewood’s Municipal Welfare Department was not utilizing the State information
system that matches employment income against General Assistance payments in a timely
manner in order to recoup inappropriate payments. LGBR recommended that the Welfare
Department develop a clear workable process to use available data in order to recoup these State
funds.

The repetition or timing of processes can have an impact on costs. An excellent example which
the LGBR Teams have found more frequently than one would expect is the preparation of payroll
‘on a weekiy basis. A blweekly payroll is certainly appropriate and by cutting the repetition of the
process in half it can save anywhere from 25 to' 50% of the time expended on the process by the
staff.

In Jamesburg Public Schools, LGBR saw an example where several policies and practices fit
together to create a system which was exemplary in its protection and support of children with
special education needs. The pieces of the system which are coordinated through excellent
communication and oversight by the Principal are:
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o Resource Teacher/Kindergarten Team Teaching. The Resource room Teacher and the
Kindergarten Teacher team teach for one hour a say -- this accomplishes both early
intervention and early identification of children with lez:uing disabilities. '

e Pupil Assistance Commitiee (PAC): Using a structurc: outcome oriented meeting format,
the committee is successful in identifying and intervening on behalf of children that are
showing signs of difficulty. ‘

e Individual aides are provided to two students who otherwise would be required to be sent out
of district.

A municipal example of a system failed was found in the City of Passaic where the Municipal
Court System was mired in backiogged cases. The system for handling the tickets failed on all
fronts:

o The staff was not meeting the Administrative Office of the Court (AOC) norm of processing
300 tickets per day.

Procedures had not been developed for closing out every type of ticket.

Support.available from the AOC had not been accessed..

The Court’s relatlons,htp with the Police Department needed to be defined and xmproved

The work schedule did not take full advantage of the number of employees to cover the Court
hours that needed to be covered. :

¢ @ @ @

Insyrance

In the first Local Government Budget Review Report, the Team observed that the determination
of insurance requirements and the means to obtain the required coverage have become one of the
biggest opportunities for focal governments to control a major cost in the annual b_udge:t.

For general liability, property and workers’ compensation insurance, property and workers’
.compensatlon insurance, LGBR routinely supports and commends as a best practice,
participation in a Joint Insurance Fund (JIF). The success.of JIFs in New Jersey provides an
excellent examp]e of the value of a regionalized approach.to a service. Most New Jersey
Counties have JIFs. They appear to be well run; prowde mumczpdhtles with a framework for
limiting their own risk; and are less costly because they allow municipalities to spread risk over a
larger population. ' '

Coverage Management

It was not unusual for mummpalmes and school districts alike to include on their. property

IHIVCHLOI)", pl()pﬁi’ty Luey' HILe Iﬁugﬁf Q’wﬁﬁu or v’uuiCle thab WCIT 011 th 1Uhd : nl the Town of

Kearny, the Team recommended. that a comprehenswe review of the total msurance program be

conducted. This recommendation was driven by findings that included:

e Basic insarance documents were not available in town offices;

e -colision and comprehensive automobile coverage may have been excessive for the age and
condition-of vehicles; and - :

e the third party claims admmxstrator had not been selected on-a competltwe basas and was

continuing to provide services without a contract.
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Risk Management

High loss éxperience drives up premium costs whether the insurer is a company or a JIF. The
Borough of Jamesburg is a member of the Middlesex County Joint Insurance Fund. The JIF’s
assessment to the Borough is approximately $64,000 annually. The cost of this premium is
impacted by its workers’ compensation claims, 100% of which are from rescue squad volunteers.
In the Jamesburg report, the Team recommended that Jamesburg Borough take advantage of the
risk management services available through the JIF to address the losses experienced by the
rescue squad. Risk management should include but not be limited to, routinely checking drivers’

abstracts, inspecting facilities and reviewing practices for safety hazards.

MIS, Data, Automation

An effective local government entity requires an automation system that is designed to meet the
agency’s specific needs by providing the evaluative information described in the first section and
supporting the policies, procedures and systems discussed above. For this to exist, it must be
based on a plan that is the product of input from the people who will use it and a plan that is
reviewed and updated on a regular basis. Successful operation of the system depends on having
knowledgeable technical staff available to oversee it and providing training to all individuals that
use if.

Each school district and municipality reviewed has been at a different place in terms of
automation and the use of a Management information system.

Camden City provides an example of a community that has not made progress because of the ad-
hoc manner in which automnation and technology have been implemented. The Team found that
although some individuals have been successful in improving administrative methods within
their own units, the City as a whole loses because the individual actions are not leveraged to
optimize produciivity. The lack of a plan has resulted in incompatible equipment and software,
uneven distribution of equipment, the inability to share information between functions, a lack of
propetly trained staff and inappropriate technical support. There are at least five CPUs, three
LLANs and approximately 138 stand alone personal computers. Nine different staff members
have responsibility for some aspect of automation and technology.

The team recommended that Camden:

e Hstablish a central computer facility with appropriate environmental conditioning and
mechanisms in place for regular backup and disaster recovery.

& Review and consolidate as many maintenance contracts as possible;

» form an Information Technelogy Steering Committee to set priorities and develop strategies,
policies and guidelines. This Committee should be supported by a technical staff that will be
responsible for managing, developing and coordinating the use of technology by the City; and

» establish a budget for all information technology expenditures so that the greatest advantage
may be gained by the volume of purchases made by the City.
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Camden’s situation is fairly typical of the larger organizations we reviewed. At the other end of
the spectrum are small municipalities like the Borough of Jamesburg where the MIS-related
recommendation was that the Finance Officer be provided a single separate personal computer.

Once. a planning process and plan are in place, actually purchasing a system is filled with pitfalls
that many of the reviewed entities have experienced. Competitively bidding the installation of a
system is the best way to get the best price in what is a very competitive market. The speed with
which technology changes means that during the period between the decision and the installation
of a system, the technology has already been improved and the system is on its way to
obsolescence. This fact requires that governments commit to the best technology available at the
time and carefully consider the period over which it will fund the purchase of a computer system.

Staffing of the technology function is another area where school districts and municipalities
should cooperate to ensure the best technical expertise and productivity of that individual. In
Lakewood, the school district had an employee who was experienced and knowledgeable and
could have provided the technical support that was not readily available in the municipality. The
value of the school district and municipality working together was clear.

Improved use of automation systerhs as described above, is routinely recommended by LGBR

Teams as a means of improving productivity and accountability in finance, purchasing, code
enforcement, vehicle maintenance, student data, and a variety of other areas.
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FINANCIAL MANAGEMENT

Local governmental entities are entrusted with the responsibility of collecting and expending tax
dollars collected from local property owners. Successful financial management assures that only
the necessary property taxes are raised; that the expenditure and collection of revenues is such
that it is consistent with the policy established by elected officials; that all revenues are
optimized; and that revenues are handled in an ethical manner that will optimize the potential
return.

Cash Collections

The collection of monies from the public by local governments is governed by strict rules
including the deposit of such monies within 48 hours. To assure the security of the monies
collected there needs to exist a separation of duties as well as a clear and discernible chain of
custody and process for depositing the money within the statutory time frame. It is the
responsabzhty of the local entity to assure that it has estabhshed procedures to protect the revenue
collected.

In At]antzc City, progress has been made in responding to audit comments regarding cash
handling. There is an autorated system that, when used properly, assures an accurate record.
There has also been some progress in reducing the number of places where cash is collected. The
Team recommended that the collection of nontax revenue be consolidated in the Office of the
Cashier and streamlinéd. The automated system currently used in the municipal building should
be prowded for processmg of remote collections at the Mun1c1pal Coutt, police records and the
tow lot. In 1994, the tow lot collected approximately $357, 698 in fees at its site w1th0ut benefit
of the automated system.

Maximizing Revenues

Tax Assessments :
Keeping tax assessment records up to date is Important to stabilizing a govemment s tax base.
Mamtammg a strong economic base is 1mp0rtant to the fiscal well being of a municipality.

Payments in Lieu of Taxes (PEL@T) It 1s-appropriate that PILOT payments be collected where
possible and to the extent possible. Public Housing Authorities are an excellent example of an
entity that is subject to a PILOT payment and yet frequently. does not make the appropriate
payment. In Jamesburg, collecting delinquent PILOT payments would have netted an additional
$8,400 -- approximately one half of a tax point.

Tax Abatements: As part of a comprehensive effort to maintain a stable tax base and encourage
development, Lakewood has a substantial tax abatement program. From 1992 to 1994 the total

25



You Are Viewing an Archived Copy from the New Jersey State Library

unrealized revenue from the abatements rose by 119% from $36,513 to $79,893. The Team
recommended that the abatement program be reviewed periodically to ensure that the benefits of
the program justify the cost in tax revenues.

In Kearny, the Team recommended that a five year ‘abatemnent on home improvements be
reconsidered because it did not appear to be generating significant improvements and there was
no provision to prevent a tax appeal once the abatement period was complete.

Tax Appeals: Tax appeals can have a significant impact on municipal revenue collection. It is
important that municipalities with ongoing appeals, budget for the estimated cost of the appeals
based on properties currently under appeal and amounts disbursed duting previous years. In
Kearny, the Team recommended that the Council and the Assessor meet in executive session on
a regularly scheduled basis for the purpose of reviewing the assessed valuation of the Town and
the status of major pending appeals that could have a significant impact on the tax rate.

Tax Collection , } o

The average state tax collection rate is 95%. Of the 12 municipalities reviewed for this purpose,
only Willingboro and Bloomfield experienced collection rates greater than 95%. The difference
between the collection rate and the State average produced an average loss of tax revenues in
excess of $700,000 and a median loss approaching $500,000 in the other ten communities. If
each of the ten communities had a collection rate of 95%, the property tax levy could have been
reduced by an estimated $7.2 million. Table 3 which appears on the following page, provides a
summary of the LGBR findings regarding tax collection, reserve for uncollected taxes and their
budget impacts. ' S ' . ! ' i

The impact of low tax collection rates is heightened by the fact that the municipal tax rate must
make. up for noncollection of the County and School taxes. In the Borough of Keansburg, the

reserve fequirement was $1,419,312 in 1994. This translates to $.42 per $100 of property value
more than would be required if everyone paid their taxes. _

Methods of addressing low collection rates are to:

s Identify all delinquent accounts after the first payment date and contact the property owner by
telephone and letter; SR he St ARt

e ensure the maximum penalties and interest rates have been authorized by ordinance -- current
maximums.are 18% on all amounts over $1,500; :

o have the governing body enact an ordinance authorizing an additional 6% penalty on all
accounts delinquent by more than $10,000; attach rents on all eligible properties; and
o - revokelicenses held by individuals or businesses that are not-current.on their tax aceot

R

------

Each of these tools is needed to obtain tim_ely collection of property taxes. ~Governing bodies
should require quarterly status reports. from their tax collectors and work to-address shortfalls as
early as possible. ‘ o
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Delinguent Taxes: One immediate benefit of improving the tax collection rate is decreasing the

work related to delinguent tax collections. At the same time, following through on the process

related to delinquent taxes provides an incentive for compliance to those who are delinquent.

The governing body should clearly define policies regarding tax sales, foreclosures and property

sales. Some of the actions LGBR recommends be included in such a policy are to:

o Require that the tax collector provide a written report at the end of each tax quarter detailing
the status of current and delinquent taxes;

o conduct the annual tax lien sale at the earliest possible date;

e initiate the foreclosure process at the earliest possible date; and

o develop and implement a plan to return foreclosed property to private ownership.

Other Revenues

A key technique for reducing property taxes advocated by the LGBR Teams is using and
optimizing fees and other revenues. In addition to the recommendations made earlier, it is
important that a municipality identify and accurately project other revenues so that they can be
used to reduce property taxes. In Downe Township, such estimates were not included as revenue
in the budget. ' Recognition of recurring items of revenue such as municipal search revenues,
cable franchise fees, PILOT payments, and Municipal Court fees, could have reduced the
property tax levy by 10%. '

In another example, the Atlantic City Library Budget did not include in itslmunicipal budget
estimate, more than $100,000 in readily identifiable revenues from fines and Staté'aid. -

Grants o :

Every municipality is encouraged to identify grants that will defray the cost of operating its
services as long as the grant is managed to cover-all the costs and will not require the
municipality to provide a new and costly service on its own once the grant period is over.

“Knowing the true costs” is especially critical to - successful management of a grant.
Acknowledging that grants _are‘t_lsualliy provided to accomplish a particular social policy, the local
governmental unit must decide the degree to which it -is willing to underwrite costs through
matching funds or costs not covered by the grant program. Atlantic City has several examples of
human services grants in which the true costs were consciously not covered - most notably
administrative and benefit costs. It is the LGBR Team’s recommendation that grant programs be
selected, writtén and managed in a way- that recognizes ai_l_ costs.

Cost identification and recovery becomes even more important when & grant program is serving
multiple local governments. Atlantic City and the New Jersey Department of Health are to be
commended for their five county regional approach to the grant funded HIV Testing and
Counseling program, which delivers services to Atlantic, Cape May, Cumberland, Gloucester
and Salem Counties. The prograrn is recognized as one of the best in the State. The estimated
total cost of the program in 1995 was $385,552, of which the State paid $340,428. State funds
did include compensation for 46.5% of the benefit costs. However, it is inappropriate for
Atlantic City taxpayers to pay for any portion of services to any other local government. If State
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monies cannot fund the entire cost then the other local governments benefztmg from the service
should pay user service fees to address the difference.

Another issue relative to grants management is assuring appropriate. expenditure and
reimbursement of grant funds. Camden City had $3.5 million in grant receivables for capital
improvements made. Camden’s water utility had more than $11 million in grant receivables and
Camden’s sewer authority had $384, 664 in outstanding receivables. The City’s records led
LGRBR to conclude that the appropriate reports and paperwork had not been completed to close
out the project. The age of some of the receivables may mean that they cannot collect all of the
money. While this may be ani extreme example, it nevertheless illustrates the point that diligent
management, review, and close out of all grant funded prograrns is another means of assuring
that local governments do not spend tax dollars unnecessarily.

Cash Management

A municipality can enhance revenues available to reduce reliance on property taxes by investing
their money carefully while appropriately managing their cash flow.

Downe Township Board of Education and Atlantic City each have individuals who actively
manage the cash flow. and investments with positive results. Both entities produced income
higher than that of the primary benchmark LGBR has chosen, the New: Jersey Cash Management .
Fund. Emphasizing the expertise-of these individuals, the Teams recommended that they work,
with their School or:City counterpart to help further increase the return on those local entities’ .
monies as well - -

The Teams found that a conservative estimate of the savings to be realized. through consohddtmg;
accounts; managing the cash flow; and at a minimum, utilizing the New -Jersey Cash
Management Fund in the municipalities and school districts studied was approximately $1.25

million. :

Closely related to the investment of cash is the way in which banking services are se]ected and
utilized.: Fees charged for banking services and the types of banking services available fo local
entities vary greatly. LGBR recommends that banking services be competitively solicited to.
ensure that 1he government is obt.':umng the inghe%t possible return on the local tax dollar with no

risk.

NISA 40A:5-14 requires development of a cash management plan which is adopted by the

govemning body. In most of the communities reviewed, the CFO and the -governing body had not .
developed the required annual cash management plan. LGBR'’s position is that this requirement

needs to be taken seriously by municipalities in order to assure that the government is obtaining

the highest possible return on the public’s funds.

Representative of many of the circumstances found by LGBR, Passaic Public Schools maintained
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34 different bank accounts, 13 of which had average daily balances in excess of $30,000. The

largest three accounts had average daily balances of more than $3,000,000 and there were four

accounts with average balances of between $120,000 and $360,000 that earned no interest. In
light of this.informatior, LGBR made the following recommendations:

e Competitively solicit banking services;

s consolidate school activity funds with subaccount control; restructure the payroll account to a
zero balance subaccount returning the excess balance permanently to the District’s fund
balance; '

e maximize interest income on the summer payroll account through investments in Certificates
of Deposits or other legal investments with more favorable returns;

» analyze the past cash flow and remove excess from the bank account and invest it in an
instrument with a higher yield;

e restructure the food service account which had average daily balances ranging from $454,625
to $1,101,656, to yield more than the 2% returned in FY 93-94; and

e utilize documented electronic transfers to make payments and adjust account balances.

Budget

The way in which a local budget is developed and managed can have significant impacts on the
stability of the tax rate levied: A Budget Manager that matches appropriations to expenditures;
uses one-time revenues for one-time costs; has the budget set-up in a manner that enables all
costs fo be traced back to end products; projects the budgetary impacts of major programming or
financing decisions; and takes into account all revenues and their intended use is certain. to
succeed. We found, through our review of budgets and budget practices, that there were several
minor refinements that could be made that would improve the product1v1ty and the stability of the
property tax doilars : :

Budget Controls _
It was not unusual for Teams to find that line iterns were overexpended or that items were

charged to an inappropriate Jine; thus avoiding a techhical overexpenditure while obscuring the
actual cost of a product or service. In the Atlantic City Public Library, 21 of 34 other expense
(OE) line items were overexpended according to the budget presented to the municipality. . The
1994 OF budget was $496,000; the actual OE expenditures were $838,389. The salary and debt
service lines were overestimated so that the aggregate overexpenditure was $164,142 or 7.2% of
the total amount budgeted. This circumvention of the budget process is not uncommon in
municipal “fibraries hecanse the T-il-\mry Board amends the budget and. approves. transfers
~ throughout the year. LGBR advocates strong, service-oriented libraries that meet. the needs of
the community. Meeting this obligation includes the development of a budget that reflects, to the
greatest degree possible, all anticipated expenditures and revenues. : :

Surplus/Appropriation Reserves
A March 1995 New Jersey Department of Education report stated that 536 of 606 school districts
underestimaied their surplus and 173 school districts had surpluses in excess of the 7.5%
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statutory limit. Team experience in both Keansburg and Lakewood School Districts demonstrate
the impact of significant variances from the budget estimates.

In the Keansburg School District review, LGBR found that between July 1990 and July 1994, the
surplus grew by 139%. At the same time, support of the school budget from state aid and from
property taxes also increased by 85% and 51% respectively. By 1995, Keansburg’s undesignated
surplus amounted to 9.4% of the general fund budget, an amount almost 2% over the statutory
maximum and 6.4% over a generally accepted minimum reserve of 3%. The growth of the
surplus can be attributed to two factors: The surplus was underestimated - in the last year it was
underestimated by almost 50% or $930,476. The second factor was reliance on other revenues so
that the operating expenses were met using operating revenues and using none of the surplus. If
the District had maintained the legal or more conservative minimum reserve requirement and
projected revenues more accurately, the taxes raised would have been decreased by 2% to 6% or
$416,300 to $1,402,272.

This practice has a similar impact on entities with smaller budgets. The Jamesburg Borough
School Disirict estimated its surplus to be $58,892 on June 30, 1994 when in fact it was
$159,143. The $100,000 difference is the equivalent of eight tax points in Jamesburg.

On Decémber 20,1993, the Lakewood School District appropriated $725,000 from the surplus to
offset “predictable, current expenses” which included salaries and benefits after the budget was
submitted 16 the voters. -While this is both a legal and common practice, LGBR commented that
this could be viewed as a planned circumvention of the budget process. We believe these after-
rthé«-votc appropriations undermine the budgetary controls that are needed to assure accountability
on the part of the Schooi sttuci

A, &gmﬁcant mumczpal examp!e of a Iarge reserve was found in the City of Passaic Mumcxpal
Library.: State law requires minimum Municipal Library funding of 1/3 of a.mill. Per capita
State ‘aid ‘increases as municipal support reaches higher proportions. - In Passaic, the statutory
minimum would have been approximately $500,000 in 1994 and yet the City allocated
$1,150,000 to the library. At the same time, the library had ended the 1993 fiscal year with a
$407,317 unrestricted fund balance.  The balance had grown' by $206,701 in calendar year 1993,
By estimating revenues and expenditures more closely and by appropriating reserves, the library
could have reduced property tax support of the library by a significant amount. Combined with
other library-related cost savings measures, LGBR concluded that the City could have saved
$400,000 in property taxes. : :

Actual vs Projected Expenditures

Unanticipated surpluses result not only from an underestimation of revenues but also from an
overestimation of expenditures. One area that needs constant scrutiny is the salary expense. It is
quite ordinary for vacancies to occur and for individuals to take leave without pay. By looking at
salary expenditure history; knowing what caused salary accruals in the past; and estimating the
timing impact of salary increases; it is possible to more accurately project salaries. At the
Atlantic City Municipal Library, it would have been possible to project savings from turnover of
$169,500 in 1994.
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In summary, the municipal budget is a vital tool for planning and controlling expenditures. It is a
system that must be set up to assure accountability and provide information over a period of time
to improve planning and estimation of expenditures and revenues.

Delyt

Debt is a tool to be used for long term investments in capital and infrastructure. The careful
management of debt can be effective in limiting budget operating expenses. Commitment to
debt must be preceded by a thorough analysis of its long term impact on expenditures. .An
example of what happens when debt is used for inappropriate purposes and is not analyzed for its
long term impact is seen in New Jersey’s recent experience with Fiscal Year Adjustment Bonds
(FYABS). '

Fiscal Year Adjustment Bonds (FYAB)

In 1991, legislation was passed authorizing municipalities to issue bonds to cover the opcratmg
costs of a six month period, allowing the municipality to change to-a fiscal year consistent with
the State’s fiscal year. The rationale of proponents of the measure was that the inconsistency
between the State fiscal year and the municipal calendar year forced municipalities to issue short
term Tax Anticipation Notes (TANs) for both as yet uncollected property taxes and anticipated
State aid. ‘At this time, 50 municipalities have borrowed $825,841,262 which will ultimately cost
the taxpayers more than $1.4 billion. Total costs include $600 million in interest and:$15 million
in other costs of issnance. : . 2

This use of borrowed funds to support current operations, not permitted under bond laws in
existence since 1935, allowed the property taxes to be significantly understated in.the transition
years. - At the same time the State allowed municipalities:to borrow for current operations, the
fiscal year change allowed the State to avmd State aid allocations to those communities for the
transition year S -

Just as the infusion of cash allowed mumcxpahtzcs to understate their property taxes durmg the
transition pcrmd the debt service on the ‘bonds now inflates the property taxes in-those
commumnities. The average duration of .the debt issued is 15 years with a- third of .the
‘municipalities issuing debt for 20 years. - Four of the eleven municipalities reviewed by LGBR
Teams, issued FYABs. Table 4 shows the impact this debt will -have on: the reviewed
municipalities.
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Table 4: FYAB Impact Summary

FYAD

Impact Summary
LGBR Communities
FYAD Service
199¢ 1994-95 As % of
Total FYAB 1956 Debt
Municipality Bond Amount | Debt Service Debt Service Service
Keamny $22,260,000 $4,155,263 $1,513,160 30%
Keansburg $3,170,000 5417,213 $300,122 T2%
Camden $35,500,000 $2,180,169 $2.433,510 112%
Passaic $15,000,000 1, $764,933 $1,603,000 209%
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PERSONNEL MANAGEMENT

Personnel comprises 46% of municipal costs and approaches 85% of school costs. A

professional, centralized personnel function reporting to the Superintendent/Manager/

Administrator 1s’integral to an efficient, responsive local government organization. In Atlantic

City, LGBR found a very costly example of what happens when the personnel function is not

operating in a systematic manner with centralized control:

s Many employees were working “out of title” and receiving a stipend. Estimates were as high
as 15% of the staff and at least $200,000 in annual costs. With better control, it was
estimated that the costs could be reduced by $75,000.

e There was no analysis or review of overtime expenditures.

e Payroll reporting procedures varied from departmént to department.

e Health benefit enrollment data was maintained manually making it difficult to venfy the
accuracy of the rosters.

s There was no paper trail to verify that dlsmp!mary actions were consistent and routinely
recorded or implemented.

The LGBR report stated that “the amount of the Busmess Administrator's time being consumed
by personnel functions detracts from his assigned respons1b111ty to 1mplemenl the actions of the
Council and to provide direction and leadership to the entire staff.”

To assure that municipalities hire appropriate and qualified individuals and perform the hiring

function in an atmosphere sheltered from political mﬂuence LGBR recommends that

mummpahtzes

e Comply with civil service regulatlons and follow the procedures

= post and advertise positions; and

e develop and follow specific screening procedures to assure that quahfxed individuals are
hlred

:In the Atianmc City School System, routine circumvention of certlflcatxon rules and failure to
-observe.appropriate screening processes resulted in the employment of 1nd1v1duals who did not
meet the job requirements.

Compensation

Most compensation issues are governed by various labor contracts and it is LGBR’s position that
all contract conditions are subject to review and revision. The entire compensation package
needs to be regularly examined in terms of comparability with other organizations.

Salaries L _
The “Cost Driver” analysis prepared by LGBR found that in the 12 municipalities stadied, the
average annual increase of all salary and wages was 6.64%, almost twice that of the cost of
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living. The report also identified a significant difference in the rate of growth in salaries of
specific municipal employee groups:

e Police 8.07%
e Fire/EMS 7.57%
e Other 5.13%

The New Jersey School Boards® Association March 1996 Negotiations Data Sourcebook
documents a decrease in negotiated Teachers’ salary increases over the past two years, while the
total continues to exceed increases in the cost of living. The average settlement in January of
1993 for 1995-96 was 6.12%; the average settlement in December 1995 for 1995-96 was 4.2%.

It is not uncommon for Public Employees’ contracts to include step increases, percentage
increases and longevity payments all accruing to the same employee. This occurred in the
Camden Schools Teachers and Administrators contracts. The three year contract settled with
5%, 5%, 4% increases - producing 15.7625% over three years in addition to step increases and
midguide longevity payments. Longevity payments were originally added to the end of the pay
step guide to provide some additional compensation once the top of the salary guide had been
reached. Through changes in the salary stép guide, longevity payments were retained midguide
at 10, 12, 15, and 18 years. The elimination of the midguide longevity is recommended.
Percentage increases in the salary guide and continued progression along the stepguide result in
disproportionate increases in salary. For example under the Camdeén City contract, a Teacher
who was at $29,500 in his/her ninth year at the beginning of the contract would be at $35,600 in
his/her 11th year -- a 21% salary increase over a period of two years.

LGBR genera]ly recommends negotlatxons to ehmmate or restructure longevity payments. Our
experience has shown that salary scales and contract percentage increases need to be examined
together and managed in a way that provides sensible increases. If longevity payments are
retained at the end of the salary guide, they should be paid in strmght dollars not as a pementage
and not rolled into base salary.

Negotiating a more conservative compensation program is possible as demonstrated by
Lakewood’s most recent Teachers’ contract which limited total salary increases from all
component to 4.5% in each of three years and included increased health insurance deductibles
and prescription copays. The Lakewood Board of education had removed longewty payments in
a previous contract. ~ ‘

Health Benefits

The cost of medical care continues to rise at significant rates and thus it & Municipalities’

and School Districts’ interests to identify ways of limiting the impact of hose increases on the

annual budget. Some of the policies LGBR réecommends are: : e

¢ Requiring copays or premmm sharmg programs o defray the impact of mcreased premmms

« assuring that benefits’ programs offer less costly PPO or HMO alternatives;

e establishing benchmarks of service such as PPOs or similarly less expensive types of servme
and then requiting higher copays for higher levels of coverage; and

@ COVermg only employees that work’ fu]! time and have no alternate coverage.
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A review of the Hamilton Schools showed that a 20% conversion to the less costly HMO would
generate savings of $279,000.

The Lakewood School District has been recognized for balancing concern for the cost of benefits
with the need to compensate its employees in an equitable manner. Specifically, the School
District:

s Reduced duplication of health insurance coverage by providing family coverage for one
spouse and paying the copay and deductibles when a second spouse works in the District.
‘The net savings to the District was $40,000 in the 1993-94 schoo] year.

e Provided single coverage to teachers until they reach tenure and then become el:glble for
family coverage.

o Rebid major medical coverage -- the terminal liability payout was mduced by $300, 000 the
last time the contract was bid. :

Education Incentives

It is in the best interest of all segments of 1ocai govemment to encourage educational
achievement among its employees. In a fashion similar to Tongevity programs, education
incentives have been piled on top of each other to produce costs that are not commensurate with

thelr theowhc va}ue

The best cxample of this was seen in Atiant;c Cxty There are two different systems -- one for
uhiformed personnsl and one for other employees ‘Based on the humber of credits earned, a
uniformed officer is eligible for an annual pay ‘adjustment of 2 to 10 %. Because it is a percent
and not a dollar amount, the incentive is compounded every time they receive an increase in pay.
The average education incentive for Fire Flghters was more than $3,000 and for Police Officers
was $2,913. Looking at the actual history of one; spec:flc Police Officer with 28 years of service,
he was paid a total of $69,263 in education incentives over the preceding 22 years with payments
increasing from $211in 1974 to $8,765 in 1995. The mequtty between contracts is glaring when
you apply the provisions of Atlantic Czty ] cmhan supervisors contract to the same employee --
the Civilian Supervisor would have received a grand total of $750. “A more predictable and
manageable approach to ‘education incentives for all employees provides a level of tmtzon
reimbursement and a one time stipend for completxon of a degree. :

Sick Leave Payout :
The hablhty an accumulated ‘;jck leave payout represents can be staggermg “In the 1993-94

“school year, Lakewood School District’s liability was $2.5 million. This liability was reduced by
decreas:ng the ‘payout from 50 to 30% of the sick days at a rate that averaged the precedmg three
years’ salary. The Keansburg Board of Education paid its last departmg Supermtendent in‘excess
of $300,000 for unused sick leave. Local contracts and employment provisions not withstanding,
there is nothing in the Federal Fair Labor Standards Act wage and opiition letters stipulating that
an individual is entitled to compensation for unused sick leave. LGBR recommended that the
Keansburg Board of Education incorporate into policies and contracts a policy consistent with
the State practice of paying employees for 50% of their sick days at a rate which is the average of
the last three years’ salaries and which is capped at $15,000. :
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Work Rules

The establishment and enforcement of work rules that are realistic and similar to the private
sector norm saves. the taxpayers’ money and has a significant impact on those taxpayers’
willingness to pay for municipal services. These work rules must be specified through written
policies and enforced through consistent disciplinary action.

Work Hours
In at least four of the 10 municipalities, LGBR found cause to comment on the work schedule

being observed either by the entire work force or individual departments. Some of ihe

recominendations were:

e All mumcxpa} employees should work 35-40 hours per week, a schedule of 30 or 32.5 hours
is surprisingly common.
There should be a consistent and enforced time keeping policy in every functionat division.
Municipal staff should work posted and predictable hours that are convenient to the public.
Sick, vacation and personal time should be maintained by hours, not days.

In Keansburg, Borough Hall employees work a 30 hour week and receive compensation equal to
or better than their counterparts in the geographic area. The difference between their schedule
and a 35 hour work week is 3,120 hours or the equivalent of almost two full time positions. The
shorter work day also means that these empioyees are available to the public an hour less each
day increasing the inconvenience of doing business with the Borough

In both Atlantic City and Camden, the empioyees of some dcpartments routinely worked less
than a full day. The quantifiable cost of this practice was $132,745 in one office in Camden and
a projected $1.7 million annually in the Public Works Departrnent of Atlantic Cxty

Umformed persorme] often work creatzve schedules which are useful in ;mprovmg productwlty
However, when. schedule chaﬁges are made, negotlators frequently overlook the impact on sick,
vacation and personal time. LGBR recommends that new contrdcts ensure that schedule changes
do not result in additional time off.

Sick Leave
Atlantic City Public Schools experience a 3.33% absenteeism rate with teachers averagmg ‘six

days absent pet school year. The.cost of teacher absences is $742, 816 in lost productivity plus

the $265,500. expense of paying substitutes. The institution of a staff attendance zmprovement
.‘hm vVh"'h reduced gvﬁramn sick Teaye b" one dq wgnl(‘f

£Jx (AR ¥} I R i Fule Vil Wy Wadn ada f T VY et
® qual $44,232 in savmgs from reduced substztute saiameb
amountto productivity savings of more than $120 000 and
drop the .absentee rate to 2. 7% :

e

@

The Atlarmc Clty Schools custod;ans average 10 sick days per ye:ar w1th 395. of the absences
falling on Mondays or Fridays. The custodial absenteeism costs the school district $117, 000 per
year in custodial overtime and $105,000 in custodial substitutes.
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In municipalities, sick leave abuse comes in many forms. The cost of sick leave is driven by the
need to hire more people to work or to pay overtime to cover for the absences.

In Passaic, the average DPW employee used 12.34 of the 15 sick days allotted annually. A two
day reduction in this average would equal one additional employee for the Department.

To avoid sick leave abuse and overuse, each municipality should develop a clear statement
regarding appropriate use of sick leave, the definition of abuse and the specific disciplinary
action to be taken in the event of an infraction. The policy then must be consistently and
explicitly enforced.

Vacation Leave

LGBR recommends two policies that address practices that have adverse fiscal impacts on local

governments:

e To control both the productivity and the accrued liability impact of vacation leave,
municipalities are encouraged to enact a policy that limits vacation carryover to one year or
less without express permission from the Business Administrator.

¢ Departments are encouraged to establish a specific written policy governing the maximum
number of people on vacation during a particular shift. Atlantic City Fire Department was
able to eliminate overtime arising from scheduled vacations by implementing an appropriate
policy.

In Keansburg Borough, Police Officers are not limited in the amount of vacation time they can
carry over. If the Police Department observed the same policy as the rest of the Borough, the
Borough would improve productivity by 264 days or $52,110.

Overtime
Public Works, Fire and Police frequently incur large expenses for overtime. The causes of this

overtime include loose management of sick and vacation time, work practices that build in
structured overtime, as well as elaborate schemes designed to enhance the income of individuals
in the Department.

After tightening up the sick and vacation leave policies and establishing a protocol for identifying
and authorizing overtime, the next step is to look at the overtime history and identify trends that
may be changed through modification or reallocation of resources.

Passaic, like most cities, is obligated to respond to sewer line complaints 24 hours a day seven
days per week. The contract provides a minimum of four hours’ overtime to an employee each
time he is called out. Looking at a four month period, there is a “statistically improbable”
number of calls four hours apart; many of the calls showed the same address; and frequently two
employees responded instead of the one employee assigned that work. At least 441 of the 2,206
overtime hours reviewed were questionable. The Team concluded that if 80% of the excess
overtime were eliminated, Passaic would save $32,295.
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CAPITAL RESOURCE MANAGEMENT

Real Hstate

To begin to actively manage real estate and facility resources in a manner that minimizes costs
and maximizes use, a municipality needs to know:
e Prope1 ty owned.

e Use of property.

» Condition of property.

e Cost of maintaining the property.
Inventory of Assets

It was not unusual to find that a mumczpahty did not mamtam a fixed asset accounting system in
accordance with the New Jersey Department of Commumty Affairs (DCA) Division of Local
Government Services’ directive No. 85-2 and when they did, the systems were often out-of-date
or inaccurate. In Camden, it was recommended that a consultarit be hired to develop a list arid
then systems be established to assure that transactions would be recorded systematically.

Memaﬁcatsoo and Disposal of Surplus Property

Once a mumczpallty has identified the property. it owns, it. needs to evaluate the product1v1ty of
its use. Mlmmlzmg the amount of property owned by mummpdhtles and Boards of Education
_produces these savings: _ : :

Reduced operatmg costs. :

e Increased taxable property and thus increased operating revenue,

e Revenue from sales.

® Use-of the property which could enhance property value in the neighborhood

@

LGBR has. recommended the -sale. of mumc;pal and school propeﬁy on numerous oceasmns
Highlights include: : :
e Hamilton Township School District: Close two of the 17 elementary schools and red1strxct to
equalize the size and improve the cost efficiency.of the administrative staff: required in each
-school. The operating cost savings would approach $500,000, Cost avoidance for repair and
compliance renovations to the 80-and 70 year old buildings would be $1.3 million..
e Bradley Beach: Dispose of:the Evergreen Avenue property to produce a one-time revenue of
$80,000 with the added benefit of making the property available for development. :
e Atlantic City ‘Schools: -Sell or lease the old high school which has been left to deteriorate
- since it was vacated. The estimated sale price of this property along with the Central Junior
High and administrative buildings is $10 million.
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Operating Costs _

Once a municipality commits to a facility that it will continue to operate, the challenge is to
reduce operating costs. Before the costs can be reduced, a municipality must have a clear
understanding of the costs involved in operating the building. The cost: include but are not
limited to utilities; maintenance and cleaning; security; and insurance. Insurance costs can be
reduced by maintaining an accurate listing of fixed assets, and by coordinating and competitively
bidding the insurance coverage.

Two areas where significant cost savings have been realized which could be logical areas for
cooperation between the school district and the municipality are competitive contracting for
maintenance of buildings and increasing the energy efficiency of buildings.

Competitive Contracting of Maintenance and Custodial Services: LGBR routinely
recommends an examination of competitive contracting as an alternative means of providing
maintenance because it is a service that is provided in the private sector and can produce
significant savings. Lakewood School District realized a four year cost savings of $3.76 million
by competitively contracting for custodial and building maintenance. In addition, the condition
of the buildings was greatly enhanced by the preventive maintenance and other projects that were
included in thé contract. Few local officials could identify the cost per square foot of
maintaining their facilities. In fact, few could identify the square footage of those facilities.

Energy Efficiency: Local governments in New Jersey spend a total of $330 million per year on
electricity. If all local governments in New Jersey improved their electrical efficiency (as in a

few of the municipalities LGBR teviewed), and saved a modest 10%, the savings to taxpayers
would be $33 million. The maintenance contractor at Lakewood schools performied energy
audits and recommended major lighting and HVAC renovations. The contract for the
renovations guaranteed that the energy cost savings would cover the costs of the ren‘Ovations
over a seven year pay out period. ' - o S

Similarly, in the Hamilton Township School District, the “Green Light” program was projected
to save the district 40% of its energy costs or $400,000, with the cost of converting the lighting
paid ‘out of the savings. Additional benefits included reducing the number of bulb varieties from
80 to six and improving the quality of the lighting.

Any municipality or School District that has not had an energy audit performed is encouraged to
d6-56-and to ‘consider the programs: offered by utilities to improve efficiency. However, a
cautious approach is wise. Currently, uniform standards'do not exist for energy audits. and

srovement plans and are not expected in the near future, New Jersey's Depattment of the

vy
.!.&i.,IPJ.'U ¥ hrhiiv
s

Treasury, General Services Administration (GSA) and the Department of ‘Community: Affairs

(DCA) have been working with vendors who complete electrical enérgy audits and improvement

plans: to- develop uniform contracting standards. - Appendix E -lists .contacts for -further
information. - - o o
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YVehicles

L.GBR Teams have found that services and functions related to vehicles are often fragmented and
duplicative. We have consistently uncovered conditions in which vehicles could be pooled and
their use coordinated in an improved manner. The assignment of a vehicle to an individual
should occur only when that individual is called out to sites. The consistent maintenance of alog
of vehicle use would enable the municipality to evaluate vehicle assignments. At the same time,
when reimbursement for personal use of a car occurs, tracking and periodic review of
reimbursement records would enable the municipality to identify the most appropriate means of
prdviding municipal work-related transportation.

The first step in managing vehicle use is developing an accurate inventory of what is owned,
their use and their location. In Atlantic City, the Team received three lists of vehicles containing
conflicting information. The State Division of Motor Vehicles provided a fourth list based on
titles and reglstrations The final list of 600 vehicles contained 26 of unknown type and
location.

One of the responsibilities for municipal property is to know where it is and to conserve its
condition in order to conserve its value. A centralized motor pool function can do this and can
function in a way that holds the last driver responsible for the condition of the car. In Passaic, a
Review. Team member observed a Police Officer crashing into a parked vehicle and then driving
over a curb in order to get his police vehicle out of its parking space to proceed on routine patrol.
All property purchased by local governments is entrusted to the care of employees.” That carries
with it an ‘obligation to care for it and conserve its value. Having a policy which allows a central
motor pool to track custody and details responsibilities is critical. Failure ‘to follow such policies
must then be followed with appropriate disciplinary action.

The Camden report contained several recommendations that summarize the steps to be taken to
assure responsible management and care of vehicles. - The specific savings identified amounted
to almost $400,000. The recommendations included:

s _'-Employmg a qualified Fleet Manager establish and zmplement standards and pracuces and to

manage centralized purchasing of vehicles.

e -Consolzdatmg all departmental 0pe1at1ons with the exception of fire apparatus mamtenance

. into one location and relocate all parts, supplies and materials to the garage site. _

e Assurmg a high quality, safe maintenance operataon Immediately consohdate all parts rooms
info one central location and 1dent1fy one person responsible for inventory control,
Thousands of dollars are being stted due to the mismanagement and fragmentatlon of the
inventory operation.

o . Consolidating, =reorganizing and aggresswely managing the mechanics to iinprove
productivity. LGBR believed that 90% of the outside vendor costs could be handled by the
existing staff.

. Replacing the 43-55 leased vehicles with vehicles purchased off state contract for a savings

 of as much as $381,000.

é Automating the fleet inventory records.
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e Once all this is accomplished and a cost per vehicle of maintenance can be ascertained,
benchmark costs against the private sector by competitively bidding this work.

The goal of a vehicle maintenance plan is to maintain the availability of safe reliable cars in order
to assure productivity. Operating a vehicle that breaks down so frequently that it costs more to
keep in repair than to carry the cost of a replacement is counterproductive. Fleet management
should include an inv_cntory_ control and replacement j)]an.

Fuel @onsumptxon
Locking fuel tanks with an automated control system is hlghly recommended to assure the use of
municipal fuel for local government purposes only.

Infmstmcmm

The Atlantic Clty report summarizes LGBR’s view of the sxgmfwance of the infrastructure in a
community by stating “One of the measures of the long term viability of a community and one of
the essential elements of the public’s perception of a town is the condition of its
infrastructure.. such as the condition of the roads, the available water supply, the number and
type of facilities and the degmo to which they are maintained.”

Given thlS sentiment, the deveiopment of a caplta] plan that takes into account the condition of
the existing infrastructure and forecasted growth in the use of the infrastructure is recommended
The goal of such a plan would be to assure continuous maintenance and plamaed expendltures for
the provision of high quality service from roads to boardwalks. to sewer and water systems.

The maintenance of infrastructure is critical to maﬂaging mﬁniéipai costs by the taxpayer. In the
course of LGBR reviews there were scveml circumstances where the condmon of the sewer and
water mfrastmcturo were s;gnzﬁcantly increasing costs

In Jamesburg, the sewer service infrastructure was close to eighty yoars old and in need of major
repairs and replacomont Of the total money expended for sewer treatment charges, 34% could
be attributed to infiltration. Repanmg the system would cost $175, OOO and reconstmctmg the
system would cost $585,000. It was recommended that repairs or total reconstmctmn be
undertaken and that Jamcsburg Munaclpal Utﬁity Author;ty (MUA) offlcxals contact the New
J crsey sttewater Treatment Trust re gardmg low mterest loans N

The lc:t,i)x'tﬁleudauﬁﬁ for A lantic -.,ztj was to use the Fz*y anmﬁef to dovr«*lop and manage
capital investments. Given Atlantic City’s numerous sources of capital, it is boheved that with
proper. managoment of grant rclmbursemonts and aggressive. financial ° managoment the City
could accelerate the rate of mumc;pai Improvements without neg‘lt:vely impacting’ tho tax rato

The quality and accuracy of equipment used can also affect the revenue coliected Tn Passaic, the

replacement of 75% of the parking meters significantly increased revenues; it was recommended
that the remaining meters be replaced so that they would tealize an additional $8,000.
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MANAGING FIRE SERVICES

Stakeholders

All residents and properties require and benefit from fire services. Municipal Fire Service alsc
carries with it a level of emotional attachment oni the part of a community. It is both a rallying
point for community spirit and integral to the safety and well being of the community.

The Service

Fire servzces are more difficult to evaluate as they are developed to reduce and then meet a

potentxal need as opposed to meeting a steady and/or predlctable need. Fire service is delivered
in New Jersey municipalities in a variety of ways, with the spectrum. ranning from volunteer, to
part paid to fully paid. Of the 10 municipal reviews considered in this report, five had Fire
Departments that were departments of the municipal government and five had separate Fire
Ii)lstrxcts The five municipa] Departments represent both ends of the spectmm of ‘service

Leveﬂ of Service _
The level of fire service as represented by the number and Iocation of stations and companies

provided by a municipality should be predicated upon past experience; an understanding of both
the type and level of .pot_ent:a_] nsks _that exist; and mlmmxzmg responsc t:me

An. aspect of the servxce Ievcl that drives costs is the response protocols established by the
* Department. Each piece of equipment generally is staffed by an officer and three fire fighters
with the commonly accepted first response to a working fire of threé or four pieces of apparatus
and 12 to 16 fire personnel. Many Departments automatically send three companies but several
Depaﬁ:ments have found ways to limit the initial response. Tn Morristown, a Department with
paid drivers and volunteer flreﬁghters four vehicles respond with a total of seven paid personnel
‘to'a working fire. They can usually contain the fire effectively as the volunteers or muiua] ald

. departments arive.

Types of Services :
The determination of the range of services to be delivered by a paid or patt-paid Fire Department
has changed SIgmfxcantly in recent years. The 1mpetus for this change has been the perception
that fire fighters spend a considerable amount of time waiting for a fire call. - Proactive and
progressive Fire Departments realize the significance of their operational costs and-are’ to be
commended for their efforts to increase productivity. These include training and using line
personnel to serve.as first responders for emergency medical calls; performing required fire
safety and other code inspections; and providing staff for fire prevention education services.
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Ventnor City has trained 39 of its 41 uniformed personnel as Emergency Medical Technicians
(EMTs) and house an ambulance at each fire station. All emergency calls for ambulance service
are responded to by fire fighters trained as EMTs.

In Camden, the Fire Marshall is responsible for all fire prevention functions, including serving as
the Fire Subcode Official and performing fire sub-code building inspections. Camden is in the
process of implementing a program that will use line personnel to conduct these inspections. The
last 26 fire fighters hired have been cross-trained as inspectors. A residual benefit of this practice
will be more consistent review and preplanning of buildings by the fire personnel who will be
responding to a fire. ' ' | '

The Costs

Fire service costs are a significant factor in local government budgets. In Atlantic City, fire
service operations cost 17.5% of its more than $135 million budget. Ventnor’s much smaller
Department costs almost one fifth of that Clty s total budget. The major costs/resources of Fire
Departments dI‘f} personnel, eqmpment and fire statmns

Personnel
Paid professional fire service is labor cost infensive. In Atlantic City, salaries and wages

comprised 97% of the Fire Department’s $23 million budget. Part-paid Departments, as found in
Morristown and Morris Township can be very effective in providing consistent service while
11m1t1ng the labor costs. In this form, paid drivers guarantee delivery of the equxpment to the
scene and volunteers who have been nonﬂed by bceper can meet the drivers at the fxre

Tn recognition of their cost, a]l aspects of the labor agrcements need to be examined carefully for
the actual cost and for ways to limit that cost. Three areas in which costs are not always readily
visible and are, ‘material to the overail cost of operatxons mclude staffmg conﬁguratmnftable of
orgamzatmn, sack leave and overtime

Smfﬁng C@nﬁguraﬁmn/’fable of {}rganmatmn" Once a mummpahty is commltted to pald

professional staff, the first przorzty is to assure. that the level of staffing is appropriate to the

service needs, . Factors to be conmdered when rev1ew1ng the approprzate numbcr of umformed

personnel include:

s Any duty such as dispatching or record keeping that does not require the, trammg of a

uniformed fire fighter should be filled by a civilian. In Passaic, replacing umformed

- .dispatchers with civilians would have produced a savings of $100,000; and.~ _

® Although the’ Departmem must be able to meet the demands of a worst case scenarxo, 1t does
- not have:to staff for it. -- instead thcy nceci appropriate resources o facﬂztate and coordmate a
. amutual aid response in that worse case scenario. . _ - :

,Once a staffmg Ievel has been estabhshed and the services defmed thc next step is to assure a

table of organization that minimizes. admxmstratlve costs and. prowdes a loglcal organization for
support and delivery of services. In Atlantic City, the LGBR Team recommended that the Fire
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Department implement an organizational structure that improved the span of control by
increasing the number of line personnel per superior officer. The suggested revision to the
organization increased the number of fire fighters per superior officer from two to four. It also
increased the total number of line personnel by 10 and reduced overail staffing by 11 for a
savmgs of more than $1.7 million.

Sick Leave: The prevalence of nén-traditional schedules in the fire service has resulied in a

series of trends and abuses that inflate the costs of sick leave. To prevent this, every Department

should have a clear policy regarding sick leave which, at minimum, defines abuse and allows the

supervisor to request a doctor’s note and check on the absent employee. Some of the abuses

found include:

o In Camden, fire personnel earned 18 sick days per year and used an average of 16.2 ciays per
year. The Depdrtment s unusual schedule means that this translates to 202.6 hours per year.
In addition to recommending development of a specific sick leave policy it was
recommended that the contract be amended to award sick time in hours rather than days. In
addition to reducing the total hours taken, it will remove the incentive to call out sick on the
14-hour shifts as opposed to the 10-hour sh1fts

» . Passaic fire fighters work 24- hour shifts and are awarded sick leave in days rather than hours.
'Instead of earning 120 hours of sick leave like the Passaic police, they earn 360 hours of sick
leave. Reducing the sick leave used by cutting it to the same number of hours earned by the
police, would save the Department $156,240.

In Adantic City, the existence and enforcement of a specific sick leave policy has reduced the
average sick leave use to ‘three days. ‘The process includes a regular review of sick leave and
1ssuance of warnings to staff that exceed the average.

Ovex'timie" If there is a smgle controilable and ]argely contmnabie cxpcnse it is overtime pazd to

fire service personnei Centamment can be accomphshed by ,

® Developmg a policy .which limits the number of people out on scheduled leave per shift;
enforcing a specific and cleaﬂy stated sick leave pohcy,

e critically evaluating the need to fully staff all companies at all times; and building flexibility
mto staff ass:gnments

In Camden City it was estimatéd that overtime 'ékpenditures.c.:ouid be_:;eduééd by $1.3 million by
using some of these techniques.

E‘n’e Statmm

Locanon of fire. statlons carnes an emotlondl intensity that has caused local officials to lament
“The hardest thing to do is to convince people that buxldmg a fire station next door is good and
the secend hardest thing to. doi s to remove an existing fire station.”

Ideaily, there should be only the number and location of fire stations to meet the current need and
to respond quickly to the highest risk. In fact, many fire stations are more than 100 years old and
are thus located in areas that may have been logical then. They were designed and built to house
horse drawn fire equipment. When new stations are built, rather than locating them based on
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appropriate response time, it is more common for them to be located where there is property
available and the neighbors won’t complain. “This results in the location and existence of stations
with little relation to fire protection strategies.

An examplc of thzs tendency was found in Atlantic City. Atlantic City has seven fire stations
with a median age of 83 years. The newest one was built 40 years ago well before casino
gambling became legal and changed the economic, demographic and development characteristics
of the City. A new fire station is under construction but the location was determined by the
availability of land. LGBR recommended the deveiopment of a plan to have a total of three
moderrt, strateglcaily located fire stations to serve the 11.35 square mile land area of Atlantic
City.

The inability to strategxcally locate fire stations and an unwillingness to change configurations as
needs change frequently i increases, the cost of operating the F1re Department

Eqmpmem

Fire apparatus can be a symbol of success or pride to municipalities and their residents.
Purchasing, operating and maintaining the approprlate equlpment is mtegraI to the safety of the
fire fighters and the community. Balancing these factors is the difficult task of municipal
decision makers. Once a service level is established, the number of fire vehicles and personnel
have a generally fixed relationship -- one vehicle is norrnaily staffed by three ﬁre fighters and a
superior officer to form a company.,

While fire eqmpment is costly, we have seen a few examples of efforts to mitigate these costs. In
Camden, the Fire Department has saved considerable sums by using highly trained personnei {o
rehabilitate existing equipment. The most recent example is the refarbishmert of a 1975 acrial
ladder truck which resulted in a savings of $398,000. . The LGBR Team commended this
practice, but added that such measures need to be part of a comprehens;ve cqmpment
maintenance and replacement plan that meets sérvice demands and assures the avallabﬂlty of safe
equipment appropriate to the types of flre I’iSkS found in the mummpallty '

In the Morristown area, the Black Meadows Cooperative, cOnéisting of sevéral municipalities
with property contiguous to either Morristown or the Morristown Airport, have divided the cost
of specialized equipment. This ensures the avallablhty of eqmpment to meet potentzal needs,
without unnecessary duplication. :

Bradley Beach, a Borough of less than one square mile and 1,773 dwelling units, has a volunteer
Fire department that moaintains five pieces of fire apparatus. Nearby Asbury Park with a
'populatxon of 17,000 and high rises, maintains fire service ‘with three pieces of equipment. Based
on that comparzson ananalysis of the equipment and the cost to restore it, LGBR recommended
that at least one piece of Bradley Beach fire equipthent be sold at auction. This would produce a
one-time savings of at least $50 000 and a recumng savmgs of $1 365 in reduceci insurance
prem]um costs a]one :
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Maintenance of the fire equipment is frequently performed by uniformed fire fighters at each
station. It is argued that this equipment requires a high level of technical knowledge and that fire
equipment mwust get priority attention. LGBR recommends that all vehicle maintenance be
consolidated into one location and that maintenance be performed by trained civilian personnel.

Funding

The Fire Departments examined by the LGBR Teams are funded through the general property
tax. Some of the productivity improvernent measures identified above also represent a potential
for increased revenues. Increased fire safety inspections can produce revenues while serving as a
public relations and fire prevention tool. Other code inspections can also produce revenues. if a
Fire Department were to provide emergency medical/ambulance service rather than serving as a
first responder, a potential exists to generate revenues through third party billing.

Benchmarks

We have mentioned a few benchmarks already -- Asbury Park was used as a benchmark for
Bradley Beach to gain some understanding of the relationship between size and characteristics of
a community and the number of fire vehicles. Another benchmark is the generally accepted
assignment of three companies to a fire call. This benchmark however, has been challenged by
the performance of the Morristown Fire Department, among others. This reinforces the concept
that benchmarks are not static and that they should be reviewed and revised on a regular basis. In
the area of fire safety, it is clear that there are many cornmunity characteristics that will affect the
selection of an appropriate benchmark for service. Characteristics that need to be comparable,
include density; age and type of housing construction; number of high rises or multiple family
complexes; the existence of fire control systems within structures, commmmai and 111dustuai
development; and transportation and water supply infrastructure, among others.

Overlap and Competition

Fire Departments can benefit substantially from shared services and regional services.
Historically, the fire service has ignored municipal boundaries to develop mutual aid agreements
to support each other and many New Jersey fire districts actually cross municipal boundaries. At
other times, the fire service can be as parochial and observant of boundaries as any other service.

Shavred Services

Increasing the nuinber and types of services provided by Fire Departiments is one way to increase
their productivity. Examples aiready mentioned include the first responder concept and having
fire personnel perform fire subcode inspections and life safety inspections. Another example is
shared dispatching of all emergency services. This was recommended along with replacing
uniformed officers with civilians in Passaic.
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Regionalization
The high cost of all fire resources combined with a frequent inability to attract sufficient

volunteers, leads to the regionalization alternative. Regionalizz:ion of some aspects of fire
service exists with a growing number of County operated fire schocls.

As noted, the existence of mutual aid agreements or intermunicipal Fire Districts should ease the
way for the development of regional solutions. For example, significant savings could occur if
communities developed schedules which allowed for full coverage of selected shifts by a
neighboring community. ‘Reimbursement between communities for coverage of designated areas
during prescribed times could significantly reduce costs for one community while developing a
source of revenue for another community.
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MANAGING POLICE SERVICES

Stakeholders

The stakeholders in police services are the taxpayers as well as all residents, businesses, property
owners and visitors. The. degree to which police seryice is effective in creating a safe and
attractive atmosphere affects the property values which in turn affects the desirability of the

municipality.

Services

The definition of police service is driven by the demographic characteristics of .a municipality
and its physical characteristics and . infrastructure. . Service levels can be affected by the
community’s desire to provide more service. The critical first step is for the municipality to
identify the existing demand, for example the number of calls, the number of crimes, and the
high crime areas, and then develop.a program which responds to that demand. This could
include a variety of prevention, proactive and community service . oriented functions. This
service definition should drive the staffing and resource allocation of the Department. It has been
the LGBR experience that Police Departments have been entrenched in traditional service
delivery and have developed or expanded incrementally. :

@_aéts _

Like fire service, police protection is very labor intensive and thus many of the means of
decreasing costs relate to staff -- how it is organized and how it is used. The largest staff
allocation in a police operation consists of uniformed patrol officers out on the streets, available
to res;aond to calls quickly while providing a visible deterrence. B

Patmi Analysis
L.GBR recommends regular revxew of patrol dep]oyment and scheduhng o assure propcr

coverage in response to analysis of the number and types of calls. The depth and accuracy of
such an analysis depends upon the detail of the information available. Appendix F explains one
type of patrol analysis. This particular method is based on number of beats per shift. This
technique assumes that the number of beais and the . staffmg of the beats are correct. If fiscal
constraints cause staffing cuts one could use the staffing figure to derive a feasxb]e number. of
beats.. This infotmation could be further adjusted to apply peak coverage at peak times, The
allocation of patrol forces can and should be examined and managed to provide the most
appropriate coverage.
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Organization/Span of Controf

Because of the similarity between the two functions, many of the observations about Fire
Department operations relate to Police Departments as well. Once patrol needs are established,
the organization should provide for logical span of control from Sergeant on up to Chief and
should minimize administrative staff and salaries. In Lakewood, 26% of the personnel were
supervisory; in a number of instances, high ranking officers managed single operations or one to
two officers; and there were unclear channels of communication through the ranks. As a result,
LGBR recommended that the Department reorganize to reduce the number of superior officers,
clarify communication lines and increase the number of officers available for patrol without
expanding the police force. The cost savings from a reorganization was conservatxveiy estlmated
at $100,000.

As in Fire Departiments, any position such as dispatching or record keeping that does not require
the training of a uniformed police officer should be filled by civilians. In Passaic, the Team
recommended that the City Council adopt an ordinance that specified the types of functions
within the Policé Department and the number of employees to be hired in those functions
including: Management, supervisory, line and civilian. It was estimated that the savings in
salaries alone would amount to $420,000 in the Passaic Police Department. -

Overtime

In Police Departments, like Fire Departments, overtime can result from sick leave or
management’s failure to control vacation and other leave time to prevent overtime. The
recommendations made under the Fire Department section apply equally to police operations.

Police Departments frequently have structured - overtime relating to court time. ' Police
Departments can and have significantly reduced overtime by renegotiating contract clauses that
require that officers be paid overtime for all court time and by working with the courts to develop
schedules that allow police officers to appear for a finite period of time during their working
hours. In Passaic, savings were estimated at $15,000.

Funding

The primary source of revenues for support of Police Departments is the property tax. Police
Departments are also encouraged to take advantage of incentive grants, as long as they don’t
reqmre expendxtures thiat are hlgher than thc rcvenues recewed

Additionaily, fees for reports, monatormg burglar alarms ‘and other services are- appropriate and
should be set so that they reflect the cost of supportmg these services. In‘the case of burglar
alarms, a schedule of fines should exist that encourages propcrty owners to pérform the necessary
maintenance and training to minimize the occurrence of false alarms." It should be acknowledged
that these serv1ces go beyond the scope of the services available to the pubhc at Earge and
therefore are approprlately supported by both the tax base and the user.
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In Lakewood, police provide a bank escort service to businesses for a modest fec of $24 per trip.
This supports the economic base of the community while establishing a fee to cover the costs of a
service provided to only a specific segment of the population. The Team recommended that this
fee be reviewed to ensure that it appropriately recovered the cost of this service.

In some municipalities, drug forfeiture money is available for drug enforcement related purposes.
Expenditure of this money requires municipal approval, approval of the County Prosecutor and
compliance with the purchasing regulations.

Benchmarks

Police Departments are fortunate to have access to a set of statistics relating to police services in
the form of the Uniform Crime Reports (UCR). Additionally, both national and State manuals
exist which outline the details of effective police administration in the form of the accreditation
program established by the Commission on Accreditation for Law Enforcement Agencies, Inc.
and the New Jersey State Law Enforcement Standards distributed by the State’s Division of
Criminal Justice,

The UCR reported crime rate and the ranking of a municipality within its County for crime
provides a perspective on public safety. Jamesburg, a very small town, ranked third in Middlesex
County for reported violent crimies and consequently needed to focus on public safety issues. In
Camden, the Police Department had the highest crime index per police officer of any major urban
city and was significantly higher than any of the State averages. Camden had six more domestic
violence acts per police officer than the next highest urban center.

In the Camden review, LGBR looked at other workload indicators such as how many officer

hours were consumed in calls for service, domestic disturbances and. burglar alarms thus

providing more depth to their understanding of the Department. Given this data, the

recommendation of the team focused on identifying ways to reduce the heaviest burdens,

including:

e Imposing fines for repeated false burglar alarms; and

» developing a domestic violence response team that uses police officers and social workers.
This would allow police officers to specialize in the area and thus increase his/her efficiency.
Having a specialized team would allow them to be scheduied for the peak domestic violence
time periods.

Overlap and Competition

Dispatching provides an opportunity for shared services between all the emergency services, as
mentioned under fire services, as well as for regionalized delivery of services. The Jamesburg
Police Department contracts with Spotswood for dispatch services. The cost of this contract is
$20,930 in 1996, Given their need for 24-hour coverage, it would cost at least $100,000 to
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provide the service in-house. While there were some concerns over the quality of service, none
of the examples cited involved life threatening or other emergency situations.

The cost of maintaining police vehicles can be reduced through:

» Consolidating the function in the Public Works garage;

o contracting for maintenance with a private vendor; or

e sharing vehicle maintenance services with another municipality.

In Atlantic City, the Police Department operates and maintains 300 vehicles at an estimated cost
of $3,759 per vehicle per year with no accountability and very inconsistent maintenance.
Atlantic City has two options available: ‘
e Competitive contracting which could save $793,180; or
e merging or restructuring the entire municipal vehicle maintenance function

- which could save $621,308. - '

54



You Are Viewing an Archived Copy from the New Jersey State Library

MANAGING PUBLIC WORKS

Stakeholders

Public Works Departments generally provide both services to the public and services in support
of governmental activities. Among the most visible services delivered by local government are
refuse collection and maintenance of public property. If those services are not provided well, the
residents and the property owners become disgruntled. Neglecting these services for a period of
time can affect the value of the property in a municipality. Public Works Departments also have
the employees of the municipality as its customers in areas such as vehicle maintenance and
repair and for custodial services and thus must be cognizant of the impact their service has on the
quality and reliability of services provided by other municipal agencies.

Services

Public Works is frequently a labor intensive catch all for a variety of services provided directly to
the ‘public and in support of municipal operations. Each of the more significant subservices will
be dxbcussed bneﬂy, in terms of the potent:al oper atlonal 1mprovcmems that have been identified.

Garhage Coﬂecuon o _

In ‘Atlantic. City, LGBR Identxfied suffxc;ent savings to reduce:-the per ton personnel cost of

garbage collection from $71 to $42 which is*within the $33 to $48 range of competzt;veiy bid

- garbage collection. The suggested 1mp10vemf:ms mcluded

¢+ Eliminating the evening shift; '

o redesigning the routes and schedule pickups over a five day period. - (This would require
fewer trucks at once and would permit the city to pick up the business district every
weekday.) . :

e beginning the standard work day earizel,

= paying the crews' for hours actually worked and

o reducing staffing to 20.

Recycling

Emphasizing and maximizing recycling could reduce the garbage tonnage and earn revenues.
Improving recycling percentages is a cost savings strategy to be used by any community. In
Cainden, the impact of such improvements can-be seen clearly. The per ton cost of recycling
collection averages $342 while the cost per stop averages $27. The difference between these two
costs indicates ‘that the volume pICked up at each stop is low. In response to this finding, the
Team recommended that the crew size be reduced from three to two laborers per truck and that
recycling participation be increased by 50%. These two actions would reduce the per ton cost to
$145. In addition, contract hauling fees and the tipping fees would be reduced by $139,171.
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Total savings from the staff reduction and the increased recycling would equal: $399,942. Table
5 summarizes the curreni and alternative scenarios.

Table 5: Camden City Recycling Alternatives

Camden City Recyeling Alternatives
Measure ' Tons Stops Total $ $ Per $ Per Ton
' Stop '
1. 1994 o a 24721 27,022 | $732,282 §27 1 - 8342
2. Reduce Crew Size 2,172 1 27,1221 3471511 - 817 $217
3. Increase Recycling 50% ‘ 3,258 1 27,122 1 - $732282 527 $225 .
4. Both2and3 - . 3,258 27,122 $471,511% 317 $145

Jamesburg has recently contracted with Middlesex County for recycling services. It is expected
that the expanded services offered through this contract, costing $18,543, will lead to an increase
in recycling from 15% to 45% which in turn will decrease tipping fees by at least $20,000.

Road Maintenance

Municipalities are responsible for:maintaining the appearance and safety of its roadways. In a
City dependent on tourism, the appearance of the streets can have a significant impact on the
visitors’ view of the community. Atlantic City devotes significant resources to the maintenance
of the appearance of the sireets and roads of the City. Fifty-six employees with an average per
person compensation of $41,395, are responsible for mowing the medians, sweeping the streets

_and filling potholes. The total cost of this effort is $2.3 million dollars :and more than 3.5 tax

points. With the objective of enhancing the productivity and reducing the cost of the operation,

LGBR recommended that Atlantic City: - . : o

s Rename The Asphalt Division, The Road and Property Division and move the. mowing crew
- and equipment operators into it in order to have most of the heavy equipment in one division
- and to improve supervision and resource allocation. - . L

e Modify the routes and schedules of the broom operators to resolve overlaps with the Special
Improvement District and to minimize difficulties caused by traffic and parked cars. -

o Eliminate Sanitation Inspectors.  The Division Supervisor should be -assigned the
responsibility for ensuring timely, thorough and courteous work. The Health Department is
responsible for health related violations. This would save $165,580.

e FEliminate the pool of 13 laborers used to sweep areas by hand to save $192,230 per year.

Maintenance and Custodial Services . - : .

The lowest cost custodial 'service found to date was provided in Jamesburg at their municipal
building. The building was cleaned by Community Service Workers, who were supervised by a
Community Service Supervisor at a cost of $10 per hour for. a total personnel-cost of $3,505.
This was a creative means of cutting costs. The Team recommended, however; that Jamesburg
package the: cleaning, maintenance and landscaping services: for Borough Hall with similar

services either in- the Jamesburg School District- facilities or a neighboring - community to
determine whether the services provided could be improved in terms of either quality or cost.
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In Willingboro, it was estimated that by contracting out custodial and maintenance service, the

municipality could reduce their costs by 39%. The Team further recommended that the
municipality consider bidding the school services in conjunction with the municipal services in

order to create an even more attractive package.

Vehicle Maintenance and Repair

Atlantic City maintains a fleet of about 600 vehicles. In 1994, Atiantic City spent approximately
$2,199,170 in salaries, wages and benefits on a total of 52 positions dedicated to vehicle
maintenance and repair. This results in a ratio of 11 vehicles per maintenance employee. (In
comparison, Mercer County Motor Pool maintains 489 vehicles with 21 employees. Mercer
County’s staffing translates to 23 vehicles per employee.) Atlantic City’s vehicle maintenance
and repair is done at three locations the Public Works Garage, the Police Garage and the Fire
Department. The Fire Department’s maintenance crew includes a Baitalion Chief and two fire
Fighters. The per vehicle cost of personnel is $3,759. When parts and lubricants are added to the
personnel costs, the total is $4,758 per year. Table 6 details expenditures and staffing of the
Mercer County Motor Pool to provide a benchmark of a cost efficient in-house centralized motor
pool operation. Mercer County’s total average per vehicle maintenance and repair costs are:
$2,377.

Table 6: Mercer County Motor Pool Operations ~ A Benchmark

Mercer County Motor Pool Operations
A Benchmark
Mechanics : ; 12,
Supervisors ' 4
Helpers 2
; Clericals 2
- | Chief '
~{ Total Personnel ' ' 2l
| Pérsonnel Costs ' -
Salary - $626,404
Longevity : 522,350
oT . o - $55,000
Benefits (25%) - $161,969
Total Personnel . $865,723
Personnel Cost per Vehicle ' - $1,770
Other Expenses S : o
Parts, Tircs, etc. $172,000
Special Services ' $99,000
Other $25.565 L
Total Other . . $296,565
Other Expenses per Yehicle ' $607
Grand Total ‘ ' $1,162,288
Fuel =~ ' _ $202,500
Vehicles ' 489
Per Vehicle Maintenance . : $2,377
Per Vehicle Total Operating Costs ' $2,791 § -
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Shade Trees

Many municipalities operate crews to prune trees emd remove stump& along right of ways and on
municipal properties. Proper care of trees is important to maintaining an attractive and safe
community. The work, however, is seasonal and the service is well established m the
competitive market, therefore it is ideally suited to competitive contracting. In Kearny, the Team
recommended that the shade tree services be competitively bid in order to compare the costs of
their seven person crew to the costs that would result from a competitive bid. Many large electric
~ utilities have determined that private contractors can provide excellent tree related services even
in emergency conditions.

Costs

Many of the q1gmf1cani costs and areas in need of improvement relate to personnel — overtime,
sick leave abuse, and total staffing. Public Works Managers have an advantage in that
benchmarks for service costs are readily available from the private sector for almost every
function. Frequently, the Teams’ analyses have identified contracting for services as viable
options to improve both service and cost. '

Recent legislative changes, such as mandatory recycling and the enactment of the Condominium
Services Act, have significantly impacted the delivery of Public Works services. In many
communities, the response has been to simply add the new service to what they are doing and
hope that they will be able to find the money to support it. In other communities, these mandates
have been opportumtles for the reevaluatlon of service delivery and real]ocauon of resources o
implement the service. :

Iakewood Township has a mgmfzcant number of condominiums and had been paying to support
some services to condominiums prior to the enactment of the law. The administration in
Lakewood treated the Condominium Services Act mandate as an opportumty to review and
reevaluate the delivery of services within the community. As a result, they developed a clear and
conservative policy regarding the delivery of services to the community as a whole and to
condominium- associations in particular. The new policy stated that the Township would pay the
actual cost of the provision of the same level of service provided to the rest of the community to
the condominitm association. A byproduct of this analysis was the- recognmon that many of the
condominium associations were getting better service for less roney by blddmg contracts for
refuse collection and other ma;ntenance serv1ces

K ragmenmiwn of Staffl

One theme . that” was conmstent throughout the various Public Works }I)epartments was
orgamzauona] fragmentation. The result of this fragmentation was a- lack ‘of .supervision and
accountab:hty that ¢carried with it a high price tag in overtime; sick leave abuse and lost
productivity. Atlantic City’s boardwalk operation provides an example of the degree of
fragmentation that exists. LGBR recommendations provide examplcs of some of the solutions to

that fragmentation.
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The Atlantic City Boardwalk operation’s budget is more than $1.3 miliion and consists of 33

regular employees and part time seasonal employees. The findings included:

e There are more specialists than crew members. The City should reevaluate the number and
types of personnel assigned.

e Costs included $49.250 in overtime and $3,034 in out of title pay -- most of which was
earned by supervisors.

o Thete was almost no difference in the pattern of scheduling crews between seasons or
between weekends and week days. :

o At the end of 1994, 15 of the 33 regular employees had used-more sick Iedve than they had
earned in the year.

e - Consideration should be given to the overall strategy for supervising personnel.

Sick Leave .
Typically, municipalities employ more Public Works employees than they need on a day to day

basis to compensate for the high level of absenteeism. For example:
e In Passaic, the average DPW employee used 12.34 out of 15 days each year. If they had
reduced sick leave to 10 days per year, the productivity gain would equal $30, 000 or one
- employee.
e In Camden, the Department of: Enwronmental Affairs employees averaged 15 sick.days per
year, which equates to more than seven full-time employees. If sick time were reduced by
- 4(3%, the result would be equivalent to more than three employees.
e In Lakewood, the Public Works Department averaged 16-18 absences per day -- this is }9%
of the Department. The 20 most frequent users averaged 12 years of service and only 12.7
unused sick days. -

Worlkday Productmty :

It was fau'ly common to find that pubhc employees dsd not work ‘a full day. In Camden Jnost
émployees punched out an average of 13 minutes-early,.and yet were paid until the end of their
shift. Several communities have a practice of allowing refuse collection crews to go home once
they have completed their route, resulting in work days significantly less than established.
Employees should be given enough wmk to fﬂl their day and they shouid be paid for the time
that 1hey actually work.

@vertxme

It is not uncommon for Public Works operations to have overtime built into the way they deliver
services. At minimum, consistent amounts of overtime should trigger an analysis of the task and
how it is performed to identify alternatives that will reduce the need for overtime. In Passaic
over half of the DPW staff earned an average of 17 hours of overtime every pay period prior to
the privatization of recycling. “In Lakewood, recycling and refuse were collected two days per
week. Recycling was operating at capacity and refuse collection was operating beyond capacity
-- accruing 23.25 hours of overtime each week. In response to this issue, the Department
developed a plan to collect refuse and recycling four days per week while reducing the number of
stops per day. This configuration would reduce the overtime and enable the Department to
operate with three less people. :
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In the City of Passaic, LGBR found that supervisors did not control or manage overtime and they
made no efforts to verify the accuracy of overfime claimed. Miscellaneous overtime cost the City
$98,000 annually. The specific findings of the team included:

e Overtime was used for routine tasks without cxpianatlon as to why the work could not be
done during the work day. : :

o QOvertime was frequently claimed on Sundays for double time rather than Saturdays for time
and one half. _

e Overtime was assigned, triggering a minimum four-hour call out for work that could have
been completed by an employee already on duty -- Passaic spent $2,000 in one year to have
the flag raised and lowered on holidays and special event days.

e Street sweeping triggers four hours of overtime every Saturday. Passaic was urged to amend
the union contract to allow a modified work schedule.

e ‘The Review Team found that one individual was pa1d overtime for the same time period from
two different divisions.

Uniforms and Tools -
A cost found in many contracts relates to uniform, tool and clothmg maintenance ailowances To

the extent that uniforms are required, these contract clauses have an established limit and require
documentation of expenses. Communities with a Jarge number of uniformed employees should
consider bidding both the maintenance and sale of uniforms. Tools should be’ provided. by the
municipality and kept secure in municipal facilities. If the tools are provided, there would be no
need for a tool allowance. In 1994, Lakewood spent $126,970 for their uniform atlowances and
$3,200 for their tool allowance. :

Workers’ Compensation

In 1993, the productivity lost due to workers’ compensation claims in Lakewood’s Department
of Public Works was equivalent to two employees. In an effort to. improve its record, Lakewood
changed its medical referral policy to use the Corporate Care Center at Kimball Medical Center
Tt is believed, that the use of this central agency contributed to the 20% reduction in claims that
occurred between 1993 and 1994.

Developing safety policies and procedures including a Safety Committee and requiring
employees to wear safety equipment is also recommended to reduce the Workers Compensation
osses. -

Benchmarks

The benchmarks used for public works services are the cost of a service if it were competitively
bid-or the cost of service in other pubhc agencies. . If a public entity can improve the efficiency of
its ‘operations- to fall within the range of competitively bid costs, then the operation can be
considered cost efficient. If contracted services are above the range we have identified, the bid
specifications need to be reviewed to identify a means of making it more competitive next time it
is developed. Frequently, the Teams have observed services costing significantly more than the
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competitive costs presented to the community in public bids. The residents and the taxpayers are
entitled to the best service possible at the most competitive price and should not be paying a
premium to have the service delivered.

QOverlap and Competition

Competitive Contracting

Almost every service performed under the umbrella of Public Works could be effectively

competitively contracted. The specific recommendations made to date, have included: _

e In Kearny, where the garbage collection is already competitively bid, it was recommended
that shade tree, street maintenance and sweeping, fleet maintenance, recycling and leaf

collection, and building maintenance be competitively bid to produce an estimated savings of
$340,000. ' _

e In Atlantic City, consolidating and competitively contracting fleet maintenance could produce
a savings of more than $1.5 million. Consolidating and coniracting for all building
maintenance and custodial services while allowing the City to retain one attendant for each
building could save approximately $687,000. Competitively contracting boardwalk repairs
would save approximately $30,000. Reorganizing, streamlining and assuring accountability
could reduce the refuse collection costs by as much as $131,881.

e In the City of Passaic, competitive contracting was recommended for: J anitorial and light
maintenance; tree pruning and stump removal; vehicle maintenance and repair; and street
sweeping. The savings from competitively bidding custodial services were estimated at
$25,625.

e Competitively contracting tecycling and garbage collection in Lakewood could result in an
estimated savings of $372,219.

e Demolition costs in Camden were $20,904 per structure while competitively contracted
demolition costs were $16,571. The savings that could be realized by competitively
contracting this task was $151,655. Competitively contracting for recycling services could
save approximately $260,771 in Camden.

Competitively bidding a service will not save money unless the positions related to the
contracted task are eliminated. Passaic privatized recycling and continued to employ the eight
people who were responsible for recycling and the street division personnel who regularly
supported recycling. If just eight of these positions were reduced, the City would save $254,000
per year.

Shared/Regional Services

In the small communities of Downe Township and Bradley Beach, and the somewhat larger
communities like Willingboro, sharing snow removal, garbage collection, building maintenance,
and fleet maintenance services with other municipal entities such as school districts or utilities
could result in significant savings by absorbing the units of service without increasing costs
substantially. For example:

e In Willingboro, sharing fleet maintenance between the School District, the Municipality and

the Utility Authority could result in savings of as much as $80,000.
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o In Downe it was recommended that the Township and School District share numerous
services including lawn maintenance, refuse collection, vehicle fuel, recycling, snow
removal, custodial services and motor pool.

s In Bradley Beach, it was recommended that the Borough and the Board of Education share a
maintenance contract as well as responsibility for snow removal.

LGBR recommended that Jamesburg competitively contract all building custodial services as
well as landscaping services in conjunction with either the School District or a neighboring

municipality.

In all 10 communities in which reviews of both the municipality and the school district ha - been
performcd a clear opportunity (o produce better service and reduce costs was observed it ihe two
units of government worked more cooperatively. In fact, the opportunities frequently appeared
greater through cooperation between the school district and the municipality than between two
municipalities or school districts.
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MANAGING PUBLIC FINANCE

Stakeholders

Every property owner, taxpayer, and goods and service provider has a stake in the quality and
effectiveness of a municipality’s financial operation. The fact is, however, that the quality of the
fmancxal Operatlon is not readily visible to those stakeholders. They can see the propcrty {ax rate
and perhaps the Speed of the payment process, but the role of the finance operations in these two
indicators is fairly obscure. This low public vmbmty has resuited in a reduced level of public
acc:ountabzhty and frequently a casual attitude on the part of the financial administrators that the
LGBR Teams have observed in many of the municipal 1ues rev1ewed to date,

Services

Finance is a service function encompassing contact. with taxpayers as well as support of the
operation of local government. The Chl@f Financial Officer is frequently responsible for:

Accounts PayablefAccounts Receivable o
Miscellaneous - functions- such as licensing and management mformauon systerns and
insurance are frequentiy included within the finance department.

o Tax Collection

o Tax Assessments Cash Collect:on
o (Cash Management ‘

e Purchasing

e Budgeting

&

@

The . Finance Off;ce should function to preserve the financial well bemg of a municipal
government. As such, an. effective Finance Department: :
o  Assures accountab;hty for cash collection; revenue collection and expendltules
e  Maximizes revenues by

- Managing for a high r__eturn on investments

- Tmproving the tax collection rate

- Improving the delinquent tax collection rate

- Maintaining assessments for benefits

- Monitoring and managing grant revenues

- Reviewing fees and charges on a regular basis
o Actively managing the budget from preparation through closeout,

Participating actively and responsibly in the contracting process,
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Costs

Finance is an administrative and overhead function. As such, a well-run Finance Department
minimizes turnaround on transactions while maximizing accountability and minimizing staff.
This is best accomplished with a well trained and productive staff organization; an appropriate
and up-to-date automation systemn; and well established systems, policies and procedures for
performing the financial functions and reporting the results to the elected officials that are
ultimately responsible for the tax rate.

As the LGBR Teams reviewed the various communities, almost $15 million dollars in savings
were identified throngh improvements in financial management. The Team recommendations
incladed improved cash management, higher tax collection rates, etc. The recommendations
made, dealt with the establishment of systems and procedures to assure accountability and
appropriate management of a community’s financial resources. Table 7 summarizes the savings
impact of the financial management improvements by community. '

Table 7: Financial Mapagement Savings

Financial Management Savings
' Savings
Municipality Identified
Atlantic City ©$ 9,059,623
Bradley Beach $ 216,835
Camden $ 1,795,842
Downe , $ 142,383
Jamesburg $ 46,352
 {Keansburg. $ 203,400
{Kearny , $ 1,042,415
Lakewood , $ 72928
Passaic $ 1,010,000
Ventnor B % 200,000
Willingboro S % 297,650
TOTAL - $14,087,828

The spemfzc operational findings included:

e In Passaic, the Team found that “the procedures for mamtammg records, the working
relationship with other departments, and the type of automation were all indicators of
opportunities for major improvements.” Some examples are:
~  Staff maintains manual accounting ledgers and an automated system and neither was

completely accurate. : :

— There was a lag between the date when the Fmance Offxcer certified that there were funds
available to cover the cost-of a purchase and the date when the expcnse was encumbered
These two actions must be closely linked to ensure accurate budget control.

—  For both routine operating expenditures and capital expenditures there was frequently a
lag of several months in the payment of vendors.
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e In Kearny, the report stated “the Finance Office and all related functions such as purchasing,
recordkeeping, financial reporting and banking are in a state of disarray.” Some of the
fmdmgs were:

—  Absence of readily available standard bookkeeping records.

— Purchasing without requisitions or purchase orders; uncontrolled use of open purchase
orders; and splitting purchases to avoid the bid threshold.

— Extensive backlog of unreconciled bank statements: multiple bank accounts for the same
purpose; and large sums of money in noninterest bearing accounts,

— Payment of claims for payment to professionals with little or no documentation and in
excess of the amount authorized by the governing body.

e In Atlantic City, consistent with the Team’s theme of a “work in progress” finance funcnons
were seen, for the most part, to be improving. For example:

— The implementation of a new automated tax collection system and bar-coded bills will
significantly improve the efficiency of the Tax Collection Office, combining the Cashier
and Collection Office was recommended to increase the Office’ § abilxty to respond to the
cyclical nature of the tax collection workload.

— The grant receivables due have increased every year since 1989 when the amount due was

- $1,865,160 to a December 31, 1994 total of $5,506,392. The con51derablc growth of

. receivables indicates that grants management must be addressed.

~ . The Team identified eight trust fund reserve accounts in need of part:cuiar attenuon for a

L __vamety of . reasons, concluding that the level of activity or lack thereof indicated the

-.account was no longer needed or payments into the account were higher than necessary.

@ In the Camden City report, an addendum to. the cost of government analys;s was. made
“becanse of the extent.of the costly decisions and questlonab]e policies in the operations of
the City government in- Camden.” This addendum enumerated more than $20 milhon in lost
income and waste in financial services alone. Many of the findings were similar to those
identified above or worse. They included the subtraction of the cost of hiring an internal

-audifor and.a.fund accountant. Some of the causes of the deplmabie condition. of the City’s
f:nanc:al management, mclude : :

—.Accounting functions are not centmhzed and as a resuit dxscrepancms exxst between
departments and the Finance Office.

— The city does not maintain a fixed asset accounting system

~ The City’s encumbrance accounting system does not meet standards requxred by Local
Government Services Technical Accounting Directive No. -85-1 and ignores the basic
safeguards inherent in the directive’s requirements. i '

Funding

As an overhead, administrative function, the Finance Department is funded by the revenues it
collects. The LGBR Teams have found, however, that each Finance Department reviewed can
pay for itself by improving some aspect of its operation.
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Benchmarks

For the financial functions, the benchmarks we have used are State norms or averages and
existing conditions. For example, in Keansburg, the 1993-94 projected tax collection rate was
86.30% and the actual tax collection rate was 89.92%. DBased on the municipality’s own
performance, LGBR recommended that the governing body set an anticipated tax collection rate
closer to the actual. If the estimate had been 2% higher, the reserve for uncollected taxes and
thus the taxes levied would have been reduced by $68,000.

For investments, the leading benchmark used was the New Jersey Cash Management Fund. For
each entity reviewed, the cash flow was analyzed and the realized returns are compared to the
returns that could be realized through investing the same cash flow in the New Jersey Cash
Management Account among others. ' '

Overlap and Compeiitian

Qompe&mve Contracting
The nature of municipal financial operations fairly well limits the opportunity for compem:on in
an open market. What is disconcerting, however, is that little effort is'made to take advantage of
compentmn where it does exist -- most notably in banking. The financial services industry is
now more competitive than ever. Financial institutions are aggressively developing new services
and investment instruments for their large depositors. Municipalities are large depositors and
should be aggressively pursumg competitively solicited multi-year service contracts for financial
services,  The competition is so great at this point that it is realistic to expect a financial
institution to offcr solutions to municipal fmancxal management dilemmas. -

Shared Services o : _
Given the need for checks and balances and separation of duties in the Finance Department,
small agencies are encouraged to share services with other agencies within their community.
Some degree of shared financial management between a School District-and a Mummpahty was
recommended in each of the reports for: :

e Downe Township

The Borouigh of Bradley Beach

The Borough of Jamesburg

The Township of Willingboro

Lakewood Township

@ ® ° e
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MANAGING TRANSPORTATION SERVICES

Stakeholders

The needs and characteristics of the students, their parents, and the community at large will
determine the nature of the transportation services to be provided in a school district. School
transportation services mclude several caiegomes

Mandated or regular

Optional, commonly referred to as "courtesy”

After schootl activities/athletics

Special Education

Nonpublic

Field trips

e & & & & 9

The services required and the decision of how they will be provided all affect transportation
costs. In Keansburg, attempts to eliminate all optionai busing were met with significant parental
protest. Upon investigation, many of the parents were concerned that busing was their way to
ensure that the students arrived at school after they had left for work. Thus a %erwce other than
transportation itself, was provided to meet the specific needs of the community at a cost of
$343,500, or approximately 10 tax points.

Districts with a high number.of students transported out-of-district for, special education Aincur
significant transportation costs. - In Atlantic. City, the estimated average per pupil cost of
transporting Special Education students is $2,750, with a total estimated cost of $511,560. The
average per pupil cost of transportation for that School District is approx:matcly $800. 1f the
School district were to bring 42 students back into the District, the uansportatmn savings alone
would be $81,900.

Services_ :

Once the characteristics and needs of the stakeho]der‘; are known the service can be proper]y

defined. This definition must zecogmze the sttuct s legal requirements, _however, it is also

affected by the many decisions that are made abqut other aspects of school services, inciud'in,g:

e Bxtent and location of after school athletics and other programs. = . ' |

e Extent to which special education students are sent to other schools. o

e Location and number of schools: The relocation of Atlantic City High Schooi meant that
transportation service had to be provided instead of bus passes for high school students for
‘the first time. The {ransportation cost of the opening of this school in 1995 was
approximately $942,043 more than the prior school year. :

o Timing and scheduling of individual schools’ daily hours.
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In New Jersey, the first step in defining transportation service is deciding the degree to which the
School District ‘will provide optional transportation services. Using the Keansburg example, the
Borough of 1.1 square miles has students below the distance parameters for mandatory
transportation and yet the population served desires the optional transportation services.

Losis

A recent New Jersey School Boards Association (NJSBA) study showed that the average per
pupil cost of school busing it New Jersey was $961 compared with $549 in New York, $578 in
Connecticut and $400 in Delaware. NISBA stated that this represents an additional $150 million
annually. This data can be seen as evidence of the need for New Jersey School Districts to lower
the cost of school transportation. ' )

Once decisions are made about level and types of service to be provided, the School District
should determine the cost of the service as a whole as well as the cost of types of services
provided. Knowing the composition of the costs will enable the community to identify the most
costly components and then look for ways to better control them. For instance, in Hamilton, by
identifying the costs associated with each of the various categories of transportation, it was
possible to identify the sdvings that could accrue from specific changes in the service. In this
case, redefining the service level to eliminate only nonhazardous courtesy busing could have
resulted in a savings of $463,404. '

Tn Willingboro, $205,250 was reported as paid in overtime to bus drivers for normal operations.
All 60 of the bus drivers were considered part-time and therefore should not have received
overtime unless they worked in excess of 40 hours. Examining the specifics of the cost of
transportation sérvices allowed the Team to identify the need to renegotiate the work rules to pay
time and one half overtime only after 40 hours are worked to produce a cost savings estimated at
$68,417 annually. S o o o S

Funding

School funding is a sensitive issue at the start because the funding is predominantly derived from
property taxes on all residents and schools are attended by children of only a portion of the
taxpaying population. The decision to fund services that are ancillary to education: and not
mandated by State law miust be made consciously after exhausting all other means of funding. “In
both the Keansburg and Lakewood Reports, the Teams recommended that the population that
benefits from optional transportation services pay for those services. The potential reduction in
tax dollars expended would be from $95,700 to '$138,500 in Keansburg and $342,000 in
‘Lakewood. | R T G

Regionalizing the service reduces property tax cost by generating. revenue and better using

existing capacity. In Atlantic City, transportation services are contracted out, no courtesy busing
is provided and no transportation vehicles are owned or operated by the District. Savings were
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identified by changing Board of Education policy to allow Atlantic City to add Ventnor, Margate,
Longport and Brigantine students to its late evening sporting event bus routes for increased
revenues estimated at $15,000 while reducing the cost for those communities served.

Another aspect of paying for transportation services is that the manner in which transportation is
provided and funded affects the amount of State aid received for transportation. Because
nonhazardous, courtesy transportation does not qualify for State aid, the more courtesy busing
there is, the more the per unit property tax cost of transportation is increased.

Benchmarks

Transportation is an area where benchimarking is certainly relevant. The basic benchmarks of
service relate to the efficiency of the transportation system, including the number of students per
route, percentage of bus capacity utilized, and the cost per student transported. A good way for a
community to identify the benchmark cost is to seek competitive bids for this service. This will
allow the community to identify a cost that has had the benefit of market pressures.

Overlap and Competition

Many school districts now competitively bid these transportation services. Lakewood estimated
the four-year cost savings on its contract to be $4,238,191. LGBR’s analysis of Lakewood’s
experience indicated that when transportation coniracts were renewed rather than rebid, the
increases were higher by 3-5% per vendor renewed. The only significant concern expressed by
the District was over an inability to address discipline issues with a school bus driver directly.

In Ventnor, the high school students used $12,500 worth of public bus transportation tickets to
get to the old Atlantic City High School. The new location requires approximately $130,000 in
additional transportation services. To mitigate the expenses, LGBR recommended that Ventnor
also transport high school students from Margate and Longport thus increasing revenue as well as
increasing the used capacity of the buses. Combined with a reduction in courtesy busing, it was
estimated that this solution could provide Ventnor a net savings of $100,000 in transportation
COSts.

In Passaic, where many of the transportation routes are operated at 50% capacity, the School
District was urged to work with the neighboring Clifton School District to explore the possibility
of shared transportation routes. The two Districts had nine destinations in common including the
County Vo-Tech High School. Passaic was also encouraged to speak with all Districts along the
bus route to explore sharing costs and maximizing.the use of transportation resources. Estimated
annual savings from cooperating with Clifton alone were between $60,000 and $90,000.
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MANAGING FOOD SERVICES

Food Service for some students is a convenience and for others it is providing a nutritious meal
they would not otherwise receive. Food services are operated as an enterprise fund. With a
combination of Federal monetary aid and commodity donations, State aid, user fees and cost
control, most well-run food service programs will annually produce retained earnings.

Stakeholders

The primary stakeholders are the students and their parents. This group comprises those for
whom it is a necessity and those for whom it is a convenience. The characteristics of this group
will have an impact on the food program offered, the funding available and the solvency of the
program. In Jamesburg, in addition to being small in size, the split between paid, subsidized and
free Iunches has changed dramatically between the 1991 and 1992 school years impacting on
therr progmm 8 solvency

Other 51gmﬁcant stakeholders include the District’s food service employees or the food service
venddr and the school administration. Where the food service is locally operated, the employee
is usually a resident and thus potentially a voter. Boards have expressed an unwillingness to
change to a competmvely contracted service because it could be a polmcally volatile i 1ssue w1th
thexr employees and thelr comutuents X

Service

As noted above, students participate in the school lunch program either because it-is their
primary nutritious meal, it is free or reduced, or because the students like the food and the parents
find the cost reasonable and the service convenient. The most successful food service program
identified by the Teams to date has been the Lakewood Schools program which has been
compeuiiveiy contracted since the mid-1970’s, Meal purchase participation has been over 80%
at ‘the elementary schools and 60% at the high school. The vendor has maintained this
participation by systematically gathering input and having a high quality, varied menu. - The
vendor offers a special food service day each month and has an advisory food service committee
of parents, students and administrators that meets with the vendor twice per year to approve
menus, discuss food service ideas and make suggestions.

Funding
School food services can be and should be operated in a manner that assures that no tax dollars

are expended on the service. The insolvency of a Food Service Enterprise Fund is frequently
obscured by Board contributions. In Passaic, the Food Service showed a net income of $49,135
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in 1993/94 but that income included a contribution of $238,437 by the Board. It appeared that
this pattern had been occurring for an extended period of time as the enterprise fund had a
balance of $862,631 that was simply being allowed to grow while significant property tax dollars
were being expended on the service. Hamilton Schools showed a year end net income of
$317,290. In fact, the fund had lost $744,602 as the Board supported the fund with a
contribution of $1,061,892. Because Hamilton’s lunch prices are among the highest at $1.70;
$1.85; and $2.00 for elementary, middle and high school respectively, increasing prices is not an
option.

A secondary revenue source is interest income. Because of the large amount of money flowing
in and out of the enterprise fund it 18 important to manage the cash flow to optimize investments.
LGBR recommended improved cash management in several of the School Districts. In Atlantic
Ci:v improved cash management would increase food enterprise income by $30,000 annually.

Costs

Food services require a significant jnvestment in equipment, staffing and expendables such as
food and supplies. A number of the School Districts reviewed continue to operate an in-house
food service. Controlling expenses is critical to controlling the user fee charged and continging
to offer food service at a reasonable price. Typically, salary and benefit expenses make up more
than half of the operating costs. Managing those costs through contract negotiations is critical.
For example, it is reasonable to expect that food service workers be employed part time-and not
be eligible for benefits or overtime. In Atlantic City, LGBR identified savings of between
$191,088 and $573,264 by not paying benefits to employees working less than 20 hours and/or
raising the hours at which they will pay benefits as currently allowed by regulation.

Just as Board contributions obscure revenues, charging salaries to the general fund instead of the
enterprise fund can serve to. obscure actual costs of the service. At Atlantic City Schools, some
of the operational salary costs were hidden because food service-related salaries wcre pald out of
the gencral fund.

’I‘he amount of food items purchased aiso offers an opportumty for cost savings through bulk
purchase and timely payment. In Passaic, bulk purchasing wou]d produce at Ieast $30,000 i in

savings anr_;u_al_ly

Benchmarks

Through its reviews and the analysis of existing contracts for school food service, the basic
benchmark established by LGBR is that food service can and should be completely self
supporting. Data provided in Table 8 compares meal costs and prices charged to provide schools

with some benchmark information. Thus far, Lakewood Public Schools provides the best
example and benchmcu:k for competitively contracted food service delwery, because they

- Have the lowest prices;
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e penerate an annual surplus while maintaining improvements and enhancing services;
¢ _have high student participation of 60-80%; and
e solicit, in a systematic way, input from the community.

Overlap and Competition

According to the Statistical Abstract of the United States, based on the 1990 census, restaurant
food sales exceed $200 billion in the United States. It wounld follow that there are a large number
of vendors and thus the reasonably high level of competition that would allow schools to
successfully competitively contract food service. More than 200 New Jersey School Districts
already receive food service from a private vendor.

Jamesburg’s current contract allows for a deficit not to exceed $23,479 for the 1994-95 school
year. This financial loss could be -attributed to the low volume of meals served to elementaty
school students. LGBR recommended that the next contract be written so that it would not allow
a deficit. To resolve the problem caused by low enrollments, we suggested that they join with
neighboring Monroe which currently contracts with the same company, to bid the service.

Regionalization should be considered after, or as part of, competitively contracting for food
service. As in the situation with Jamesburg, volume may be so low that it could be difficult to
get a contract that at least assures that the fund will break even. In Ventnor, the School District
had increased its food service productivity by providing meals for Margate as well. This
generated revenue of $33,541, however, they ."stizll required Board support of ‘$28,000 for this
operation. The Team recommended competitive contracting to try to make their food service self
supporting. ' N o

In the LGBR review of Atlantic City and the Atlantic City Board of Education, the number of
public agencies providing food services was noteworthy. Both Atlantic County and Atlantic City
provided senior citizen meal services, while other agencies served the homeless and the Board of
Education provided meals to the students. Our analysis called for the coordination of these
efforts to improve the efficiency and lower the cost per meal for everyone.

This concept has been successfully implemented in two different ways in Piscataway Township.
The Piscataway Office on Aging was able to address their problem of Meals on- Wheels food
costs rising to $5.00 for each meal by leveraging the Meals on Wheels food preparation cost on
the existing school meals contract with a private vendor. This brought the packaged meal cost
down to $3.25. Piscataway’s Office on Aging has developed another agreement with the school
Board which allows senior citizens to.go to theit neighborhood school for lunch at a cost of $.75
to the senior and $.75 to the Office on Aging. 60-80 meals are served each month. The same
private vendor also provides the food for one special meal per month which attracts 120-160
seniors. The correlative benefit of this program is that the children and seniors are given an
opportunity to socialize and get to know one another.
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MANAGING SPECEA}L EDUCATION SERVICES

Stakeholders

The stakeholders in this service area include children requiring special education, other children
in the school, parents, the District’s adminisiration and staff and the community at large. The
key is to balance the needs of all segments of the populal,mn to provide the best posmble
education to each child served by the School District at a reasonable cost.

Service

State and Federal regulations govern the delivery of special education services. For example, in
1993 Federal guidelines require the placement of no more than 20% of special education students
in self-contained classrooms. At the same time, the State removed the cap on the tuition that
could be charged for out-of-district students. Taken together these changes mean that otit-of-
district pIacemcnts are becommg more and more cestly and that the special education sludents in
the Dlsmct 1equ1re a dxfferent conﬁguratlon of scrvxces ' : -

Spemal ‘Bducation is a process ‘that many students participate in at one time or another. - For
purposes of evaluatmg and 1dent1fymg 1mprovements, it can be broken into more manageable
pieces - identification, intervention, ‘assessment, and - the actual educational support.
Responsibility for identification rests with the teachers and the parents. Schools are becoming
. more proactive and more successful in the area of intervention with the ‘development ‘of Pupil
Assistance Committees (PACs). PACs are the product of the New Jersey Plan to Revise School
Districts and are now in various stages ‘of implementation and refinement. “Assessment and
ovcr51ght of the educational support rests with Ch:ld_..Study Teams (CSTs). - The ‘actual
educational support can be provided in a variety of ways including: Informal intervention;
in-classroom support; 504 plans; self-contained, in-district classes; and out-of-district placement.

Funding

Under the New Jersey Quality Education Act, which is currently in effect but will be revised,
special education aid for a District is calculated as an amount in addition to State foundation aid.
The special education aid is calculated by multiplying the nuraber of students enrolled in each of
the 25 special education categories by the cost factor for each category. The per student cost
factors range from .0025 for home mstmctlon to 2.79 for visually handlcapped The med1an c:ost
factor is 1.03.
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Cuosts

Knowing the full costs of special education service delivery alternatives and the comparative
educational and financial value of providing special education services is especially critical to
making the correct decision about the service delivery configuration. Knowing all of the costs
related to personnel, administration and overhead is important but more critical is an
understanding of the relationship between the cost of each service delivery system. The types of
data that are useful for comparing service delivery configuratmns mclude

e Child Study. Team costs per case;

e per child cost for in-classtoom support; and

e per child cost for a self contained program

Using this data, Districts can then analyze the point at which classroom support costs exceed self
-contained costs and the point at which out-of-district costs exceed self-contained costs.

Benchmarks

Table 9 summarlzes, for purposes of compamson the charactersstlcs of Special Education
programs in the Districts reviewed to date. A District’s primary } benchmark for costs of special
education services would be its own per pupil cost. If out-of-district tuition is higher than the
in-district cost to accommodate and educate special education students appropriately, in the
District’s judgment, then the District should pursue an in-district placement. If parents oppose
this decision, the District needs to analyze the cost.of pursuing its position in combination with
the cost of educating the student. This needs to be done for each case through each step of the
appeal process -- from DOE mediation, to Division of Administrative Law settlement through a
final Administrative Law Judge decision, if necessary.

Jamesburg Schools provzde us w;th the best benchmark to date for the use of Pupﬂ Assistance
Committees (PACs) for intervention and the creative use of resources for 1dent1flcat10n of
learning issues.. 'The Resource Room Teacher and the Kindergarten Teacher teamn teach one hour
per day. and thus both are able to identify ledrning. issues early and intervene as necessary. The
use of the PAC has been very successful with intervention plans developed for 20 children over a
two year period. Of those 20, at the end of the second year only three were referred to the Child
Study Teams for evaluation and 17 were successfully continuing their education.

o W . aa .
Overiap and Compeotiton

The New }ersey system of educatlon and method of provzdmg for specxal educatxon needs has
produced a great deal of overlap and redundancy While there are many spec‘,lal ‘education
providers, the most cost efficient solution is usually to return the students to their home district
for their education. Between the 1991 and 1995 school years, Lakewood will have saved a total
of $753,618 by returning 44 students to the District. This averages $17,128 per child returned to
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the District. In most cases, the review process has identified in-District opportunities for students
currently transported out of district.

In very small School Districts, regionalization may offer an appropriate and cost effective
solution. Downe Township has developed Special Education Services within ifs District and
made them available to other School Districts. By developing a regional special education
program, Downe has successfully addressed the needs of its students while expanding its student
population and spreading its administrativeé costs over a larger base. Child Study Teams may
also become less costly on a per case basis, with a greater regional case load.
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MANAGING FACILITIES MAINTENANCE AND CUSTODIAL SERVICES

Stakeholders

Both general building maintenance and custodial I services affect the quality of life of the students,
the employees and the school’s neighbors. In Lakewood, the administration believed that as the
upkeep of the school improved, the amount of vandalism and graffiti decreased. With brighter
lights and clean walls, the students felt better 'about being in the school. Tt is not uncommon for
facilities maintenance and custodial services to be reduced as the product is less tangible; the
people most affected -- the students -- can be oblivious to deterioration in the facility; and the
Building Administrators and Teachers are frequently more consumed with educational issues.
‘The taxpayers’ stake in the condition of facilities is a long range issue and thus somewhat
removed. When the facilities deteriorate significantly, they lose value, cost more to repair, or
create a safety liability. The custodial and maintenance staff, in a fashion similar to their food
service counterpats, are also stakeholders who may live in the School District and vote in school
elections. : S

Services

The insulated nature of the custodial and maintenance service requires that standards of quality
be developed, implemented and enforced. “The service is significant because of the level of use
and volume of traffic in the building. The only significant variable in the.definition of custodial
and maintenance service, as it is delivered within a school district, is quality. The quality of
custodial and maintenance service should be established at a level that will preserve the capital
invested in the facilities and create a positive environment for the students. A high quality
¢cleaning:-and maintenance program should include such initiatives as a regular preventive
maintenance and capital replacement program, a routine review. of facilities. and equipment to
assure use of state-of-the-art technology and energy conserving systems. The best example of a
comprehensive maintenance and custodial program seen by the Review Teams was in Lakewood
Public Schools which began ifs first four-year contract for a comprehensive package of facilities
service in the beginning of the 1992 school year. T he services include:
@ Developing a five-year facility maintenance plan
e Developing a landscape plan
@ Designing a corrective maintenance and work order syetem wh;ch included. inventory and
project tracking and scheduling ' - o o :
Completing a roof analysis
Compiling add indexing blueprints and facilities engineeting manuals,

As part-of the five-year facility maintenance plan, the contractor recommended major HVAC and
lighting renovations and facilitated an agreement between a utility and Lakewood Schools that
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provides for financing of the improvements through the savings to be accrued over a seven year
period. '

Fonding

There is little flexibility in the funding of maintenance and custodial services. One exception is
financing improvements for lighting and HVAC systems through the resulting costs savings. In
addition to Lakewood, Hamilton Schools found that the “Green Light” program, which was
financed through guaranteed savings s expected to achieve: _

o  40% reduction in energy consumption for lighting to produce a savings of $400,000;

e reduced maintenance; '

e reduced variety of bulbs from 80 to 6; and

» improved lighting.

Costs

Facilities maintenance and custodial services costs are largely driven by staffing costs. The
public employee-driven per square fool maintenance and custodial services costs identified by
the team ranged from $1.82 to $5.67 per square foot. Atlantic City Schools has the highest per
square foot cost identified to date and the findings included:
e They are overstaffed by 25 people according to the Factoring Formula (See Appendix G) at a
cost of $1.5 million-in salaries and benefits; - N
-shift premiums increased costs by.a total of $50,685; . T :
e minor repairs were performed by outside contractors because. staff- lack technical expertise;
and ‘ . S . : .
o excessive sick leave was used resulting in $222,000 in overtime and substitute pay.

Competitively ‘contracted custodial and maintenance services in New Jersey municipalities and
schools have ‘been observed to cost significantly less than in-house services. Successful
competitively - coniracted -maintenance and custodial services bhave also provided -for the
establishment of systems for preventive maintenance and appropriate supervision at lower costs. .

Benchmarks

The LGBR repotts have used the range of the price per square foot of other New . Jersey
municipal and school competitively bid maintenance and -custodial service - contracts -as a
benchmark. In the Keansburg study, the average cost per square foot of other School Districts in
the same geographic region was used as a benchmark.  Either tool is certainly appropriate and
reflects an understanding. of the value of defining the work to be performed, the standards to be
measured and the need to- measure that cost. Lakewood Public Schools’ contract described
earlier provides an excellent example and benchmark for services provided.
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Overlap and Competition

LGBR has found that competitively contracting for building maintenance and custodial services
can be very successful when the private sector offers lower prices and greater expertise.
Lakewood schools provide an excellent example of the success of competitive contracting for
custodial and maintenance services,

The reviews have, however, identified examples of poorly executed contracts for building
maintenance and custodial services. In Jamesburg schools, the contract for custodial and
mainienance service was sold, traded or bought four times over a five-year period. The result
was inconsistent performance of the contracted services. - The School District was remniss in its
failure to enforce the contract. A solution for the Jamesburg School District may be to share the
service with the municipality in order to offer vendors a larger unit of service to bid on and
retain. This example highlights the importance of contracting authorities taking responsibility for
administering and monitoring contracts for services.

In Keansburg the custodial and light maintenance services cost $3.88 per square foot including
District and contractor expenses. The average cost per square foot for full service contracts in
the Ocean-Monmouth County area were as low as $1.82. A significant cost component proved to
be the fact that Keansburg continued to purchase materials and services covered by the contract.
Better contract management and an understanding of the current market for the services will
~enable Keansburg to contract more éffectively in the future.
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Appendix A:

APPENDICES

Local Government Budget Review Municipal Findings

Method of Savings

Finding District Savings _
Revenue Collection |Keansburg 102,000|{Adjust “other expense” budgets
Revenue Collection Keansburg 7,334 Adjust ABC Fees
Revenue Collection Keansburg 1,900]{Adjust Other Fees
Revenue Collection Keansburg 68,000} Adjust Tax Collection Rate
Banking & Investment Income iBradley Beach 24,0001 Aggressive Cash Management
Banking & Investment Income {Camden 152,729 Aggressive Cdsh Management
Banking & Investment Income |Downe Twp. 1,800|Aggressive Cash Management
Banking & Investment Income |Jamesburg 38,1321 Aggressive Cash Management
Banking & Investment Income |Keansburg 30,000|Aggressive Cash Management
Banking & Investment Income Kearny 75,000jAggressive Cash Management
Banking & Investment Income {Lakewood . 72,928 Aggressive Cash Management o
Banking & Investment Income {Ventnor - 112,000]{Aggressive Cash Managem@nt ‘Sewer & Water
Lo 1o Utility :
Banking & Investment Income |Lakewood 142,500|Ageressive Cash Management, - Mumcxpal Court
Tax Collection ' Bradley Beach 157,500|Aggressive Collection - 2% )
Tax Collection |Kearny 1 325,000|Aggressive Collection. of Delinquent Taxes
Revenue Collection APassaic . | . 713,180|Aggressive Manigement of Delinquent Fines
B B ED o - [Municipal Court S : : :
Recreation 1¥enmmor -12,000]Better Utilization of Assets
Finance Keansburg 188,000iCancel Unused Appropriations
Public Works Camden _47,000{Change in Street Sweeping Operations :
Fire Dept. |Passaic 287,490 Civilian Replaccment of Unltormed ?ersonnel &
B _ Reduce Overtime = :
Fire Diept. jCamden 35,100|Civilian Replacement of Uniformed Personnel
Senior Services {Tamesburg 45,125|Close Underutilized St. Center
Tax Collection Downe Twp. 128,783iCollection of Delinqueént Taxes’
Revenue Collection ADowne 'I‘wp 12,000} Collection of Misc. Revenue
Revenie Collection’ 1Camden 128.000IColection of Past Due Rent
Public Works Camden 709;770|Collection of Prior Board-Up Revenue
Public Works - {Camden 2,379,726|Collection of Prior Demolition Revcnue
Public Works Kearny 340,000|{Competitive Contract
Maintenance Willingboro 34,2751Competitive Contract
Public Works - 1Passaic 749,655 Competitive Contract & Staff Reductions
Public Works Camden 151,655 |Competitive Contract-of Demolition
Condominium Services Act Lakewood 200,000|Consistency of Services
Public Works Camden - -21,934|County Reimbursement for Street Sweeping
Personnel Policies AKeansburg 16,600 Delete Council Benefits
Personnel Policies Jamesburg 1,400{Eliminate Long Pay.
Personnel Policies |Lakewood 40,000 |Eliminate Supplement
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District

Finding Savings Biethod of Savings
Personnel Policies Camden 15,000 Bliminate Title Variant - Police
Personnel Policies Lakewood 69,062|Bliminate Title Variant -
Social Service Agcncles Camden 53,900{Eliminate Cash Contributions
City Clerk =~ Camden 15,265 [Eliminate Duplicate Advertising
Personnel Policies’ Camden 1,684,450(Eliminate Longevity Pay
Personnel Policies Camden 2,684 Eliminate Longevity Payment
Parsonnel Policies Camden 100,000 Bliminate Severance Pay
Personnel Policies Keansburg 60,000{Eliminate Sick Leave Buy Back
Personnel Policies Carnden 500,000|Eliminate Terminal Leave

fPublic Assistance Downe Twp. " 406|Elimination of Balance in PATF I
Public Assistance Kéansburg '35,300|Elimination of Balance 11 PATF I

JPublic Assistance Kearny 313,000|Elimination of Balance in PATEF I
Public Assistance Ventnor 19;700|Eliminatien of Balance!in PATE I
Public Assistance Wﬂlmgbom 2,700 Elimination of Balance.in PATF 1
Tax Assessor Camden ' 87,500|Blimination of Contract for County Tax Appcals
Tax Asséssor Camdén 47,000(Elimination of Improper Tax Exemptions
Revenuve Collection Camden 157,000 [Elimination of Lien Compilation Contract

4Revenue Callection Carnden - A60,000]Eiimination of Tax Canceilations by Resolution

“IPersomnel Policies Camden ‘64,942 Enforce Health Beneﬁt Agreement w/Parkmg '

- : : : Authotity

“TRevenue Collection - Police - Camden 38,400{False Alarm Fine Assessment _

ILibrary Lakewood - 83,445{Fee Increase & Regionalization w/County
Personnel Policies- Camden 1,751,000{Heatth Benefit Cost Containment
Personne] Policies Lakewood "116,800[Health . Ins. Coverage- to- Incligible Empioyees &1

. : S ' -|Retirees

{Police & Fire - Kearny o ,000,000 Incorporate. of Other Reports Recommcrzdatwns

1Tax Collection Ventnor " 202,000!Increase Collection Rate by 1%

ATax Collection Willinghoro . 245,000\ Increase. Collection Rate by 1%

Public Works (Water & " 1Bradley Beach 35_,335 Increase Cotlection Rate by 5%

HSewer) - P e Sl . :

‘IBnilding Permit Fees . iBradley Beach A EBMIncrease Fees

ACode Inspection Jamésburg 70294 Increase Fees
Beach Front Operations YVennor . D 180.000iIncrease Fees -

hmergency Medical Services  |Lakewood 200,480 Increase Fees and Collection

“iLibrary o [Jamesburg: + 500|Increase Fines & Fees

fPublic Works Camden 108,500[Increase Parking Fines

‘[Revenue Collection Keansburg U 19,100{Increase Parking Meter Revenue

{Tax Collection Passaic 1,042.415|Increase Tax Coll. Rate 3% Cur.; 10% Delinquent
Personnel Policies Kedarny ~350,000]Increase Workweek & Staff Reduction :

AReyenue Collection Camden - . 50,000 Interest Earned from Tax Sales

“iFinance Keansburg 30,550 Modify Insurance Plans"

“{Revenue Coliection Keansburg “3:400[PILOT Collection -

“{Public Works Camden. - --‘39_9,94'? Recycling Staff Reductlon & Inuc'lsc, Recyclmu .
i : Co o o {Participation )
Library Passaic . 400,000{Reduce Budget A”OLM]GQ & Staff Rcducslons

‘tPersonnel Policies Keansburg - 52,000 Reduce Police Vacatior

TPublic Works |Camden -~ 106, 196{Reduce Sick Time Abuse
Recreation Willingboro .- 140,000]Reduce Subsidy - Increase Fees

{Fire Dept. * " [Camden . 1,300.000|Reduce Unnacéssary Overtime
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Finding District Savings Method of Savings

Engineering Lakewood 42,000{Reduction  in  Duplicated Salary = Payments &
Contracts )

Fleet Management Camden 90,000fReduction in Qutside Vendor Maintenance

Code Inspection Bradley Beach 3,000{Regionalization

Code Inspection Lakewood 213,549 | Regionalize w/County

Library Willingboro © 491,442 |Regionalize w/ County

Fire Dept. Camden 125,000 Relocate Engine Company

Public Works Lakewood 452,219{Reorganize & Competitive Contract

Police Lakewood 100,000iReorganize & Span of Control

Housing Camden 59,175[Revenue from Proposed Resale Ordinance

Tax Assessment Jamesburg 8,400|Review PILOT Program w/Housing Authority.

Municipal Assets Downe Twp, 15,000(Sale of Foreclosed Property

Police Passaic 445,000{Sell Excess Equip Red Overtime; Utilize Civilian
Personnel

Fire Dept. Bradley Beach 30,00013ell Excess Fire Equipment (not being used)

Municipal Assets Bradley Beach 132,365]Sell Off Extra Land & Vehicles & Change Insurance}
Coverage

Finance Passaic 133,23918aff Reduction. & Absorb. of Interest Income

Mayor's Office Camden 67,5551Staff Reduction '

Mayor's Office Camden 47,355 Staff Reduction

Purchasing Camden 38,522|Staff Reduction

Telecominunications Camden 52,0001 Staff Reduction

Tax Office Staffing Kearny 65,000 S1aff Reduction

Legal L.akewood 78,629{Staff Reduction

Fire Dept. Ventnor 167,000 Staff Reduction

Police Camden 60,000} Staff Reduction (Crossing Guards)

Personnel Policies Keansburg 150,000iStaff Reductions '

Purchasing Kearny . 125,000{Streamline & Update Process

Revenve Collection Camden 814,520/ Tax Revenue from Unsupported Abatements

Clerk Fees |Passaic 22,300 Update Fee Schedule,

Personnel Policies Downe Twp. 9,148{Use School Rates in Interlocal Agreement

Fleet Management Camden 301,000} Use State Contract for Purchase

Municipal Assets Jamesburg 119,700 Vacant Land Sale

Police ‘Willingboro _ 20,000 Vehicle Maintenance by Civilian Instead of Uniform

JPublic Works Camden 132,745 | Workweek Productivity Enhancement
TOTAL SAVINGS 23,888,569
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Appendix B: Local Government Budget Review Board of Education Findings

Finding District Savings Method of Savings
Administration ' Ventnor 117,500]Staff Reduction- Principal
Administration Willinghoro 73,340iStaff Reduction
Administration - Business Ventnor 30,000{Merging Office w/City's
Office
Administration - Business Willingboro 141,100[Staff Reduction
IOffice _
" EAdministration - High School . [Hamilton '116,850{Staff Reduction - 3 Vice Principals
. iBanking & Investmnent 1 Keansburg 145,684|Close Capital Account
- [Banking &lInvestment Income [Atlantic City 493 951 |Aggressive Cash Management
IBanking & Investment Income {Bradley Beach 5,000|Aggressive Cash Management
Banking & Investment Income [Hamilton 68,245 Ageressive Cash Management
1Banking & Investment Income Jamesburg 9,200{Aggressive Cash Management
{Banking & Investment Income [Keansbhurg 33,1511Agaressive Cash Management
~ABanking & Investment Income |Lakewood 25,3951 Aggressive Cash Management
Banking & Investment Income {Passaic © 160,000|Appressive Cash Management
Banking & Investment Income {Willingboro 10,300]Aggressive Cash Management
" Banking & Investments Keansburg '1,500|Interest Bearing Account for Food Service
iBoard Bducation. Expenses . |Willingbero 15,000{Reduction of Waste
{Computer & MIS Technology [Hamilton 339,500{Staff Reduction
. -fComputer & MIS Technology |Lakewood 115,000{Competitive Contract
IComputer & MIS Technology [Willingboro 90,000{5taff Reduction
Contract Management | Atlantic City 21,000} Better Management of Com;uitant Contracts
-4 Contract Management Adtlantic City I'50,0001Bliminate Solicitor Contract & Hzrc Full Txmc Attomey
Contract Management Keansburg 62,000{Include Supplies in Bids

: Custodlal & Mamtenance Atlantic City 1,071,935{Competitive Contracting or Staff Reduction

Custodial & Mamtenance Downe 4,405iShare Trash Service with Twp.
1Cosls -
1Custodial & Maintenance Jamesburg i 75,41 1{Competitive Contract
TCosts :
“[Custodial & Maintenance Keansburg 296,000|Competitive Contract
Costs | . :
{Custodial & Mainfenance Passaic 754,000]Competitive Contract
{Costs : :
. {Custodial & Maintenance Downe 3,250|Share Landscaping Service with Twp.
" {Custodial Operations Downe 61,950|Competitive Contract
Custodial Operations Hamilton 2,000,000|Competitive Confract
[Custodial Operations ____{Ventnor 56,700{Competitive Contract
Custodial Operations  {Willingboro 666,016/Competitive Contract
Drivers Education Atlantic City 13,500/Eliminate Behind the Wheel Program
1Drivers Education Hamilion 161,520iScale Back Program
Facilities Management Bradley Beach -|Green Lights
Pacilities Management Hamilton 451,900|Close 2 Schools & Eliminate 2 Principals
{Facilities Management Keansburg 531,250|Better Utilization of Capacity
Facilities Management Keansburg 18,000|Relocate Administration Offices
IFacilities Management Passaic 195,000|Green Lights - 30% Savings
Finance Keansburg 416,300:Adjust Surplus
Food Services Adlantic City 353,408[Competitive Contracting or Staff Reduction
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Finding District Savings Method of Savings
Food Services Bradley Beach 22,00G]Competitive Contract
Food Services Downe 65,306|Competitive Contract
Food Services Hamilton 1,061,892{Competitive Contract
Food Services Keansburg - 10,000{Inerease Prices on Food
Food Services Ventnor 40,000|Competitive Contract
Food Services Willingboro 459,312|Competitive Contract
Food Services( Local Pagsaic 659,000 Better Admin. of Program
Management)
CGuidance Familton 175,300|Stall Reduction
Maintenance Hamilton 149,500|Competitive Contract
Medical Services - Atlantic City - 16,000|Competitive Contracting
Personnel Policies Atlantic City 107,439[Employee Contributions to Health Caru
Personnel Policies - {Atantic City 44,232IReduce Sick Time
Personnel Policies ‘| Atantic City 10,000 Tighter Scrutiny of Credit Card Expend:tures & Celi
_ Phone Usage
Personnel Policies ‘| Atlantic City 20,000|Tighter Scrutiny on Professional vael
Personnel Policies Bradley Beach 25,000 |Eliminate Longevity Payments
Personnel Policies {Hamitton 460,477 |Renegotiate -Contracts to Reduce Long, S:ck Pay, &
: Increase Copay o '
Personnel Policies |Jamesburg 9,100[Eliminate Longevity Payments
Personnel Policies Keansburg " 121,140|Bliminate Duplicate Coverage Payment Incent;ve
Personnel Policies Keansburg 132,500{Modify Insurance Program.and Institute Copay
Personnel Policies Lakewood £,000|Elimination of Warkers Comp. Supplement
Personnel Policies |Lakewood 158,000 Institute Copay
Personnel Policies Passaic 5,171,000 Aggressive Sick Leave Enforcement & Red. in Long.
- Atitomate payroll

‘IPersonnel Policies Willingboro - 242,000{Eliminate. Longevity Payments_
Revenues - Commtinity Lakewoed 140,210} Pricing to Cost of Service
School : _ ‘ : :
Revenues ~ Receiving District |Atlantic Gity 124,562 | Aggressive Collection of Accounts Receivable
Security tWillingboro - 50,000(Staff Reduction :
Special LdLiL,’IEIOi’l & Trans,  |Passaic 2,039,300Maximize Program Utilization & E!:msnate Courtesy
Costs 1 Busing
Special Education Atlantic City 45,845|Better Utilization of Capac;ty
Special Education” Bradley Beach 210,000|Maximize Program Utilization
Special Education Keansburg 120,000{Better Utilization of Capacity
Staffing & Organizational Atlantic City 252,203|Reduce Teaching Staff by 6 Teachers
Relationships ' ‘ ' '
Staffing & Organizational, ~ {Atantic City [,627,139[Staff Restructure & Reduction
Relationships ' : T
Staffing & Organi’za;ticna!. Passaic - . 584.000iStaft Reduction

JRelationships o . o
Transportation - " [Atlantic City- 90,000|Consolidation-of Existing Routes
Transportation. Hamilton 483 404 |Courtesy Busing Reduction
Trangportation Keansburg 95, 700{Charge for Optional Bus Services. & Ehmmate ‘of Non

_ o Public Busing :

Transportation Lakewood 342,403 [Courtesy Busing Reduction
Transporiation Neninor - 100,000|Courtesy Busing Reduction
Transportalion IWillingboro 68,417 Increase to a 40 hour Workweek
TOTAL SAVINGS 21,072,644 S
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Appendix E: Electrical Energy Efficiency

LGBR found that Jocal government participation in improving electrical energy efficiency is
relatively low. A local vendor indicates about 12 local government entities participate in their
offerings for large consumers and they are unsure how many local governments participate in
their efforts for smaller organizations. In addition, the Board of Public Utilities (BPU) surveyed
all local governments in New Jersey to see if they were interested in learning techniques on how
to analyze potential savings from improvements in electrical energy efficiency. Only 20%
initially responded, and after a presentation, only 5% of the respondents requested any follow up
information. The BPU operated a Federal program called Institutional Conservation that gave
resources to schools and hospitals for energy efficiency improvements, but funding was
eliminated this year. The Director indicated that the program received about 24 applications per
year and they currently provide funds to ninie School Districts with a total of 16 schools. The
Federal Environmental Protection Agency (EPA) also offers assistance’ to State, County and local
governments for improving electrical efficiency. This program is call “Green Lights.” Only
about 60 local governments throughout the United States participate in this program. Two are
-Iocatcd in New Jersey. :

The Team’s discussions with Federal, State, local and private organizations involved in energy
efficiency improvements also suggest that this limited participation is probably due to the
complexities involved, the lack of information on sources of help, and the relatively low pnor;ty
gwen to 1mpr0v1ng energy efflcaency

'Enformgaimn and Technical Assistance -
Information and technical assistance is-available to local governments to improve electrical
energy efflc:iency The foliowmg list provides some sources of assmtance

» FEnergy Vendors - references may be obtained from the various organization listed below.

e The General Services Administration (Energy. Programs Office) is responsible for improving
electrical energy efficiency for the State and helping local government by providing limited
technical assistance and allowing them to purchase energy efficient traffic light bulbs, as well
as exit sign retrofit kits under State Contract. This energy efficient equipment significantly
improves electrical energy efficiency at minimal costs. Contact: Brian Topper (609 777~
1062.

e Two county governments apparently help local governments improve energy efficiency
within their jurisdictions. These are Burlington County and Mercer County. In addition to
technical assistance, Mercer County obtains financing for these efforts. Contact: Burlington
County: Jeanne Culp (609) 265-5202; Mercer County: James T. Naples (609) 989-6505.

e The Federal Environmental Protection Agency operates a program called “Green Lights” that
provides extensive information on improving electrical energy efficiency. Hotline number is
(202)775-6650.
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o The New Jersey Department of Environmental Protection is currently developing a systemn
that may provide additional incentives to those already noted for energy efficiency
improvements.  The system registers organizations that voluntarily improve energy
efficiency, verifies these reductions, awards credits for these improvements, and permits the
recipient to sell them in the private market place. These credits are referred to technically as
“Discrete. Emission Reduction Credits.” The precise value of these credits will be determined
in the future by the marketplace. Tt is important to note that the rules will require applicants
to document their energy reductions according to specific standards established by recognized
professional organizations knowledgeable about air quality. Contact: Sandra Chen (609)
777-1345.

s Municipalities that have experience with energy audits and improvement plans are good
sources of information. The three identified through LGBR efforts are; Bloomfield,
Hamilton Public Schools (609) 890-3720 and Lakewood Public Schools.

e A group of small municipalities and a small School District have joined together and are
participating in a program designed for large governmental organizations. This group is
called the Municipal Shared Services Coalition of Camden County and includes Barrington
Borough and School District, Haddonfield Borough, Haddon Heights Borough,
Collingswood Borough and Haddon Township. Contact: Donna Condo {609) 547-0706.

The Department of Mechanical and Aerospace Engineering at Rutgers University maintains an
Office of Industrial Productivity and Energy Assessment. This Office provides assistance to
- government, business and other entities on energy, waste and pollution prevention and
productivity issues. For example, for a fee they will complete energy. audits and provide
technical assistance. In addition, they have submitted an application to the Board of Public
Utilities to provide grants to 50 New Jersey municipalities to improve their electrical energy
efficiency. If this grant is approved, municipalities will be notified and given an opportunity to
apply. The contact person is Peter Polomski, (908) 445-5540.
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Appendix F: Beat Patrol Analysis

Beat Patrol Analysis provides an accurate and yet rough estimate of the appropriate staffing level
assuming that the number and staffing of beats is appropriate.

A. Determine how many hours each officer actually works.

I. Identify the number of days and hours in one cycle of work.

2. Add the days on and days off together and divide into 365 to detertnine the number of cycles
in a year.

3. Take the number of hours worked in a cycle and multiply by the number of cycles in a year.

4. Subtract the average number of hours not at work, including: Sick, vacation, personal, jury
duty, bereavement; training, workers’ comp, etc. '

5. The result is total number of hours a Patrol Officer works each year,

B. Determine how many staff hours are required to cover the beats.

1. Multiply the number of beats times the number of Patrol Officers times 24 hours in a day
C. Determine the number of Patrol Officers required.

1. Divide B1 by AS.

Example

A Police Department has a schedule of four eight-hour days on and two off. Ten beats with one
Police Officer in each car; three bicycle/walking beats.

Average sick, vacation, bereavement training etc., is 160 hours.

Al. 4+2 = 6 days in each cycle 4x8 = 32 hours worked per cycle.
2. 365/6 = 60.83 = 61 cycles in each year.
3. 32x 61 =1,952.
4. 1,952 - 160 = 1,792
5. Total number of hours worked per officer per year = 1,792.
B1. 13 beats x 24 hours x 365 days = 113,880 hours needed.
Cl. 113,880/1,792 = 63.55 = 64 officers needed to cover the schedule.
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Appendix G: Factoring Formula for Custodial and Maintenance Services

The factoring formula is based on the acceptance of ratios between custodial and maintenance
staffing and the number of teachers (1:8); the building size (1:15,000); and building attendance
(1:25). It also assumes that the three factors are of equal importance. LGBR has found the
formula to support intuitive conclusions,

A) # Teachers divided by 8.

B) Gross Building Area divided by 15,000,

C) Average Building Attendance divided by 25.

D) Factorial Sum (A+B+C).

E) Divide Factorial Sum by 3 = # of Custodians Required.

) Compensate for age of buildings and other factors affecting maintenance.
Atlantic City Example

500/8 = 62.50

1,200,000/15,000 . = 80.00

700/25 = 28.00

Factorial Sum = 170.50

Divide by 3 = 56.83

Adjust for age of bldg. (33%) 1.33 * 56 75.
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